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THE CHOICE IS YOURS, 
-THE HONOUR IS OURS. 


The regal Kris bestows honour & 
symbolises status. 

As our guests, you will enjoy the same 
acclaim in two places in Kuala Lumpur. 

The Kuala Lumpur Hilton, Malaysia's 
premier hotel in the heart of the capital's 
business and shopping districts. 

And the Petaling Jaya Hilton, commanding 
a central position in the industrial satellite 
town on the outskirts of Kuala Lumpur, only 
15 minutes from Subang International Airport. 

Both offering superb service and 
accommodation plus extensive business and 
recreational facilities. 

Both synonymous with the warmth and 
hospitality of exotic Malaysia. 

The choice is yours. 


For reservations, call your travel agent, 
any Hilton International hotel or Hilton 
Reservation Service. 
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Student defector 


Regarding John McBeth’s excellent arti- 
cle Olympic muscle-flexing [8 Oct.]. my 
recollection of the Soviet citizen who de- 
fected to the UN Command at Panmun- 
jomis quite different. He was nota “tour 
guide” as McBeth suggests. Vasiliy 
Yakovlevich Matuzok, 22 years of age at 
the time, was a student at the Moscow 
State Institute of International Rela- 
tions serving his internship in North 
Korea as a translator. The confusion 
may stem from the fact that Matuzok 
travelled to Panmunjom as part of a 
North Korea—sponsored tour of the Joint 
Security Area. Maj. William F. Smith 
Hawaii USAF 





Stable money 


I refer to Philip Bowring’s Changing 
bases [15 Oct] which contains a 
number of questionable allegations and 
misleading comments on my depart- 
ment’s recent revision to the Effective 
Exchange Rate Index (EERI) for the 
Hongkong dollar (HKD). 

In undertaking the revision to the 
EERI there was no intention of “fool- 
ing” anyone about the movements in 
the exchange value of the HKD, or of 
trying to confuse the public about the 
currency issue. The linked exchange- 
rate system and the associated exchange 
rate of the HKD against the US dollar 
were adopted, not to enhance the com- 
petitiveness of our exports, but rather to 
maintain stability in our monetary sys- 
tem. 

The revisions to the EERI were 
made primarily to provide more up-to- 
date and accurate statistical informa- 
tion, given that since the previous revi- 
sion in 1983 some important factors had 
emerged which tended to make the pre- 
vious EERI series less than adequate as 
an overall indicator of recent changes in 
the exchange value of the HKD. 

The updated system of weights for 
the EERI, covering the period 1984-86, 
was introduced to reflect recent changes 
in the structure of Hongkong’s external 
trade. The most significant change, as 
pointed out in your article, is the in- 
creased weighting (from 18% to 27%) 
given to trade with China. The method 
used to derive the new set of weights 
was identical to that used for the earlier 
versions of the index and, until now, has 
not caused comment. Hongkong’s in- 
creasing involvement in trade with 
China over the recent years is widely 
known, and this increased weighting 
does no more than give it practical rec- 
ognition, given that the EERI is a trade- 
weighted index. 

Your article makes two specific 
points regarding the composition of 
Hongkong’s trade with China, First, itis 

alleged that the burgeoning outward 
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A Fleet of Products 
that Work 
and Work 
and Work. 


People around the world may know only 
some of our products in aviation, space and 
information systems. But all who use them 
know that our products deliver solid value— 
that McDonnell Douglas products work and 
work and work 

When Hong Kong financiers called for an 
information system, we answered with one 
ihat makes them a part of a worldwide 
communications network that has remarkable 
speed and accuracy. 

In Korea, our DC-10 and MD-80 jetliners 
are helping carry people and commerce, and 
our MD-IIs have been selected for the future. 
In turn, Koreans are helping us build 
helicopters for use in business in free nations 
around the world. 

When China asked for a fuel-efficient, 
reliable airliner, we delivered the MD-80 
—and helped set up a factory to assemble 
MD-80s for China in China. 

When Mexican satellites needed a boost, 
we sent those satellites into space with our 
dependable Delta rockets and PAM boosters. 

McDonnell Douglas and Japan work 





together on the world’s most sophisticated 
aircraft. In Australia, our Vitek medical 
diagnostic systems based on space research 
are finding infections three times faster. 
Australian, along with Canadian and Spanish 
workers, help McDonnell Douglas build 
F/A-18 Hornet fighters. 

Wherever aviation, space, information or 
healthcare systems are needed, industries 
and nations count on McDonnell Douglas 
to put the right package of products into a 
business agreement beneficial to everyone. 
And along with new technology and 
commerce, we deliver solid value— products 
that work and work and work. 


MCDONNELL DOUGLAS 
Military and Commercial Aircraft - Spacecraft and 
Missile Systems - Information Systems - 
Healthcare Systems - Helicopters 
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Making connections at the airports in Zurich and Geneva is easy and fun! Not only 
because there are so many quick connecting flights awaiting you, but because there are 
so many wonderful shops filled with irresistible temptations all just a few short steps 
from one another. Plus a bank and a pharmacy. Along with communication possibilities 
like telex. telefax and direct-dial telephones to the entire world. Put simply, its a game 
you just can’t lose. Too bad then, with connection times so short, it has to come so 
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tr ei 
ing isleading. Increased outward pro- 
cessing is indeed one of the features of 
the changing pattern of our external 
trade, which is reflected in the new 
weights. As trade flows associated with 
“outward processing are legitimate trade 
and are influenced by exchange-rate 
movements, this treatment for the 


EERI is correct. Even if, as implied by. 
€ not, it is not practica- 


- your article, it 
_ble.to separate the outward processing 
flows from other trade flows across the 


rrying out 


form OF another. 


cessing work from the weight 
volve discarding: a large portion of 





Hongkong’s conventional domestic ex- | 


pore 
a Fy ticle e apparently ar- 
of re-exports, 


in the weights is 


ae vh 
less affected by. € 
_.ments than domestic exports, this is no 
reason for excluding them altogether. 
They remain a. pi nent feature of 
Hongkong’s exter i 
clusion in all previous versions of the 
. EERI has not been queried by users. 
As far as” r am aware other EERIs 


xports may be 


ecent issues have contained. no lët 


“ters about your World Bank survey’ 


[rocus, 1 Oct}. Before comment- 
ing. myself T should begin by declar- 
` ing an, interesto 
as a former British civil servant, a former 
“general manager in Southeast Asia, a 

former. letter-writer and current sub- 
< seriber to the: REVIEW, anda manage- 

ment consultant with Cresap, McCor- 


-pomick and Paget. 


The general tone of your report 


seems to have been established by An- ~ 


: thony. Rowley’s. preconceptions. of the 
merits of the World Bank as it was be- 


fore the recent efforts to. redefine its, 


role and improve its operations.’ This 


"I seems. surprising given both Rowley’s 


usual open-minded objectivity and ‘the 
“difficulty of finding people who believe 


that the bank was well-focused and effi-- 
cient. The latter is the more understand-..; 
‘able, essentially reflecting the natural | 


evolution of a bureaucratic organisa- 


tion regardless .of the quality of its | 


staff. 

To be effective in the economic 
world. order of today, however, the 
World Bank has to be more focused and 


“) vetficient. The alternative would be to 
a of financial, man- _ 


| dissipate, heim i 
i staff resources through the 

support of a rge volume of internally 
enerated activity, rather than address- 

ng the needs of the bank’s developing 





ange-rate move- ` 


rather, several —- 





i 
i 


again surprise 


worldwide ‘include re-exports. in the 


weights used. 
With regard to the basket of curren- 
cies, there is no question of giving 


“undue prominence to the weaker cur- 
| rencies so as to inflate. the index. The 


new index, just as the old. shows oo 
that the HKD has depreciated signifi- 


‘cantly since early 1985, in line with the 


depreciation of the US dollar. 
While moving, as you suggest, from 


a  trade-weighte exchange rate index to 


one based on the means of payment, 
that is, by reference to the currencies ac- 
tually used in denominating Hong- 


“kong's external trade, might have some 
uses in terms of economic analysis, the 
lack of adequate international pay- | 


ments data makesits realisation imprac- 
ticable. - 

In summary, I am satisfied that the 
new EERI is an improvement over the 
old one in statistical terms and that no 
“devaluation” of our statistics has. oc- 
curred. More details regarding the re- 


spécial review article in the Hong Kong 

Monthly Digest, of Statistics, Mean- 

while, your readers who are interested 

in obtaining details regarding the index 
are welcome to contact this department. 

C.M. Luk 

Census and 


The process of transforming the or- 
ganisation and culture of any large in- 
stitution is inevitably difficult, 
traumatic, and eny lengthy. Tam 

and indeed disap- 


Statistics Department | 


often ` 


i 





pointed, that the REVIEW should appa- | 


rently feel able to pass judgment on the 


World Bank for its management of the 
process of change, rather than reserving 


‘judgment until the results of that change 
can be evaluated as a meaningful mea- 


sure of Success. 
` Finally, and less objectively, though I 
was not ‘personally involved in the 
World Bank 


known” to: the REVIEW, others might 


| disagree. including our clients such as 
CBS, Exxon, Qantas, Shell and the UN. 


Paul Jarah 


: Calls ignored 





‘Your article The rebels EA 


[Review, 8 Oct.] is but one of the exam- 


. ples of the civil war of Burma that has 





rebe 


been plaguing the country for almost 40 
years.. The Burmese Governments 
armed forces may be able to overrun 
and occupy a certain rebel headquar- 
ters, but sooner or later it willbe recap- 
tured. The result is human casualties 
and a drain on the country’s resourc- 


‘The reason most ethnic groups are 
nst the Burmese Govern- 
ment is the indifference of successi 


roject; it is. worth men- 
tioning that while Cresap may be “lesser 


groups for the formation of a ger 
federal union where liberty, eq 
and social well-being are guarantee 
all races and individuals. 

Foreign Minister Ye Goung, in 
address to the UN General ‘AssembI 
pointed out the violations of h 
rights in Cambodia. He ought tota 
look at his own government's “re 
of human rights first before Poi 


Bsns finger. 


Tibet 


le 
the frontier was. 
(see original) on 29 
after the protest demonstration and 
subsequent arrest of ove ee 
Drepung mon singe 
Scra monast 


| livered to the Dala 
|, vised methodology will be describedina p. 
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y S 
wishes.be fulfilled. May t 
peace. May Tibetan c 


“gion florish and rem 


| against the Chinese. M 


have been imprisoned. 
beaten, and are even being executed 

On 27 September, an estimated 100 
people from Lhasa (monks and lay 
men) marched five times around th 
-Bharkor with national flags in their 
hands, shouting that Tibet should be in- 
dependent. ; 

The demonstration was to show our 
solidarity with the Dalai Lama and to 
show our anger against the Chinese 
criticism towards the Dalai Lama; 
can even sacrifice our lives for the ca 
of independence. Al 
were arrested and impri 

The UN and peo 
please help sues’ 
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When you are bound for Italy, there’s no better Give yourself the benefit of the best introduction 
in d Alitalia. From 25th October, our -to Italy — fly there on Alitalia. Ask your travel agent 
closer than ever, with great for more details. -0 5 
e non-stop; Tokyo to * Effective 17th November, 1987 
; fastest flight time i eee 
ies; and introduce the 
d Milan, including 
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sternEconor 
s the worldwide slump in share prices continued, atten- 


tion turned to Hongkong where a controversial four- 


|) day closure of the stockmarket failed 









a wa Hongkong 
_|_ Stake. Other regional markets, 
| better, though in Australia, indu 







nts report on the continuin 
-Pages 60, 69 and 95. i 


Page 12 

Acting General Secretary Zhao keeps 

| the Chinese Communist Party firmly 

| on the road to economic and political 
reform at the opening of the 13th party 

congress. 


Leading political and public figures 
are detained by Malaysian authorities, 
which also closed the country's sec- 

_ond most important English-language 





visits. to China unleashes a wave of 
‘excitement across the country as 
ageing mainlanders rush to make 
applications. 





petite for. Japanese products, but 






a growing mood of Japan-bashing 
that threatens the Japan-US alliance. 












. Death stalks Jaffna once again as In- 
dian. forces battle with Tamil rebel 
holdouts. j 





South Korean dissident leader Kim 


away opposition party to run for 
presidency- against rival. Kim 


ing Sam. 











Japan’s economic success has led to | 


AIEE SOE AE A 


` American consumers have a huge ap- | 


try leaders had to band together to bail out one 
of their number. Financial correspondent John Mulcahy and Review correspon- 
fallout from the meltdown of Wall Street. 


ne 


Page 72 

Hongkong billionaire Li Ka-shing’s bid 
to buy the Expo 86 site in the heart of 
_ Vancouver sparks criticism by Cana- 
dian developers. 

Page 74 
.Malaysia unveils a cautious budget 
which envisages GDP growth of just 
4% in 1988 and puts the onus of re- 
vitalising the economy on the private 


Taiwan promotes venture-capital 
‘funds in a bid to encourage hi-tech in- 
dustry but finds progress slow. in 
the face of traditional business at- 
titudes. 


Page 82 

Brunei's inadequate and. outdated 
banking and company laws may seri- 
ously weaken the prosecution’s case 









‘Bangladesh entrepreneurs rush to set 


jae Jung announces he will form a | up banks and insurance companies, | En 


| 


| in the US$622 million National Bank of 


Brunei fraud trial. 


Page 84 
Manila vows to sell off all state corpo- 
rations in an effort to boost its privati- 
‘sation policy and help sustain the 
Philippine economic recovery. 


Page 85 | 

Bangkok reaches agreement with a 
US oil group to buy back the gas re- 
serves discovered in the Gulf of Thai- 
land in the 1970s for. an estimated 
US$83 million. 


Page 86 i i 








prompting the central bank to 
strengthen supervision: of the finan- 
cial sector. 2 fs ; 


to prevent a precipit- | 
financial institutions | pae 






















incense 


sector which seems unwilling to in- | 
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Newspaper. vest. Kuala Lumpur also takes the first p Survives Share-price 
p, steps towards creating a secondary ta inde iphal ei 
age 21 an fers duck for cover c 
T : i s mortgage market (page 87). Stingy to a faultin Sydney o 
The decision by Taiwans ruling When surveillance is pushed lo the sidelines 
Kuomintang to allow family reunion | Page 81 i eS aS 










Taipei's disarray drives investors to: © 
the exi tarp 
A bands to the puempsin the Australian rend 







































































spect. the capi 
olynesia in the: 
n attempt to clear 
orkers from the city 


1, locally © 


rmes and” Foreign Legion | 


uring a visit to the. southern | 


indanao city of Davao, Presi- 






ndorsed the anti- 

st Alsa Masa (Masses 
y vigilante ` group. “We 
9 to you asan example,” 
no reportedly. told Alsa 












©, a former communist 
lew People’s ‘Army. strong- 
id in Davao (REVIEW, 24 
July °86). The Alsa. Masa, like 
the communist: partisans they 

placed, are often accused of 
OSS . human-rights abuses. 
ino ‘announced. on the 
day that Congressman 





































d take on the local govern- 
ent portfolio. The last incum- 


ated on 2 August. © 





razon Aquino. on 23 | 





members gathered in| 








Santos; also from Davao, | 


bent, Jaime Ferrer, was assas. 


to visit Pari : 
Indonesia’s Foreign Minister 
| Mochtar Kusumaatmadja will 


visit. Paris in a move apparently 


‘made to coincide with the plan- | 


talks in- Paris- between 

ince Sihanouk, head. of the 
| Cambodian resistance, . and 
remier Hun Sen of the Hanot- 
ked Phnom Phen.regime in 
ovember. Mochtar said his 


visit was to consult with 
French counterpart - Jean- 
Bernard Raimond to avoid 
“misunderstandings’ between 
France’s Cambodian peace-ini- 
tiative and that of Asean. Al- 
though Mochtar sees no con- 
flict between the Sihanouk- 
Hun talks and Asean’s -initia- 
tive, there is concern about the 
impact the talks might have on 
the. Asean-supported Anti- 
Hanoi coalition. 

— Michael Vatikiotis 


Thai coalition 
Survives vote 
Thai Government coalition 
parties closed ranks‘ to defeat 














-boverwhelmingly an opposition 


















































urmese army: Ina $ pt 


+ it lists the names of 
\ il 


Amnesty is, als 
ng reports of civilig 







bels. 


Ardn 


njured as a result o sa | (Review, 22 Oct.}, former Sin- 


dto march at the head-of |. 
tament military columns ; 





no-confidence motion against 


harn Şilapaarcha in: partia- 
ent or 22 October. After a 
0-day debate Banhatn won 


the vote by 212 to 85. Opposi- 


jon parties needed. at least 174 
tes to oust Banharn,. and it 
as thought. they might be 
ined by dissidents in the coal- 


ition Democrat and Chart Thai — 


varties, but none broke ranks. 
— Rodney Tasker 


CORRECTION - 
Detention: © and release 


gaporean student association 
employee. Chung’ Lai. Mei was 
listed among detainees who had 
had a hearing before the ISA 
| Advisory Board. This refer- 

; howd- have -been to 





“Communications Minister Ban- 





South Korea racked upa re- 
cord current-account surplus of 
US$1.27 billion in September 
as..the economy. rebounded 
from the summer's labour 


strife. The cumulative surplus | 


for the first three quarters 
stood at US$6.9 billion com- 
pared with US$4.2 billion for 
all of 1986. The government in- 
itially predicted this year that 


the current-account .. surplus 


would be less than US$6 bil- 
lion; now. it is. likely to top 
US$10 billion. 

The surge in exports is a 
mixed. blessing. for- Seouls 
economic. planners, as it 
strengthens Washington’s calls 
for more rapid: won apprecia- 
tion and greater access to the 
South Korean. market. .The 
trade surplus with the US alone 
will total US$9-10 billion for 
the year. ~~ Mark Clifford 


Taiwan has revised its forecast 
for 1987 annual GNP growth to 
more than 11%, up from an 
earlier 10.6%. prediction, be- 
cause of unexpected growth in 
exports, according to the Di- 
rectorate-General of Budget, 
Accounting and Statistics. 
Despite the NT dollar’s rapid 
appreciation; = which -has 
amounted to.18.4% against the 
US dollar already this year, 
GNP rose 10:4% ‘in the first 
three quarters of this year com- 
pared to the same period last 
ear, 

GNP in 1986 grew 10.8%, 
but an anticipated decline. in 
exports-as the NT dollar's rise 
takes effect has government 
officials forecasting a 1988 
growthof 71%,- 

— Jonathan Moore 





delisted by SÈT 


Mah Boonkrong Drying. and- 
Silo Co., the listed arm of the. 
heavily. indebted Mah Boon- 
-krong (MBK) trading, ship- 


ping and property conglomer- 


‘ate, was ordered delisted from 
the Securities Exchange of 


Thailand (SET) on 26 October. 

The company was said to be no 
longer qualified under listed- 
company regulations because it 
had ignored an. SET deci- 
sion that the. exchange should 


“be. the com] any s share regis- 








MBK has been: suspended 





‘since May because of a battle 


for control of the company be- 
tween shareholders led by 
creditors and a minority group 
led. by MBK president Sirichat 
Bulakul (Review, 20 Aug.). 

‘The battle came about after a 
creditor-group agreement to. 
reschedule Baht 2.2 billion 
(US$85.6 million) in group 
debt. Foreigners, mostly in- 
stitutions, hold about 60% of 
the shares inthe company. 

; — Paul Handley 


Japan lays bigger. 
stress on Jakarta 
Two- new appointments in 
Jakarta suggest that Japan is 


1 according. Indonesia greater 


importance in its foreign-policy 
and. economic | programmes 
than before. The new ambas- 
sador, due to take ‘office in 
mid-November, will be Sumio 
Edamura; who comes from: a 
senior position inthe Japanese 
Foreign Ministry. ‘The Over- 
seas Economic Cooperation 
Fund (OECF) has also ap- 
pointed a new chief representa- 
tive, Kaitoku Yamamoto, who 
takes up the post. with four 
years’ more seniority than his 
predecessor, Hiromiki Ito; 

The number of Japanese 
staffing the office is; being 
increased from four. to: five, 
reflecting the greater import- 
ance now attached. to the 
OECP’s role in Indonesia. 

~—- Vaudine England 


the riel again 

Cambodia devalued its cur- 
rency from Riel 30 to Riel 
100:US$1 -at the. beginning of 
October, according to reports 
from Phnom Penh. The de- 
valuation was aimed at attract- 
ing more foreign exchange for 


‘the government's coffers and 


reducing the influence of the 
‘black market, where the dollar 
attracts up to. Riel 130. The riel 
had been devalued from Riel 7 
to Riel 30:US$1 in January 
1986. — Murray Hiebert : 


‘Asean to launch 


| insurance firm 


A meeting of Asean insurance 

commissioners in Singapore > 
announced on 20 October that 

the Asean Reinsurance Corp. 
(ARC) will be launched on 4 
July 1988. ARC wil: promote 
Asean cooperation in insur- 
ance through the exchange of 
business. and the group's six 
member nations will contribute ` 
















equally to the initial paid-up 
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ZHAO’S NEW CAP 
Although Deng Xiaoping will remain 
chairman of the Central Milita 
Commission (CMC) after the 13th 
party congress, Zhao Ziyang will 
become executive vice-chairman, 
replacing Yang Shangkun, who will 
remain CMC secretary-general. All 
-other top CMC leaders will step 
down. Retiring will be the two 
surviving marshals, Nie Rongzhen 









_| Zhang Aiping, army chief of staff 
< Yang Dezhi, army political 
rtment director Yu Qiuli and 
| logistics department head Hong 
Xuezhi. Peking military region 
commander, Qin Jiwei; will move up 
tothe CMC, | 
ENVOY CALLING 
The first foreign envoytocallon 
| newly appointed Philippine Foreign 

: Secretary Raul Manglapus was 
_| French Ambassador Jacques 
_ Leblanc. The diplomat sought an 
_ urgent meeting with Manglapus to 
discuss Manila’s vote on a UN 
_Tesolution condemning French policy 
in New Caledonia. From the French 
perspective, Thailand and the 
Philippines are comparatively “soft” 
on the decolonisation issue, whereas 
| Malaysia and Indonesia support the 
general South Pacific 
-Consensus against French 

policy. 
TIDAL DIPLOMACY 
Three government experts in land 
reclamation and tidal surge control 
from the Netherlands are ona tour of 


























and Xu Xiangqian, Defence Minister | 








Pyongyan 
from the Netherla 


year. 


| BRAVE FACE 
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Manila. 


ea, which wants to apply 
T-control technology to 
parts of its east coast. The specialists, 
who are spending four weeks in- 
¿come | 


Government 


departments responsible for bridges, 
“polders” (reclaimed land) and 
general water control. A return 
visit by North Korean experts to 
the Netherlands is expected next . es 


Despite aides’ 
concern about his 
security, 
Indonesian 
President Suharto 
insisted in mid- 
October that he 
would attend the 
December Asean 
summit in.Manila, 
arguing that 
President. - 
Corazon Aquino needs support in 
consolidating her position just as he 
needed support in 1965 and 1966. But 
the Indonesians want to be able to use 
their own helicopter to move Suharto 
from Manila’s airport to the hotel 
venue of the summit on Manila Bay. 
They also want to bring along his own 
armoured limousine. Jakarta has also 
raised the possibility that spouses of 
the Indonesian delegation will not 
attend the summit for security: reasons 
— which would represent a significant 
departure from other Asean 
gatherings and a loss of face for 


„may still be used for othe 





SATELLITE BIDS — 
Another visit to Jakarta from ` 
Arianespace on 15 October is l 
keeping open the European space 

‘consortium’s chan 4 





























neither side is re 

President Suhai 
Telecommunications Ministe 
„Achmad Tahir to review all b 
‘again. To renege on their decisio 
use the US Delta rocket will.” 
embarrass the Indonesi. 
aggressive European lobbyi 
result inan offer too good: 














Japan Air Lines (JAL) has dr 
plans to replace the crane sy 
the tails of its aircraft by a 

which was to have symbolised 
company’s “new identity” as a pr 
“corporation. The new symbol. 

has not been publicly di 
designed by a US company: 
specialising in corpora 























unpopularity of t 
JAL officials. 
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Some 500 opposition political activists 
protested outside the headquarters of the 
: state-owned television against what they 
called government exploitation of the media, 
it was reported (25 Oct.). Police arrested 
about 300 opposition politicians to frustrate 
plans for a protest siege aimed at crippling 
the capital (26 Oct. ). Three people were kill- 
`| ed and 66 injured as the government cracked 
$ down on opposition groups that launched a 
L | two-week campaign to force President H, M. 
Ershad to resign, it was reported (27 Oct.). 


CHINA 


The 13th National Party Congress 
¿|; opened. Armed police raided houses around 
| Lhasa (25 Oct). 


Fil 








ji 
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| 





| 
| 





dom of expression as well as all trade-union 
and political activity (25 Oct.). The govern- 
ment agreed to lift a ban on trade-union ac- 
tivity following threats by Australian and © 
New Zealand workers to cut air 


the islands (27 Oct. ). 
HONGKONG 


The government outlined a rescue pack- 
age to keep the Hongkong Futures Exchange 
afloat (25 Oct.). The stockmarket opened 
after being suspended since 20 October and 
| the Hang Seng Index fell 1,120.7 points (26 


Oct.). 
INDIA 


At least nine poeple were killed by ram- 
paging Sikh militants in a southern’ Delhi 
| suburb (2/ Oct). : 


PHILIPPINES 

Two TV stations in M 
air after a fire, preceded b 
broke out in a suburban 


- | plex (27-Qct.). 


anila went off the 


loud explosion, 


dcasting com: 


links with crowded street market (24. Oet.): Roh can- 
















Presidential candidate Roh” 
forced. to abandon a spéect Kwan 
when a tear-gas grenade was thrown inte 










city (22 Oct.). Opposition leaders Kim 
Sam and Kim Dae Jung have decided 
mally split and run against each other fo 
Presidency, and dides said Kim Dae Jur 
would form a new political party next mont 
to stand for president. Voters overwh 
ingly approved a new constitution {27 0 


SRI LANKA 
he offices of the 
sion in Colombo wert 

























Indian High Commis: 
mbed Oet) 







stan President Zia-ul Hag arrives 
an official visit which was mar ! 



























By Robert Delfs in Peking 


he opening of China’s 13th National 
_ Party Congress on 25 October was a 
ict 
General Secretary Zhao Ziyang’s two- 
a-half-hour report reaffirmed the 
policies of economic reform and open- 
ing up to the outside world, and out- 
éd a more ambitious than expected 
programme of political reform. His ex- 
planation and ideological defence of re- 
form was the most rigorous ever put for- 















































ward as official party policy. f 
China is now in the primary stage of 
socialism, Zhao said, embarked on the 
rocess of modernisation which took 
place under capitalism in other coun- 
tries. Provided public ownership re- 
ins predominant, further develop- 
nt of non-public sectors of the econ- 
my, including the private. sector, is 
ecessary during this stage, which will 
st atleast until the middle of the next 
‘ntury, Zhao said. 
ot only commodity: markets for 
ner goods and means of produc- 
n, “but also markets for . . . funds, 





he socialist system, Zhao said. “These 
re not peculiar to capitalism . . . social- 
m can and should make use of them.” 
Citing “major defects” in China’s po- 
tical system, Zhao called for stricter 


ding elimination of party cells instate 
rgans. He also outlined a major reform 
‘the cadre personnel system, under 
hich candidates for political affairs 


rty, but professional staff recruited 
“through examinations and open com- 
petition. 
The 2,000 delegates attending the 
week-long congress represent in theory 















‘ongresses are normally held once 











w central committee elected by the 
ongress will crucially affect the con- 
ours of party politics well into the next 
cade. Once approved, Zhao’s report 


e obligated to implement and sup- 
port. 







fferent. matter, and, asthe past has 
own, in. Chinese politics nothing is 















me now appear 


ha g 
ked in E party policy 






for reformists. Acting party 





bour services, technology, informa- ae 
on and real estate” should be part of | _ 





osts would be recommended. by the: 


more than 46 million. party. members. . 


very five years. The composition of the 
will become the authoritative statement, 
of the party’s line, which all members 
Practical implementation may be a | 


rever, but the essential elements of 
sec- 





Znao cements both economic and polttoa retorns 
Shareholders arise! 


: gress. “Today it all depends- on you,” 
‘conservative party leader Peng Zhen 


said to Zhao before the session started. 
And the report, presented on behalf of 
the outgoing 12th central committee, 
was unquestionably Zhao’s work. It fol- 
lows the general line of compromise 
with conservatives that. Zhao worked 
out earlier this year — adherence to the. 
“Four Basic Principles” as well as to the 
general principles of reform and open- 
ing up. 

But Zhao gave little away on key 
economic reform issues, and the scope 
of his proposed political reforms sur- 
prised even well informed Chinese offi- 
cials. g 

Paralleling Deng Xiaoping’s refash- 
ioning of the concept of socialism in the 
early 1980s to encompass the first stage 
of economic reform, Zhao’s strategy 
was not to challenge orthodox shib- 
boleths — such as the leadership role of 
the party — but rather to redefine them. 


| ownership, along with a corresponding 





eparation of party and government, in- | 





Zhao’s opponents will now find it more 
difficult to apply traditional socialist 
concepts as a wedge against reform. 

It matters less now whether Zhao’s 
replacement as premier will be a politi- 


content, Zhao’s. report makes it clear 
‘that he will be a stronger party leader 
than his predecessor, Hu Yaobang, 


national as well as party affairs. 
Throughout his tenure, Hu re- 

mained subordinate to Deng, focused 

on internal party affairs, never achiev- 


tively on key national issues: ` 

_ Incontrast, Zhao as premier was not 
‘only executive head of government, but 
also had overall responsibility for the 
economic reforms. He is credited with. 
the most important and far-reaching 
party document issued in this decade, 
the 1984 decision on economic struc- 
tural reform. 


alist 
ing under the influe 


cal compromise. Beyond its specific |. 


using his position to set the agenda for” 


ing the stature to speak out authorita- 





% 


“leftist” thinking in the late 1950s, many 
things which were not inherently ` 
socialist became regarded as “socialist 
principles,” while other things favoura- 
ble to economic development were mis- 
takenly labelled “capitalist”. and op- 
posed. As a result, a rigid economic 
structure took shape which placed 
“undue emphasis on a single form of 


political structure based on over-con- 
centration of power.” 

Expanding on the 1984 decision on 
economic structural reform, Zhao in- 
sisted that regulation through planning 
does not mean conventional mandatory 
socialist plans. ‘The state’s role, Zhao 
said, is not directly to. control enter- 
prises but rather to formulate macro- 
economic policies, “The state regu- 
lates the market and the market guides 
enterprises.” 

The report endorsed broad state sec- 
tor management reforms through sep- 








` aration of ownership from management. 


authority. “Enterprises owned by the 
whole people cannot possibly be man- 
aged by the whole people, [and] in gen- 
eral it is not appropriate for the state to 
take direct control of them either.” 


To report stopped short of resolv- 
ing the divided authority between 
enterprise managers and party commit- 
tees. Party organisations should support 
directors and managers in their assump- 
tion of overall leadership, he said, and 
the party should play a supervisory role 
and guarantee implementation of po- 
licy. T E 
As a corollary to diversifying: the 
ownership systems, the report acknow- 
ledged the role of wage labour in the pri- 
vate sector and legitimised for the first 
time forms of income other than “distri- 
bution according to work,” though’ this 
principle is still to remain predominant. 
“Buyers of bonds will earn interest, 
shareholders dividends, — enterprise 
managers will receive additional income 
to compensate for bearing risks and 
owners of private enterprises who em- 
ploy workers will receive some income 
that does not come from their own 
labour,” Zhao said. 
This may seem. no more.than com- 
mon sense, but for a socialist country 
the implications are breathtaking. These 
have been key points in the attacks on 







































the reforms by conservative party lead- 
hould be 








THE SWINGS AND 


Mts 





1956 
8th Congress (Peking) 
Liu Shaoqi announces 
transition to socialism 
basically 
accomplished, class 
struggle conciuded. 


(1957 June: 
anti-rightist campaign 
launched.) 





1958 5-23 May 1969 1-24 Apr. 

oe ap ata hed, 8th C ’ tin Bison dnt ee AA Adopts Mao’s 
tine rohan singer 0 Ongress | theory of continuing revolution. 

1959 17 Feb.-5 Mar. (1971 Lin Biao dies in alleged coup 
Enlarged politburo meeting (Zhengzhou) attempt.) 

Criticism and correction of Great Leap 1973 24-28 Aug. 

Forward. 


10th Congress (Peking) 


x 





1959 2 July—1 Aug. 
Enlarged politburo 
meeting (Lushan) 
Defence Minister Peng | 
Dehuai criticises. 
Mao’s “leftist” errors in 
Great Leap Forward, is 
rebuffed. 


1959 2-16 Aug. 

8th plenum (Lushan) 
“Anti-party clique” of Peng and others °°"9 
attacked, struggle against “rightist 
deviation” launched. 


(1961 Jan. “Readjustment” policies after 
disasters of Great Leap Forward.) 


1962 11 Jan.—7 Feb. | 
Enlarged work conference of 7,000 (Peking) 
Liu Shaogi critiques Mao's leadership, Mao 
self-criticism. Deng Xiaoping speech on 
collective leadership. 
1962 24 Sept.-7 Oct. 
10th plenum (Peking) 
Mao successfully 
counter-attacks, 
insists that class 
struggle between 
proletariat and 
bourgeoisie still main 
contradiction and 
danger of capitalist 
restoration. 
1966 4-26 May 
Enlarged politburo 





Leftist line reaffirmed. Zhang Chungiao, 
Wang Hongwen, Jiang Qing and Yao 
Wenyuan make up Gang of Four inside 
| politburo. 
























| a Ue t 
(1976 Jan.: Zhou Enlai dies. Apr.: Riots in 
Tiananmen Square mourning Zhou and 

| protesting against rule of “Gang.” Deng for 

| second time relieved of all posts. Sept.: Mao 
Zedong dies, Hua Guofeng appointed acting 
chairman. Oct.: Gang of Four arrested.) 


1977 16-21 July 
| 3rd plenum (Peking) 





“May 16th circular” marks opening of cultural 
revolution. 


1966 7-11 Aug. 

11th plenum (Peking) 
Leftist coup. No official 
quorum. Approves 
cultural revolution. Lin 
Biao becomes sole 
vice-chairman. 

1968 13-21 Oct. 

12th plenum (Peking) 
Liu Shaoqi expelled. 





Deng Xiaoping again reinstated. Gang of 
Four expelled. 









| | Hua and Zhao Ziyang named vice-chairmen, 
| Deng head of military affairs commission. 


| 1977 12-18Aug. ° 


| still within framework of Mao's policy of 
| continuing revolution, Cultural revolution 
| policies affirmed. Hua Guofeng confirmed as 


| reassessed. 


| quadrupling economic output by the year 


| 3rd plenum (Peking) 
Decision on economic 


| States his reservations 











11th Congress (Peking) 
Policy of four modernisations is announced, 








party chairman. 















1978 18-22 Dec. 
3rd plenum (Peking) 

Shift from focus on class struggle to 
economic modernisation, rejection of 
cultural revolution policies. 

1981 27-29 June 

6th plenum (Peking) 

Hu Yaobang replaces Hua as party chairman. 


Cultural revolution and role of Mao Zedong 





1982 1-11 Sept. 
12th Congress (Peking) 


AA a - 


Adopts new constitution, announces goal of 


2000. Abolishes posts of chairman and vice- 
chairmen. 


1984 20 Oct. 


structural reform. 


1985 15-23 Sept. 
National Party 
Conference 


Chen Yun openly 


about reform, neglect 
of ideological and 
political work. 

1987 16 Jan. 
Enlarged politburo meeting (Peking) 
Resignation of Hu Yaobang and appointment 
of Zhao as acting general secretary. 
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excluded from Zhao’s list of legitimate 
orms of income. : 
-There were no new commitments on 
form, which’some observers in- 
reted as a setback. But the differ- 
over price reform per se are no 
ger theoretical. There is broad 
eement that rational prices are a 
5 R d idea in principle, but also that in- 
ation is dangerous and that provisions 
must be made for sectors of the public 
with essentially fixed incomes — includ- 
ing reform economists. 
- The immediate objectives of politi- 
cal reform are limited, and in some 
‘areas results may take more than a 
decade. Zhao reaffirmed the political 
leadership role of the party and the prin- 
| ciple of the people’s democratic dic- 
tatorship. “We shall never abandon 
four system], or introduce a Western 
_ separation of the three powers and dif- 
| ferent parties ruling the country in 
| turn,” he vowed. 
= But Zhao assailed the over-concen- 
| tration of power, bureaucratism and 
feudalism of the current political struc- 
| ture which “took shape uring the rev- 
 olutionary war and later developed in 
| the course of large-scale mass move- 
< ments while the party was intensifying 
` mandatory planning control of the 
~ economy.” 
ome proposals for realising separa- 
tion of the functions of party and 
government were startlingly concrete. 
“Henceforth party committees . . . will 


id. Party cells which ee 
ment departments should be abolished. 
© The party's leadership role is 
explicitly defined for the first time in 
- this report. It means that “the party for- 
| mulates political principles and direc- 
| tions, makes major policy decisions 
and recommends cadres for the key 
| posts in organs of state power. . . It 
makes its views the will of the state 
through legal procedures.” 
This new definition, and Zhao’s 
j ecific proposals to separate the func- 
| tions of party and government, though 
ot altering the party’s monopoly of po- 


| cumscribe the party within legal and in- 
stitutional forms, create an echelon of 
f professional officials not directly con- 
_ trolled by the party and weaken the struc- 
| tures through which party cells at pre- 
|. sent penetrate and control state organs. 
| This may be no revolution, but it is 
| not irrelevant either. The problem has 
| been not merely that the party’s power 
bsolute, but that it is diffuse, in- 
ed in personalities rather than in- 
tutions, and accountable — if at all — 
ly to individual party leaders. If 
x 0 are even partially 


change in the 








ical power, to an extent would cir- ` 


y rule. Ds 
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Mahathir cracks down 


‘Cannot wait until riot flares,’ says PM. 


By Suhaini Aznam in Kuala Lumpur 

„fter weeks of political and racial 

tension, and fearing a breakdown 
in law and order, the Malaysian Gov- 
ernment on 27 October detained 63 
ople including opposition leader Lim 
it Siang, in its biggest swoop under the 
Internal Security Act (ISA) since the 
12-year anti-communist Emergency was 
lifted in 1960. At least 15 of the de- 
tainees are from opposition political 
parties, six from the ruling coalition par- 
ties, six from public-interest groups and 
three- Chinese educationists. 

The following day, the government 
revoked the publishing licence of three 
local newspapers: the English-language 
daily The Star, the Chinese-language 
Sin Chew Jit Poh and the Bahasa Malay- 
sia tabloid Watan. The Star, owned by 
the Malaysian Chinese Association 
(MCA), is the more editorially indepen- 






dent of the country’s two English-lan- 
guage newspapers while Watan gives a 
regular airing to o ition views. The 
revoking of their licences, like the de- 
tentions, are theoretically indefinite. 
Speaking ‘on national television on 
28 October, Prime Minister Datuk Seri 
Mahathir Mohamad accused the oppo- 
sition Democratic Action Party (DAP) 
of championing racial issues — particu- 
- larly Chinese and Indian issues — which 
in turn had caused National Front par- 
ties to try to out-do it. This had pro- 
duced a heightened reaction from 
Malays, he said. 
“The government can not wait until 
riot flares up before taking action,” he 


added. 

- Stating that the arrests were made 
because a breakdown in law and order 
was imminent, the Inspector-General of 


‘Police Tan Sri Haniff Omar, said: “If it | 


is not imminent, we would not have 
acted now.” The arrests were made on 


-his orders. The grounds for arrest were 


not specified, Haniff merely saying that 


“we have sufficient grounds.” Under |- 


the ISA, the police can detain a person 
without trial for a maximum of 60 days, 
after which further detention is possible 
with the signature of the home minister. 
“The police gave deep consideration 
to what we have done and we found it 
absolutely necessary to contain the 
dangerous situation in the country,” 
Haniff said. Whether the spate of ar- 
rests would stop at 63 “depends on the 
outcome of present investigations,” he 
added. “We will detain more people if 


_ it’s necessary.” 


Two leaders from the dominant 
United Malays National Organisation 
(Umno) Youth wing, Tajuddin Abdul 
Rahman and Ibrahim Ali, were among 
those detained. Others from the ruling 


| coalition held in the swoop included 


MCA youth chief Datuk Yap Pian Hon 
and vice-president Chan Kit Chee. . 

Ironically, Lim, leader of DAP, and 
vociferous DAP lawyer Karpal Singh 
were arrested when they went to the 
ape station to inquire about two ear- 
ier arrests of DAP members — one of 
um Lim’s son, Malacca MP Lim Guan 

ng. ; ba, 

Conspicuous among the detainees 
from public-interest groups were Aliran 
president Chandra Muzaffar, Con- 
sumer Association Penang legal adviser 
Meenakshi Raman and Tan Ka Kheng, 
vice-president of ‘the Environmental 
Protection Society Malaysia, a staunch 
campaigner in the Papan anti-radioac- 
tive movement. s 

The detainees came from a wide 
cross-section of professions and affilia- 
tions, and Haniff told a press briefing 
that some of them acted in concert while 
others acted individually. — : 

To remove one of the more contenti- 
ous personalities from the scene, the 
MCA on the night of the arrests. sent 
controversial Labour Minister Lee Kim 
Sai on extended leave and he flew to 
Australia. Umno had been demanding 
Lee’s resignation because of his stan 
on Chinese education — the issue which 

rked the whole crisis (REVIEW, 29 

. and page 26). 

Apart from the security needs men- 
tioned by Haniff, other reasons for the 
startling action are still unclear. One 
theory bandied about is that the arrests 
are to placate Umno for the fact that a 
mammoth and potentially. pees 
watt tie pal ed for 1 Novem r was called — 

prim mister. 9 LE 





PICTURE YOURSELF IN THE SQUARE 


Exchange Square is the most significant office development ever undertaken in Asia. 
It's a magnificent threetower complex. Clad in Spanish rose granite, 
American glass and West German stainless steel. 

1.55 million square feet of space on the last remaining waterfront site in the 
Core Central business district of Hong Kong. 

Home of Hong Kong’s Stock Exchange. With a tenant list that reads like the Fortune 500. 
Superb facilities including integrated telecommunications and data systems. 

One and Two Exchange Square are already fully leased. But Three Exchange Square 
will be ready for occupation early 1988. 

If you'd like to take a closer look at the Square, now’s the time to do it. 

After all, it pays to address yourself properly. 








For leasing information, please contact: 
Hongkong Land (tel: 5-8428288, telex: HX75102) or 
Jones Lang Wootton (tel: 5-217171, telex: HX74247). 





There are two nore ents about 
financial Swaps. 


The first is that they are 
complicated. 


The second is that they're not. 















e hottest new products developed by the 
„investment banks. 


They also became the most 










-misunderst 





so While some companies 
-considered them too intricate and 
_exotic for their immediate needs, 
-Others (conversely) thought swaps 
-were far too simplistic for their 
-complex long-term strategies. 

A few brave treasurers 
' from both camps decided to test 
the water and, almost overnight, a star was born. 
We'd like to explain why. 
A swap is no more, nor less, than 
the trading of one type of financial 
commitment for another. 
For instance, you've borrowed at a 
floating rate, but your income during the debt 
period is fixed. 
Obviously, you don't like the 
exposure of mismatched income and debt 
streams, so you simply swap your floating rate 
ra fixed one. 

























Or you're in for a tough 
time because you have US dollar 
-assets and Yen liabilities (who 

doesn't?). 
So you swap your Yen 
debts for US dollar debts. 

Or your Swiss Franc 
assets for Sterling. 

You can even swap a 
floating debt in one currency for a 
‘fixed one in another. 

BES: By now you're asking: 
how can anything this good be 
simple? 











Like this. 

You want to swap your floating 
interest rate for a fixed one. 

z You're paying LIBOR + 4% right 
now, which is say 7%. But you believe the rate 
-< will rise over the period of the debt. 

















In 1986, swaps emerged as one of _ 


Bejing 1-5005566 Bombay 22-274516 Hong Kong 5-842312 18 Jakaria 21-5782213 


For further information contact your Chase Relationship Manager or one of our swaps desks Bangkok 2-2521 141 CH 
Kuala Lumpur 3-261001 | Seoul 2-758521 1 Singapore 5304432 Taipei 2-521322 Tokyo 3-287-4153 


Chase offers you a fixed rate of, 





say, 742%. 





We then agree to pay you the 
floating rate and you pay us the fixed. 

If the rates rise, you win. 

And even if they don't, you still win 
— because now you've created interest rate ~~ 
certainty. 













In fact, short-term maturity interest 
rate swaps have become so popular, we've put 
them on the screen. 

We offer to swap interest rates over 
a wide range of maturities based on rates — 
which we quote on the Reuters screen. We're 
the only bank that does. ; 

So when you find the one you 
need, you just call us and execute the swap. 

Okay, so it all looks wonderfully- 
simple and you're very happy for the treasurers. 
who can use those swaps, but you've bigger 
problems than mismatched interest rates or 
currencies. 

Let's say you have an oil-based 
income and long-term Yen debts, and the 
future is looking pretty exposed. 

We can do swaps that will 
substantially reduce your exposure by matching 
your income and expense streams. 

We can do swaps that will solve 
problems so complicated, it would take all day- 
to explain them. 

So call us and tell us about your 


































problems. 
We'll listen, then explain what we 
think we can do for you. 


Maybe the answer won't even be a 
swap at all. 





But there will be an answer. 

Because we re a global bank with a 
network doing business around the world, and 
a staff of professionals with a thorough 
command of the growing range of new financial 
products and services. 

Which means more solutions than 
you have problems. 
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The world now has two new 
benchmarks from the leader 
n high-performance personal 
‘omputing. The new 20-MHz 
COMPAQ DESKPRO 386/20 and 
he 20-lb., 20-MHz COMPAQ 
PORTABLE 386 deliver system 
performance that can rival 
minicomputers‘. Plus they intro- 
duce advanced capabilities 
without sacrificing compatibil- 
ity with the software and hard- 
are you already own. 





It simply works better, 
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Both employ an industry- 
standard 80386 microprocessor 
and sophisticated 32-bit architec- 
ture. Our newest portable is up 
to 25% faster and our desktop is 
actually up to 50% faster than 
16-MHz 386 PC's. But we did 
much more than simply increase 
the clock speed. 

For instance, the COMPAQ 
DESKPRO 386/20 uses a cache 
memory controller. It comple- 
ments the speed of the micropro- 


Introducing the two 


on eart 


The new COMPAQ DESKPRO 386/20" 


cessor, providing an increase in 
system performance up to 25% 
over other 20-MHz 386 PC's. It’s 
also the first PC to offer an op- 
tional Weitek™ Coprocessor Board, 
which can give it the performance 
of a dedicated engineering work- 
station at a fraction of the cost. 

They both provide the most 
storage and memory within their 
classes. Up to 300 MB of storage 
in our latest desktop and up to 
100 MB in our new portable. 


Hong Kong, Microware U.S.A. Limited, Tel. no.: 471289, Tix. no.: 89586. Indonesia, Gmkom, Jakarta, Telno.: 361343, Tix. no.: 663651. Malaysia, Microcomputer Centre, Kuala 
China/Minzu Hotel, Tel. no.: 568541 ext. 2957/2958, Tix. no.: 22848. People’s Republic of China, Eekon —Hong Kong, Tel. no.: 714028, Tix. no.: 76626. Philippines, Datronics, Manila, 
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and the new 20-MHz COMPAQ PORTABLE 386" 


Both use disk caching to inject 
more speed into disk-intensive 
applications. 

As for memory, get up to 16 MB 
of high-speed 32-bit RAM with 
the COMPAQ DESKPRO 386/20 
and up to 10 MB with the COMPAQ 
PORTABLE 386. Both computers 
feature the COMPAQ’ Expanded 
Memory Manager, which supports 
the Lotus’/Intel*/Microsoft* Ex- 
panded Memory Specification 
to break the 640-Kbyte barrier. 


Lumpur, Tel. no.: 7188332, Tix. no.: 37830. Pakistan, Computer Graphics and Systems, Lahore, Tel. no.: 237283, Tix. no.: 


With these new computers 
plus the original COMPAQ 
DESKPRO 386", we now offer 
the broadest line of high- 
performance 386 solutions. 
They all let you run software 
being written to take advantage 
of 386 technology. 

And to prove it, from now until 
December 31, 1987, we're including 
Microsofts Windows/386 Presenta- 
tion Manager free with your pur- 
chase of any COMPAQ 386-based 


PC. It provides multitasking _ 
capabilities with today's DOS 
applications to make you consid- 
erably more productive. But 
that's just the beginning. For 
more information, see the listing 
below to call the Authorized 
COMPAQ Computer Dealer 
nearest you. 











Intel, Lotus, Microsoft, and Weitek are’ 
trademarks of their respective companies. 
©1987 Compaq Computer Corporation. 
All rights reserved. 


24492. People's Republic of China, ComputerLa: 


Tel. no.: 818-2703, Tix. no.: 23232. Singapore, Computer Industries Ltd., Tel. no.: 225836, Tix. no.: 22907. Thailand, Olympia Thai, Bangkok. Tel. no.: 2340770, Tix. no.: 20191. 
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It’s a proven business formula: 


The right place at the right time. And you've got the Card. 


Experienced business travellers 


know that doing business depends on 
being in the right spot at the right time. 
Which is why so many executives 
carry the American Express” Card and 
choose Holiday Inn. 

Staying at Holiday Inn puts 
American Express Cardmembers in the 
tight place, in the heart of the business 


action, throughout Asia and the Pacific. 


And with an American Express 
. ® 
Assured Reservation’, you can be sure 


LOCATION * COMFORT © VALUE 


The Worlds First Choice 


Holiday Inn 


ASIA * PACIFE 


that your room will be ready and 
waiting, no matter how late you arrive. 
Should your plans change however, 
simply cancel by 6pm local time and 
ask for a cancellation number so you 
won't be billed. 

American Express Assured 
Reservations are available at any one of 
over 1,600 Holiday Inns. It’s a proven 
business formula that works worldwide. 
It’s also just one of the many privileges 
of American Express membership. Membership 
has its privileges.” 





oe 


Don’t leave home without it.* 





For further information and reservations: Contact your travel agent, any Holiday Inn or our Regional Director of Sales, c/o Holiday Inn Harbour View Hong Kong, TST PO Box 98468, 
70. Mody Road, Kowloon, Hong Kong. Tel: 3-7215161. Telex: HX38670. Cable: INNVIEW. Fax: 3-695672. 


29 Holiday Inn Hotels in Asia-Pacific: Bangalore + Beijing + 


Bombay + Colombo + Guilin + 


Hong Kong + Islamabad + Johor Bahru + Kanazawa + Karachi + Kuala Lumpur + Kuching + 


Kyoto + Manila + Nagasaki + Narita + Osaka + Penang + Phuket + Singapore + Surfers Paradise Australia + Sydney + Tokyo + Toyohashi + Yokohama 
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By Cari Goldstein in Taipei 

aes ruling pr morram fa (KMT) re- 
cent decision to allow family reunion 

visits to the Chinese mainland has un- 

leashed a wave of excitement across 

Taiwan. : 

Thousands of ageing mainlanders 
have besieged the o of the Repub- 
lic of China Red Cross Society, which 
has been deputed by the government 
to begin processing -applications by 
would-be travellers on 2 November. 

At the same time, businessmen were 
moving quickly to establish or 
strengthen commercial links with main- 
land concerns. Business and tourist 
travel are still forbidden, but the gen- 
eral feeling is that the authorities, in al- 
lowing family visits, intended to signal 
their disinclination to enforce remain- 
ing {sewn eninge 

eligious groups were getting into 
the act as well. In the central Taiwan 
town of Lukang, followers of Matsu, the 
patron goddess of Taiwan, had planned a 
pilgrimage to the sect’s original temple 
in Meizhou, Fujian province. For some 
weeks, fishermen from Fujian had been 
urging their fellow believers on Taiwan 
fishing vessels to attend celebrations 
scheduled for 28 October in honour of 
the god’s deification which, according 
to legend, occurred 1,000 years ago. 

The organised trip had to be cancel- 
led as a result of government pressure, 
however, because of excess publicity 

enerated when thousands of believers 
in Lukang and environs sought to join 
in. But a spokesman at the Lukang 
Tienhou Matsu temple said he thought a 
considerable number of local people 
would make the trip on their own. 

Taiwan has an estimated 3 million 
people who are considered to be of 
mainland Chinese descent. Presumably 
most still have relatives there. But it 
seemed obvious the rest of Taiwan’s 20 
million people would not necessarily be 
left out. Interior Minister Wu Poh- 
hsiung, in his 15 October instructions to 
the Red Cross, emphasised that no at- 
tempt would be made to determine 
whether applicants were truthful in 
claiming relations in China. His com- 
ments came immediately after Premier 
Yu Kuo-hwa’s formal announcement of 
the government’s new family reunion 
policy. 

Travel agencies in Taipei repared 
to exploit a whole new class of business. 
They reported receiving numerous in- 
quiries from individual clients about ar- 
ranging trips to China. One agent said 
her firm had already despatched several 
clients who refused to wait until the Red 
Cross formally began processing appli- 





















































Time to return home 


Relaxation of China-contacts policy unleashes a flood 











cations. Her company hoped to begin 
handling group tours as soon as arrange- 
ments with a suitable partner in Hong- 
kong could be completed. 

fficials in Taipei said agents would 
be permitted to make applications to 
both the Red Cross and the Bureau of 
Entry and Exit on behalf of clients. The 
only restriction is that local companies 
are not to contact mainland Chinese 
travel agencies directly, but must go 
through agents in Hongkong to book 
travel arrangements in China. 

Despite all this, the government still 
attempted to defend, at least rhetori- 
cally, its increasingly threadbare “Three 
No’s” policy towards Peking — no 
negotiations, no contacts and no com- 
promise. The selection of the Red Cross 
as a bureaucratic buffer was intended to 





underline the authorities’ contention 
that the end of the 38-year ban on travel 
to China is a strictly humanitarian, non- 
political gesture. 

Yu insisted there is no change in the 
government’s policy towards the rival 
regime in Peking. But it is clear the new 
rules will open the way for vastly in- 
creased ties with the mainland. 


hina has been eA termed 

“bandit territory” since the KMT’s 
1949 defeat by the Chinese Communist 
Party. In past decades, the island’s resi- 
dents looked outward to Western coun- 
tries or Japan, while virtually ignoring 
China — just km across the Taiwan 
Strait. Under such circumstances, exist- 
ing pro-independence sentiments 
among some of the majority native 


Taiwanese were fuelled by resentment 
over ss gies rule ey mainlander- 
dominated KMT. e government 
hopes one effect of tbe new policy will 
be to strengthen cultural and other 
bonds between Taiwan and the main- 
land, while avoiding any warming of 
sentiments towards the communist gov- 
grea itself. RE, id 

or its part, Peking greeted Taipei’s 
lifting of the travel ban — after some ini- 
tial confusion — with open approval. 
The State Council congratulated the 
Taiwan Government on its decision and 
said visitors would receive special visas 
without the travel restrictions that even 
Overseas Chinese often face. “Taiwan 
compatriots” are to be charged domes- 
tic rates for all hotel and transportation 
expenses. 

As early as 1979, the communist 
leadership had proposed a “three-com- 
munications” policy of mail, travel and 
business links. The p was to pro- 
mote an easing of tensions and prepare 
the way for eventual reunification of 
Taiwan and China under Peking’s rule. 
Although Taipei spurned the offer for 
years — and still rejects it — there are 
indications out of Peking that 
the KMT’s new travel policy is 
viewed as a big step closer to the 
realisation of what i 
leader Deng Xiaoping has called 
“the final task of the Chinese 
Revolution.” 

Interior Minister Wu said that 
all Taiwan nationals who claimed 
relatives in China will be permit- 
ted to-apply to the Red Cross for 

rmission to visit them — apart 

m civil servants and active 
mili personnel. One visit a 
year of up to three months is to be 
allowed. He said violation of the 
rules will make a person liable to 

i t under the newly 
ed National Security Law, which 
provides for denial of rights to go 
abroad. for people found to have 
illegally visited the mainland. 

ite the potential sanc- 
tions, indications are that many 
people still intend to avoid 
bureaucratic procedures completely. 
Some native Taiwanese without identi- 
fiable relatives in China believe that, 
rather than fill in a family reunion appli- 
cation with false names, it would be 
safer to avoid all official channels. 

Interest is running high in the busi- 
ness community, though businessmen 
are being especially cautious out of con- 
cern that flouting the new rules too bla- 
tantly might bring unwanted attention 
to their business or tax affairs. 

The possibility of moving production 
facilities to China, where wage levels 
are as little as 10% of those prevailing in 
Taiwan, is especially attractive. Busi- 
ness sources reported a flurry of 
exploratory trips to the mainland by 
footwear, garment and toy manufactur- 
ers. 
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Cory comes out fighting 


Businessmen rally to Aquino after hard-hitting speech 


By James Clad in Manila 
perps the Philippines’ long Span- 
ish history helps explain the almost 
Latin shifts of mood that frequently 
overtake its politics. Whatever the 
reason, a sudden swing in public senti- 
ment towards President (Corazon 
Aquino after a well crafted 20 October 
speech nicely illustrates the trait. For a 
short while, at least, her presidency has 
won renewed applause and endorsement 
from a wide range of political forces. 

The media, the business community, 
the US ambassador and even sections of 
the military welcomed the display of de- 
termination and candour delivered in a 
Manila hotel before about 1,300 busi- 
ness managers. During her address, the 
president abandoned her softer earlier 
style and instead went straight to the 
nub of the most pressing issue afflicting 
her government since the mutiny on 28 
August by rebellious soldiers: confi- 
dence in her ability to survive. 

The speech was notable for several 
reasons. First, it had a direct effect on 
the business mood in Manila — though 
the local bourse, as elsewhere in Asia, 
took a tumble in the wake of Wall 
Street's historic fall. Secondly, the pre- 
sident made “do-able” promises and 
gave straight-forward answers. 

The illegal barricades of striking 
workers would come down im- 
mediately, she said. They promptly did 
the next day at many strike-bound fac- 
tories. The private telephone monopoly 
would act more quickly on service com- 


nessmen. Early reports showed some 
improvement, 

The audience was even more pleased 
to learn that electricity tariffs would re- 
main at the same level until at least the 


end of the year, —_ this plainly left 
an increase nexty_ 


open the prospect o 
year. And a promise that all aryl 
forming government assets would defi- 
nitely be sold in the marketplace also 
won applause, despite the slow pace of 
privatisation since Aquino took power 
in February 1986. 

Another clear message of Aquino’s 
new political fortitude was when she 
said flatly that no new peace negotia- 
tions would begin with the communist- 
dominated National Democratic Front. 
“It is still fighting time,” she said. “Any 
talk of resuming talks . . . is unauthoris- 
ed.” 

Rumours of new defiance from the 
Armed Forces of the Philippines (AFP) 
earned caustic dismissal by her as mere 
“leverage for political pressure.” She 
added that “henceforth I shall rule di- 
rectly as president,” and at this point in 






her speech issued specific orders to have 
rubbish picked up, potholes filled and 
electricity rates frozen. 

Her speech had an appeal beyond 
businessmen’s worries about labour or 
electricity costs. It might not have been 
the stuff of great political rhetoric, but a 
promise ot hare all uncollected rubbish 
off Manila’s streets in seven days and to 
fill the potholes of those streets won an 
immediate response from the less-privi- 
leged public beyond the hotel lobby. 

Overall, the speech combined 
straight populist mass appeal with an 
artful wooing of business support, and 
both were won over on specific issues. 
But Aquino went still further in the clos- 
ing passages of her speech, addressing 
herself to what she called “the issue 
(at) reaty brought you here.” 

“The question yeu all really want to 
ask is: can she hack it? Isn’t she weak?” 
She continued: “Those are the ques- 
tions that were openly asked by all those 
who have openly challenged my power, 
authority and resolve.” 


P answering her own questions, 
Aquino accepted that her government 
had previously given the impression of 
vacillating. She also acknowledged that 
the style of a free-for-all and open 
discussion of cabinet-level differences 
might not work. 





But this did not mean that her oppo- 
nents, in and out of the AFP, had the 
upper hand. “I suspect the coup bubble 
has burst,” she told her applauding lis- 
teners. And even though a chain of 
ever-more aggressive mutinies — there 
have been six — had revealed a faction- 
split military, suppression of each revolt 
had revealed something else: a 
“triumph of professionalism,” she said. 

Does this turnaround in business or 
even the capital city sentiment about 
“Cory’s performance” — quickly af- 
firmed by the media — signal the close 
of the first phase of Aquino’s govern- 
ment? In short, is there consolidation? 

Slowed by each period of resistance 
but never halted altogether, the process 
of consolidating her position over 20 
months none the less has inched ahead. 
At various junctures analysts have pro- 
nounced her government to be taking 
too many steps too quickly. Abolishing 
the former national assembly or dismiss- 
ing thousands of local officials as- 
sociated with the administration of de- 
posed president Ferdinand Marcos 
struck many as too ambitious. 

So did the awarding of port and 
transport concessions to family-linked 
figures, or behind-doors deals with 
former “Marcos cronies,” but the ar- 
rangements have held fast. Alliances in 
the new congress favour Aquino’s coali- 
tion. And promotions within the AFP 
have also gone to friends of her govern- 
ment. 

In the tangling and unravelling of 
post-Marcos politics, at least one force 
openly accepts the fact of Aquino’s con- 
solidation. An article in the September 
issue of the clandestine monthly journal 
of the Communist Party of the Philip- 
pines, Ang Bayan, said the “develop- 
ments indicate that the Aquino clique 
indeed will further strengthen its hold 
on power and will leave its rivals no 
room to consolidate . . . [T]he domi- 
nance of the ruling clique in all institu- 
tions of power, once again to be ensured 
in the coming local elections, and the 
arming of its [private armed] forces out- 
side the AFP, attest to this.” 

Back-handed compliments from the 
enemy aside, the display of goodwill 
may yet quickly dissipate in Manila’s 
hothouse politics. Her speech, none the 
less, and the enthusiastic receptions 
during her travels in Mindanao during 
23-24 October, have for the moment 
pushed back an enveloping cloud of 
doubt about her political survival. 

For now the business community 
also has dropped its mien of veiled cyni- 
cism, embracing instead what it badly 
wanted to hear from her: the promise of 
steadiness and progress. That this came 
packaged in “anti-labour” rhetoric trou- 
bled almost no one among her key sup- 
porters, least of all US Ambassador 
Nicholas Platt. “The workers can only 
gain from skills and technology brought 
in by a better investment climate,” he 
told the foreign press on 22 October. I 
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Swiss Bank Corporation and personal investment. 
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How private is your investment? 


4 

g 
When you see how vast and impersonal investment counsellors, we’ve developed d 
the world of investment has become, a wide range of investment vehicles for 
the only “private” aspect sometimes seems the private client (a selection of carefully 
to be that it's your money at stake. selected funds, our own “cash bonds,” 
On the other hand, the most private and fiduciary accounts, discretionary port- 
personal way of keeping your money is folios, and so on). 
probably to stow it away under the So when you're making your own 
mattress. You've got to strike a balance personal decision, you can also make 
somewhere. And we have. a professional choice. 
Along with our international team of Privately, you'll be glad you did. 
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Swiss Bank 
Corporation 


Schweizerischer Bankverein 
Société de Banque Suisse 


The key Swiss bank 


| 
General Management in CH-4002 Basle, Aeschenplatz 6, and in CH-8022 Zurich, Paradeplatz 6. Over 200 offices throughout Switzerland. Worldwide 
network (branches, subsidiaries and representatives): Europe: Amsterdam, Edinburgh, Frankfurt, London, Luxembourg, Madrid, Manchester, vone ca 
Paris. North America: Atlanta, Calgary, Chicago, Dallas, Houston, Los Angeles, Montreal, New York, San Francisco, Toronto, Vancouver. Latin 

Bogota, Buenos Aires, Caracas, Lima, Mexico, Panama, Rio de Janeiro, Sao Paulo. Caribbean: Grand Cayman, Nassau. Middle East: Bahrain, agina ss 
Africa: Johannesburg. Asia: Hong Kong, Osaka, Singapore, Tokyo. Australia: Melbourne, Sydney. 
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posme relations with Moscow 
F have improved enormously in the 
past three years. The“ dramatic rap-. 
prochement between North Korea and: 
the Soviet Union began in May-198 
when President Kim Il Sung returned to | 
oscow for a state visit after a hiatus of 
3 years. Since then, military and eco- 
‘nomic cooperation. between the two 
ountries hasbeen stepped up. 
: In the military sphere, Pyongyang is 
eported to have obtained by mid-1986 - 
36. MiG23 fighters, 30 SAM3: missiles 
and 47 M2 helicopter gunships from 
foscow. In. 1985 and 1986, both coun- 
ss held joint military exercises.in the > 
Sea of Japan, based on their Treaty of 
Material Aid and Friendly Coopera- 

































































on. 

C. Likewise, the North Koreans have 
strengthened economic ties with the 
“Soviets. In accordance with their five- 
-year agreement on trade and economic 
cooperation (1986-90), Moscow has 
vided additional -economic assist- 
ince and pledged to help Pyongyang 
1odernise its production technology. 
Soviet aid: programmes include a nu- 
lear power plant with a capacity of 1.76 
illion kW, modernisation of the Kim- 
chaek ironworks, which will double its 
present production capacity, and the 
onstruction of 19 more major indus- 
-trial plants. 

- Hf a Radio Moscow broadcast in Oc- 
ober 1986 was correct, more than 60 of 
North Korea’s major industrial plants 
ave been renovated or newly built with 
Soviet aid. Currently, trade with the 
- Soviet Union constitutes approximately 
40% of. North Korea’s: total foreign 
rade. Moreover, more than 3,000 
Soviet advisers and technicians work in 
the country. Despite Pyongyang’s em- 
-phasis on the idea of chuche, or self-re- 
_ liance, North Korea is increasingly de- 


litary aircraft have acquired the right 
to fly through North Korean airspace on - 
-missions to and from Vietnam, altering 
their previous route. over the Sea of. 
Japan. Soviet warships of the Pacific 
_ Fleet have called on Wonsan and con- 
ducted joint exercises with North Ko- 
ean naval forces. 
“There are unconfirmed reports that 
Moscow is seeking to-establish naval: |. 
ses in the country. However, officials 
Pyongyang have categorically denied 
he: reports. One said: “The DPRK 
{Democratic People’s - Republic : of 
sa} is not a satellite of the Soviet | 
We value highly our in- 




























North Korea's balancing act 
between Moscow and Peking — 






¿ties and contacts between China and 


-tite talks amon 


dependence and sovereignty, and 
would never permit any foreign base on 
our soil.” Nonetheless, Soviet ad-. 
vances in Pyongyang are highly discer- 


84 | nible, threatening to change an equidis- 
tance in relations with Moscow. and Pe- 
king which Kim has so skilfully 


main- 
tained over the years. oo 
In this context, Kim’s trip to Peking 


_in May is highly significant. It was one of 


his clever balancing acts, designed to 
reassert North Korea’s independence, 
reassure. Chinese leaders: of Pyong- 
yang’s everlasting friendship and re- 
store a delicate equilibrium. 

Kim knows only too well that North 
Korea needs both China and the Soviet 
Union to underwrite its security, to fur- 
nish economic and military aid and to 
support the unification of Korea. 

Kim’s talks with Chinese elder 
statesman Deng Xiaoping, Premier 
Zhao Ziyang and other ranking leaders 








Peking also expressed sympathy for 
Pyongyang’s opposition to “cross recog- 
nition” of the two Koreas by the major 
powers and the two Koreas’ simultane- 
ous admission into the UN — proposals 
which have been advanced by South 
Korea and the US. In private conversa- 
tions, Chinese leaders blamed US intran- 
sigence and efforts by Seoul and Wash- 
ington to isolate North Korea in part for 
Pyongyang’s tilt towards Moscow. 

As. Pyongyang launched its third 
seven-year economic plan in April, hop- 


| ing to accelerate the technological mod- 


ernisation of its industries and speed up 
its overall economic development, Kim 
also: sought. more economic aid from 
China during his May trip. l 

-- Reportedly, Deng suggested that 
Kim make an inspection tour of China’s 
Shenzhen Special Economic Zone, lo- 
cated just’across China’s southern bor- 
der with Hongkong. Deng, who views 


. Shenzhen as the showcase of his econo- 


mic reforms and. open-door policy ‘to- 
wards the rest of the world, SppareUNy 
was hinting to Kim that North Korea 
should institute similar reforms and a 
similiar open-door policy. 

Over the years, Pyongyang has 


| shown interest in. China’s reform ef- 





in Peking served other purposes as well. 
In the wake of the forced departure of 
Chinese Communist Party general sec- 
retary Hu Yaobang early this year and a 
campaign against “bourgeois liberalisa- 
tion,” the North Koreans wanted to know 
what was going on in the Chinese leader- 
ship and in the apparent shift in China’s 
domestic and foreign policy — and the 
implications of all this for Pyongyang. 
Likewise, the Chinese used the sum- 
mit to clarify Peking’s policy towards 
the Korean Peninsula and allay Pyong- 
yang’s misgivings and grievances. that 
resulted from a recent port call to 
Qingdao by warships of the US Seventh 
Fleet and the ever-growing economic 


South Korea. The Chinese, feeling 
‘compelled to display solidarity with the 
North Koreans, reiterated Peking’s sup- 
port of a Pyongyang proposal for tripar- 

North Korea, South 
S. 





Korea and the 


:Parris Chang, a professor of political | 
science, is director of Asian studies at 
Pennsylvania State University and au- 
thor of numerous publications on 
Chinese and Asian affairs. He visited - 














forts. When Kim Jong Il, President 
Kim’s son and political. heir; visited 
China in June 1983, he inspected several 
factoriés, including Shanghai’s Baoshan 
Steel Complex — a Sino-Japanese joint 
venture. Vice-Premier and Foreign 
Minister Kim Yong Nam and other 
North Korean officials did visit Shen- 
zhen to acquire a first-hand knowledge 
of foreign investment there. 
l n fact, since 1984, Pyongyang has pur- 
sued without much fanfare measures 
to encourage foreign investment and 
joint ventures, and to expand trade with 
the West — including capitalist coun- 
tries which have no diplomatic ties with 
North Korea. To justify such a major 
shift; Kim Jong H was quoted as saying: 
“Building an independent national econ- 
omy on the principle of. self-reliance 
does-not mean building an economy in 
isolation. An independent economy is 
opposed to foreign economic domina- 
tion and subjugation, but it does not 
rule out international economic coope- 
ration.” 
In September 1984, North Korea’s 
Supreme People’s Assembly enacted a 





joint-venture law to regulate and boost . 


foreign investments in “industry, con- 
struction, transportation, science and 
technology, and tourism.” : 

But North Korea will need much 
more than the passage of a joint-venture 
law to attract foreign investment. The 
West’s. continuing «mistrust of. North 





Korea, and Pyongyang’s failure to ser- 
| vice its previous foreign debts, resulting 
_| in the default announced recently 









MORE THAN 10°000 HOURS 
TO DEVELOP 
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Western banks, stand out as the two 
major obstacles discouraging Japanese 
and Western investments. The rigidity 
of North Korean leaders and their lack 
of understanding of the West have com- 
pounded Pyongyang’s problems. 

However, there are several mea- 
sures North Korea can undertake which 
could improve its access to Western cap- 
ital and technology. For example, it is 
imperative that Pyongyang earnestly in- 
stitute economic reforms and an open- 
door policy following China’s positive 
experience. Similarly, opening the ports 
of Chongjin and Wonsan to foreign 
ships would be seen as another step in 
an open-door policy. 

Pyongyang would also inspire inter- 
national confidence if it actually carries 
out its well publicised arms-reduction 
policy and commits more manpower 
and resources to civilian economic con- 
struction. Moreover, North Korea 
could greatly enhance its international 
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image by allowing its athletes to take 
part in the Seoul Olympic Games next 
year and by helping to stage the games. 
Those nations which seek to main- 
tain peace and stability should do what 
they can to induce North Korea on the 
road to greater economic involvement 
in the international community. First, 
the US can help reduce Pyongyang’s 
isolation by allowing North Korea to 
join the Asian Development Bank. 
Likewise, Japan should ease restric- 
tions on trade and investment in North 
Korea by Japanese corporations and its 
ethnic Korean residents. Furthermore, 
Japan is in a favourable position to 
elicit North Korea’s cooperation by pro- 
viding selective development loans. 
South Korea should welcome, rather 
than oppose, such initiatives by the US 
and Japan. No doubt, the prospects of 
peace and stability in Northeast Asia 
would be greatly enhanced if Pyongyang 7A] Begant Jewellery Co. ld. $5 Kune prormers QD ELDORADO warem:» wwo 
does not feel isolated and is devoted to = SUNNY WATCH & JEWELLERY 00. LTD. 
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By Suhaini Aznam in Kuala Lumpur 


hen. Prime ‘Minister Datuk Seri 
Mahathir Mohamad ‘announced 
on 17 October that Kuala Lumpur 


‘Heads of Government 
(CHOGM) in 1989, it startled those 
familiar with his previous views and 
those who knew that Malaysia had even 
‘contemplated the possibility of quitting 
the organisation, The fact that Malaysia 
was making a bid to host the next sum- 
mit itself was a well-kept secret. 

. Mahathir did not volunteer any de- 
tails for the shift in attitude, save to say 


Vancouver he was “convinced-that we 


wealth Secretary-General Sir Shridath 
Ramphal for his persuasive powers. 
-Ramphal has.on a few previous occa- 
“sions argued that Malaysia would be far 
better able to influence the Common- 
ealth from within than without. 

The shift of position should not be 


“would host the next Commonwealth: 
Meeting» 


that after attending the CHOGM in | 


should stay.” He also praised Common- | 








Staying on the inside 


Mahathir opts to influence Commonwealth from within 


cautioned an insider. The decision to re- 
main-a member is in fact an extension of 
Malaysia’s non-aligned policy. 

« Born of a network of Britain and its 
former colonies, - the ‘Commonwealth 
members are — with the exception of 


‘Canada; Australia, New Zealand and | 
| in the Bahamas. However, he didat- 


Britain itself — almost. by. definition, 
developing nation states, seven of them 
in Asia. For Malaysia, the Common- 
wealth builds automatic bridges to. the 
Caribbean, Africa and the South Pacific. 

Having negotiated a peaceful inde- 
pendence from Britain in. 1957, Malay- 
sia was for 25 years:an unwavering sup- 
porter of the Commonwealth, a reflec- 
tion perhaps of its close links with Bri- 
tain in the early years.. But Britain’s 
entry into the-EC in 1973 méant it was 
distancing itself from the Common- 
wealth. 

After. Mahathir assumed. office. in 
1981, Malaysia’s foreign policy shifted 
away from such traditional associations 
with the developed West to greater in- 
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low developing countries; The past few 





years has seen increasing emphasis on 
Asean, the Organisation of Islamic 
Countries, on South-South dialogue 
and Malaysia’s identification with 
smaller Pacific states’ interests. ` 
The larger Commonwealth forums 
are often dominated by “international 
stalwarts” “addressing world issues 
which are: not particularly relevant to 
Malaysia; observed an officer familiar 
with its workings. Mahathir skipped the 
summit in.Melbourne in 1981 and New 
Delhi in 1983 — describing them.at the 
time as “just talk and very little pro- 
ress” — but attended the 1985 meeting 


tend the Commonwealth Heads of Gov- 
ernment Regional Meetings in Fiji.in 
1982 and Papua New Guinea in 1984 in 
line with his emphasis on relations with 
South Pacific nations. The. regional 
grouping felt there was no necessity to 
meetin 1986 but Malaysia is due to host 
the next one in 1988. 


ahathir himself has not been shy in 

his. criticisms of what he once 
termed “a social club of English-speak- 
ing ex-colonies.” There must be a “radi- 
cal change in the attitude” of some 
members if the Commonwealth was to 
survive, he said. “There is nothing com- 
mon about the wealth of the Common- 





exaggerated as indicating a change in 
Malaysia’s. foreign relations priorities, 





teraction with Asian neighbours and fel- 


wealth,” Mahathir again said in Sep- 

































Sultan takes a hand | 
_MCA minister stripped of title after schools row 


Th Sultan of Selangor on 23 October stripped Labour 
-E Minister Lee Kim Sai of two medals and the honorific of 
“datuk” that went with the higher award, for having “created 
turmoil in Selangor by playing on racial issues.” Lee is dep- 
uty president of the Malaysian Chinese Association (MCA) 
and a Selangor subject: i 
The sultan’s announcement came after he met a 20- 
_ member delegation from the Selangor chapter of the govern- 
-ment’s dominant party, the United Malays National Organi- 
sation (Umno), whose Youth wins. has been agitating for 
e's expulsion from cabinet over the Chinese schools issue 
EVIEW, 29 Oct.). The sultan, however, stressed that it was 
s prerogative to grant or withdraw awards and his action 
was not the result of political pressure. 
In November 1986 the sultan had given Lee a “stern warn- 
_ ing” not to question the indigenous status of the Malays, but 
my advice and warnings seem to have been taken lightly and 
ignored,” he said. Lee has in the past claimed that all three 
_ major races in Malaysia originated elsewhere and none has a 
_ greater claim to being indigenous than the others. The sultan 
_ warmed that he would not hesitate to take action against any- 
_one who questioned the sovereignty of the rulers, the status 
of the Malay race and language and threatened the security 
of the state, irrespective of race and political affiliation. 
© Qn 26 October the sultan instructed the state legal 
adviser and the attorney-general to review the state 
constitution to allow him to banish “traitors to the monar- 


which had existed during his ancestors’ reign. “I want back 
this law which has been missing since independence,” said 


the sultan, who is studying the conduct of two or three un- 





chy.” Such a provision would in fact reinstate an old law — 





named others with a view to taking action. against. them. 
: Meanwhile in Penang, Malaysia’s first. prime minister, 


-Tunku Abdul Rahman, advised the rulers “not to get in- 


volved in politics. Their Royal Highnesses are above the law 
and above politics and they must keep themselves above all 
these things,” he said. “What has been done cannot be un- 
done, but for the future, I hope they will keep themselves out 
of politics and maintain their high prestige and position as 
rulers of the states.” Lee’s offence had to be very grave to 
warrant “such a severe punishment,” said the Tunku. To the 
best of his knowledge, no one had been deprived of their 
“datukship” even after they were found to have committed 
criminal or political offences, he added. But Lee’s offence 
was “rather vague,” he said, and Lee himself has said that he 
was “a victim of false reporting.” Sis} 

Lee has denied allegations that he had demanded that 
Chinese be made the official language of the country and 
asked for Education Minister Anwar Ibrahim’s resignation at 
a meeting of the Chinese Education Associations on 11 Oc- 
tober. Upon returning from a visit to Europe, MCA presi- 
dent Datuk Ling Liong Sik said that he had complete confi- 
dence in Lee and that Lee’s controversial appearance at a 
meeting with members of the opposition Democratic Action 
Party and Chinese associations on the education issue was on 
his instructions and with the MCA’s endorsement. ° ae 

In this uneasy atmosphere between some segments o 
Umno and the MCA, the Perak Consumers’ Association has 
appealed to Umno to call off its mammoth rally, celebrating 
Umno’s 41st anniversary, in Kuala Lumpur on 1 November. 
City residents were “already stocking up on food” and par- 
ents are worried for their children’s safety, said association 
vice-president Razman Yahya. Umno has applied for police 
permits to use two large stadiums for the event which is ex- 
pected to draw 500,000 from across the country. z 
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tember 1986, opening the Common- 
wealth Parliamentary Conference in 
Kuala Lumpur. “Often there is noteven 
a great wealth of understanding be- 
tween us. Thus the rich among us fre- 
quently refuse even to understand the 
problems faced by the poor — even 
when the problem is of their making.” 

The moment of reckoning came in 
July 1986, when Malaysia joined others 
in boycotting the Commonwealth 
Games in Edinburgh in protest at Bri- 
tain’s refusal to i economic sanc- 
tions against South Africa — the first 
non-African country to join the 
boycott. By October, the cabinet had 
directed the Foreign Ministry and the 
Institute of Strategic and International | _ 
Studies (Isis), a quasi-government | 
think-tank, to study the pros and cons of 
remaining in the onwealth. The 
Isis findings, basically a subsidiary re- 
ah to the one done by the ministry, 

acked up the latter’s arguments for 
staying in. 

The studies had looked at five op- 
tions, ranging from a formal withdrawal 
from the Commonwealth to taking a 
more dominant role in the 48-member 
organisation. In between, it could also 
opt to be a sleeping member — sending 
junior officers to keep a watching brief 
at meetings — it could maintain the 
status quo, or it could, without shifting 
away from the status quo, more actively 


































seek opportunities for advancing Ma- 
laysian interests, say on technical co- 
operation and trade. 

The studies recommended the last 
option and concurred that the benefits 
of remaining a member far outweighed 
the costs. As its 1.5% share to the sec- 
retariat, Malaysia contributes £94,466 
(US$56,700) a year in fixed member- 
ship fees and a fixed sum of £3,870 to the 
Science Council; it also contributes 
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£15,000 to the Commonwealth Youth 
Programme, and this year is doubling its — 
contribution to the Commonwealth | 
Fund for Technical Cooperation to | 
£100,00. ni 

In return, Malaysia shares the bene- | 
fits of Commonwealth study program- | 
mes on youth, women, terrorism, en- 
vironmental concerns and mutual assist- 
ance in judicial matters, among others. 

Like the other developing countries, 
Malaysia could not seek a dominant role 
because that would demand too greata 
financial commitment. Also, as a small | 
country, Malaysia simply lacks the Fae y 
tical clout. But if it had quit the Com- 
monwealth, Malaysia would have had ~ 
no leverage to express its unhappiness — 
with the policies of any country with | 
which it found itself in disagreement. 
Mahathir feels particularly strongly | 
about sanctions against South Africa | 
and at the recent meeting also tried to — 
persuade the others to retain Fiji's 
membership while it solved its internal 
problems. 

Tacitly, several of the smaller coun- | 
tries would like to exert more influence — 
in Commonwealth agenda-setting, a | 
feeling reinforced by Britain’s adamant “f 
lone stand on apartheid. Britain’s views | 
seem manpara AÀ out of step with other | 
members, reinforcing the growing feel- 
ing Britain is not the Common- | 
wealth. 
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AND SERVICE COMPANY 


(in FF million) Year First Half Change $ 
1986 1986 1987 } 

Total sales Volume 12,935 6,150 6,992 +13.7% ¥ 

Consolidated sales 9,558 4,544 5,274 +16.1% 

Net pre-tax earnings, excluding exceptional items ; 

OGNINA PNPA MY OTOSI) 440.9 107.7 185.8 +72.5% À 
231.45 38.0 53.6 


Netincome, excluding exceptional items (Group share) 


+41.1% 





Accor has opened 74 hotel units since January 1, 1987, bringing the total in 
construction. Accor hotels now number 80,000 rooms, 50% of which are in countries 


operation to 608 at the end of September. An additional 69 are under 
outside France. 


In the catering field, 290 new contracts were signed, bringing the total number of restaurants served to 2,220. The total volume of service vouchers 


issued has advanced 22%. 
Group consolidated sales increased by 16.1%. 


Keeping in mind that Accor's businesses are highly seasonal in nature, earnings for the first half are always very weak in comparison to earnings for 
increase in earnings before taxes and minority interests results from the ex- 


the full year. Net after-tax earnings are in line with estimates. The greater 
performance 


ceptional 

lands and in Portugal. 
The year so far has been highlighted by several events: 

— In France: 

Formula 1, the low budget hotel chain concept, after a successful market testing phase, went 

— Abroad: 

Accor has decided to focus on development of its hotel business in North 

ship with Compri Hotel Corporation, an American 

signature of a 5th hotel 

and establishment 


| Eamingsforthefulyear shouldbe on target with our forecasts. 


of Ticket Restaurant in Brazil and from changes in the scope of consolidation, with 


into the development stage. 
week since July 1987. Hotelia, specialized in residences for the elderly, now manages 5 hotels and the outlook for this concept is very promising 


regard to companies in the Nether- 


, with one new opening per — 


contracts for the Sofitel chain and in partner- a” 


America, under management 
company, to open thirty Compri hotels in the US and Canada in the next five years. ian 
contract in China, 
of 3 Courte-Paille grills 
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completion of a 1000 room construc- * 
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PAKISTAN 


A grassroots’ test 


Opposition leader Bhutto seeks credibility in local-council polls 


By Husain Haqqani in Islamabad 
O e leader Benazir Bhutto 
as started a nationwide tour to or- 
anise her Pakistan People’s Party 
(PPP) for local-council elections, likely 
to be held by 7 December. 

Attendance at Bhutto’s public meet- 
ings now is generally much smaller than 
the massive crowds she attracted upon 
her return from exile last year, but the 
recent rallies have been sufficiently 
large to confirm Bhutto's position as the 
opposition’s most popular figure. 

Unlike last year, when an angry 
Bhutto demanded the government's 
resignation and called for an immediate 
general election, the opposition leader’s 
tone this time is more pragmatic. She is 
making conciliatory remarks about the 
armed forces and has so far avoided set- 
ting deadlines for the government to 


‘meet demands for fresh elections. In- 


stead of focusing her criticism on Presi- 
dent Zia-ul Haq, Bhutto’s target this 
time is Prime Minister Mohammed 
Khan Junejo’s ruling Pakistan Muslim 
League (PML) — the PPP’s main rival 
at the polls. 

Bhutto is also paying greater atten- 
tion to local-level organisation and the 
projection of potential candidates in 
each electoral district. PPP sources say 
Bhutto has decided to make the local 
elections a test of her party’s ability to 
translate her personal popularity into 
votes. If PPP-backed candidates per- 
form well at the non-party local polls, 
Bhutto would be in a better position to 
press her claims for an early general 
election on a party basis. 

The PPP needs to demonstrate its 
strength after a series of setbacks since 
Bhutto’s return to Pakistan. The party 
and its allies in the 11-party Movement 
for Restoration of Democracy (MRD) 


failed to mobilise support in the streets 
after Bhutto’s brief detention in August 
1986, demonstrating the opposition’s 
inability to force the government’s hand 
through confrontation. 

The subsequent defections from the 
PPP by almost all prominent colleagues 
of Bhutto’s late father created doubts 
about her ability to hold the party to- 
gether. But throughout this period, con- 
ventional wisdom continued to be that 
Bhutto’s charisma would suffice to lead 
her party and its allies to victory in fair 
elections and that the only problem for 
the opposition was to ensure the holding 
of free polls. 

The defeat of a PPP-backed candi- 
date in a parliamentary by-election in 
September broke the myth of the 
party’s electoral invincibility. It was ac- 
companied by severe strains within the 
opposition alliance and a realisation 
among some of Bhutto’s colleagues that 
an anti-Zia campaign was not sufficient 
to remove the government. 

Instead of insisting on a boycott of 
political institutions created under mar- 
tial law, the PPP has virtually accepted 
the new political order. It is currently 
restructuring itself to play politics by 
existing rules and win. 


A important element of Bhutto’s new 
strategy is to disengage the party 
from the MRD and to avoid involve- 
ment in new broad-based opposition al- 
liances. The PPP’s representative in the 
MRD, Rao Abdur Rashid, wrote in a 
recent newspaper article that the group- 
ing had outlived its usefulness and 
should now be given “a decent burial.” 
According to this view, broad-based 
alliances are necessitated by extreme 
repression or harsh government policies 


— conditions which have eased since 
the end of military rule. In an environ- 
ment of relative political freedom, the 
opposition should concentrate on or- 
ganising itself for an electoral show- 
down with the government. Alliances 
among parties of uneven strength, 
though indispensable in confrontational 
politics, could prove obstructive while 
oo fe and campaigning for votes, 
PPP stalwarts say. 

But leaving the MRD does not mean 
the PPP will not try to maintain opposi- 
tion unity on issues of importance to all 
parties. Bhutto is willing to cooperate 
with significant opposition groups in at- 
tempts to secure an early general elec- 
tion date as well as to ensure that elec- 
tion rules are not designed to favour the 
ruling party. 

For this purpose, Bhutto is not 
averse to accommodation with the or- 
thodox Jamaat-e-Islami, the country’s 
most disciplined religious party, which 
supported Zia in the early years of mar- 
tial law but now bitterly opposes the re- 
gime. 

The Jamaat recently elected a new 
amir, or chief, paving the way for major 

licy changes. The new chief, Qazi 

usain Ahmed, 47, is a senator from 
North-West Frontier Province and be- 
longs to the more politicised younger 
generation of the 46-year-old party. His 
predecessor, Mian Tufail Muhammad, 
was considered to be personally close to 
Zia and was responsible for toning 
down the party’s militancy during the 
Zia years. 

Ahmed has publicly declared that he 
will not allow past bitterness between 
the Jamaat and the PPP to hinder tacti- 
cal cooperation in new circumstances. 
While a formal alliance between the two 
parties is unlikely, their willingness to 
stop fighting would be a major threat to 
the government. 

e Jamaat is considered the most 
organised and resourceful of Pakistan's 
political groupings, while the PPP is the 
most popular opposition party. Even 
tacit cooperation between them could 
upset Zia’s political calculations, which 
have so far assumed their rivalry as a 
permanent feature. Any softening of at- 
titudes between the PPP and the religi- 
ous activists would also lead to a change 
in the military's position towards 
Bhutto’s party. 

The relative electoral strength and 
organisational ability of political parties 
will be put to the test in the local-council 
elections. Although these elections will 
formally be held on a non-party basis, 
almost all parties are expected to sup- 
port candidates in an attempt to win 
control of municipalities in cities and 
district councils in rural areas. 

The PML is already organising at 
the ward level, to be able to get more of 
its members into the local councils, and 
the actual polling timetable will be an- 
nounced at short notice to deny the op- 
position similar organisation. o 
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You want to know that the computer system you install today will be 
the computer system you need tomorrow. You need to set 
computerisation goals that match business goals, anticipate future 
needs, and be ready to act once new opportunities arise. There is 
someone who can help you do just that — your IBM Authorised Dealer 
or System Remarketer. He’s got what it takes to do the job. 


The right training. All our dealers have been through rigorous 
training to make sure they know our equipment from the inside out. 
And we teach them how to teach you. 





The right service. The kind of service you’d expect from IBM. Every 
IBM Authorised Dealer is committed to keeping ) your equipment in top 
shape. Because we know how important that is to you. 


The The right advice. The number of hardware and software choices is 
growing every day. The right dealer can make sure you have the best 
combination to do your job right. You'll save money because you won't 
buy something you don’t need. 


The right place. Your IBM Authorised Dealer is a professional who 
offers complete business solutions. He’s got the right products, the right 
service and, most important of all, he’s got IBM behind him. 
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| AFGHANISTAN 


i j in 
Stingers in a tale foes oe 


The mujahideen, it appears, sell US missiles to Iran to Quetta in Pakistan and sold to i 


By Elaine Parnell in Peshawar 


he diversion of US-made Stinger 

anti-aircraft missiles from Afghan 
mujahideen guerillas to Iran has raised 
doubts about the US ability to exert a 
Eon Darina on the Afghan re- 
sistance. While three different explana- 
tions have been offered, there are fears 
among the mujahideen that the diver- 
sion may stir a pet were backlash 
in the US which could hold up the ex- 
pected delivery of long-range 120-mm 
mortars and sophisticated mine-detect- 
ing equipment. 

At the end of last year, intelligence 
sources say, Iran broadened its support 
of the Afehai resistance to include 
Sunni as well as Shia factions. The 
REVIEW has learned that extensive 
Iranian financial support has been ex- 
tended to these groups. In addition, 
traditional harassment of Sunni groups 
by Shias has been reod; and assist- 
ance is now given to upsoperating 
along the ae-Afghacisar border. At 
the same time, Iranian teams which are 
spreading their version of Islam while 
purchasing arms have been operating 
inside Afghanistan. “The only explana- 
tion is that the Iranians are trying to in- 
crease their power base in an effort 
eae US influence,” a diplomat 
sai 


Allegations that the mujahideen 
were selling Stingers — shoulder-fired 
missiles designed for use against low- 
flying fixed-wing aircraft and helicop- 
ters — to Iran came to light just over a 
month ago after commanders from the 
Hezb-i-Islami group reportedly sold six 
to nine of the missiles for US$1 million. 
On 21 September, Stinger batteries and 
cases were found on an Iranian boat 
captured by the US in the Gulf. 

In a subsequent, and unusual, public 
disclosure of an intelligence report, US 
Defence Secretary Casper Weinberger 
said that the missiles had almost cer- 
tainly been stolen from the mujahideen 
by Iranian Revolutionary Guards. 

The leader of Hezb-i-Islami, Younis 
Khalis, having at first denied all knowl- 
edge of the incident, then endorsed the 
US version. Privately, however, he has 
admitted that the commanders were 
“rogues” who had acted entirely on 
their own and would be dealt with se- 
verely by his guerillas. 

Some Western diplomats in Is- 
lamabad discounted Weinberger’s 
statements as a cover-up; an attempt to 
appease poe opinion in the US Con- 
gress with an assurance that the mujahi- 
deen were not engaged in freelance 
dealing with the Iranians. Indeed, the 
US Embassy in Islamabad said that 
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intelligence sources suggest. Fui 
more, a Pakistan political agent 
vealed that a number of Stingers 








had been taken through the tribal area 
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terested parties. 
The security risk of the Stingers is a 
there was no substance to the reports | headache for the authorites. Althoug 
and that there would be no investiga- | additional precautions were taken, di p- 
tion. Asked whether they were con- | lomats believe that the leakage can only 
cerned, the reply was: “Well, not real- | be plugged if agents supervise the actual 
ly.” It would be incorrect to say they | use of each Stinger. 5) 
were concerned and incorrect to say Pakistan authorities have also ex- 
they were not, an embassy official said | pressed fear that the Soviet-backed Af- 
in a masterful piece of diplomatic lan- pm army may use Stingers against 
ge. akistani aircraft. The Kabul regime 
The te saga highlights the | has openly displayed a number of 
paradox of US foreign l prag in the re- | gers and British-made Blowpi is- 
gion: on the one hand its unabashed | siles captured from the mu 
support for the Afghan resistance and, | The Stinger is the most sophisticat 
on the other, its confrontation with | portable anti-aircraft weapon in the 
Iran. world. Perceived as a talisman by the 
There is now fear in Washington that | mujahideen, it has lifted morale sig- 
the conflict in the Gulf could widen anti- | nificantly. But unequal distribution 
US sentiments within the mujahideen | across the country has resulted in inter- 
and help foster a stronger om > in be- oup fighting between the haves and 
tween Iran and the rillas. However, cease T 
many diplomats feel that though the Interviews with a broad section of 





























areas where Stingers are 
known to be deployed. But 
there the impact stops and it 
nothing approaching the 
ion given by some that th 
tinger has tilted the balance of 
the war. Furthermore, the 
psychological impact is only 
confined to eastern and parts 
of northern Afghanistan. In- 
the south, around Kandahar 
and west towards Herat, Soviet 
air superiority remains unwor- 
ried by the possibility of 
Stinger attacks and the threat — 
of Mi24 helicopters forces the 
feeling towards Washington is one of | mujahideen to carry out all operations 
ambivalence, the mujahideen are too r dark. - 
pragmatic to fall under the domination Diplomats concede that more often. 
of Iran. than not, reports wrongly attribute the 
downing of aircraft to Stinger missiles — 
Pp ragmatism has always been the Af- | when actually it is conventional anti-air- _ 
ghans’ strength. It is no secret that | craft guns which are responsible. But — 
weapons destined for the battlefield are | the much-publicised claims about the | 
sold, traded and appropriated by any | Stinger’s efficacy serve both sides of the | 
groups with access to the “consign- | conflict. g 
ment,” which include Pakistan au- For the Soviets, the Stinger reports 
thorities, mujahideen political parties | bolster claims of increasing Us involve- _ 
and field commanders. Although a | ment in the war. And for the Ameri- 
leakage in the pipeline is considered in- | cans, they justify their stance that more 
evitable in this part of the world, there is | and better weaponry for the resistan ce 
disagreement over how significant the | will in time put Powe on the Soviets 
losses are. to abandon the Kabul regime and with- 
Some diplomats say that as much as | draw. However, some Afghan resis 
two-thirds of arms deliveries is | ance sources now fear the reports of the 
siphoned off. Of the 1,000 Stingers de- | diversion to Iran may result in the ex- 
livered, 300 were diverted by Pakistan | pected deliveries of more sophisticated 
for its own use with US acquiescence, arms being put on hold. —— 
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| FOREIGN RELATIONS 





| By Nayan Chanda in Washington 

E A long-simmering difference between 
AA the US and China over Peking’s 
| sale of Silkworm surface-to-surface mis- 
| siles to Iran came to a climax on 22 Oc- 
| tober when the US froze any further 
| liberalisation of technology sales to 
- China. 

| But the move is unlikely to have any 
| long-term impact on Sino-US relations. 
| Sources told the REVIEW that the US 
| decision not to liberalise further high- 
| technology sales to China was designed 
| more to avoid making a controversial 
| decision at a time of tension than to 
| penalise China. The US State Depart- 
| ment announcement clearly qualified 
| the action by underlining its temporary 
| nature. 

il The department's announcement 
| said that “during this period of rising 
| tensions in the Gulf we have decided not 
_ to proceed for now with the review of 
| certain liberalisations of high-technol- 
| ogy export controls on the PRC [Peo- 
_ ple’s Republic of China].” The symbolic 
nature of the move explains the fairly 


. tion of Sino-US relations 12 years ago. 

i Silkworm missiles from China. But it 
was not until earlier this year — several 
months after the US-Iran arms-for- 
| hostages scandal became public in 
November 1986 — that the US began to 
urge China to stop selling the weapons. 
The Chinese response was simply to 
_ deny that it was selling any Silkworms to 
| Iran. “At a time when the Iran arms 
| scandal was rocking Washington, the 
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low-key Chinese reaction to the first US | 
“sanction” of sorts since the normalisa- fy 


Since mid-1986, US intelligence had || 
known about the Iranian decision to buy | _ 
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| US-designed, Japan-made 

| Japan opts for General Dynamic’s F16 fighter 

| [Lg aving decided not to develop mapai a support 
| E ifighter of its own, Japan’s choice of the US-designed 


| General Dynamics F16 as the basic model for their aircraft — 
code-named FSX — maximises the opportunities for local 


’s sea lanes, a job done at the moment by the Fl, | be prod 


imate 


Technology cocooned 


| US retaliates against China’s sale of Silkworm missiles 


Chinese were polite not to laugh the 
Americans out of court,” said a dip- 
lomat familiar with the issue. 

The Reagan administration, in pub- 
licly defending its decision to put 
Kuwait’s 20-ship oil fleet under the 
American flag, claimed that a major 
reason was the Iranian acquisition of 
Silkworm missiles. The US feared that 
the missiles, which have a range of 80 
km, would be able to hit ships anywhere 
in the Strait of Hormuz, the vital pass- 
age linking the Gulf to the Indian 
Ocean. 

In a bid to pressure China, the 
Reagan administration hinted at the 
possibility of pre-emptive US air strikes 
at Silkworm launch sites in Iran. In 
June, US National Security Adviser 
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help Japan avoid US complaints that Japan 
it alone on a crucial defence matter (REVIEW, 15 Oct.). US 
conte notably Sen. John Danforth, had warned that 
an all-Japanese aircraft would have escalated the trade war 


OTS E arink 
Frank Carlucci that bluntly announced: 
“We obviously are displeased that the 
Chinese are selling these kinds of 
weapons.” 

All of this pressure had little effect 
on China. “It is not something ideologi- 
cal or even strategic. The Chinese sim- 
ply need the cash,” a congressional 
China specialist said, explaining Pe- 
king’s continued sale of the missiles to 
Iran. He said that at one stage in mid- 
1986 China’s foreign-exchange reserves 
had dropped to just US$1 billion. 

Although the Reagan administration 
felt it could do little in the face of persist- 
ent Chinese denials of sales, it was 
under increasing pressure from con- 
gressmen who were uring ee adminis- 
tration to penalise China by halting US 
military sales. After the first Silkworm 
missiles hit US-owned ships and those 
flying the American flag, the US Senate 
passed a resolution — moved by Sena- 
tors Frank Murkowski and Alan 
Cranston — that called on the adminis- 
tration to review all transfers to China 
of military-related technology and to 
warn Peking that its continued selling of 
missiles may “seriously jeopardise US- 
China relations.” 

With unfortunate timing, just as the 
temperature has been rising on Capitol 
Hill over the developments in the Gulf , 
the inter-agency group reviewing 
liberalisation of technology transfer to 
China came up with a new package of 
technology which could be sold to 
China. This package would have in- 
cluded some new items under the so- 
called “green-zone” categories — dual 
civilian-military technology — which 
are automatically licensed for export by 
the US Commerce Department without 
reference to the Pentagon. 

In April the administration expanded 
the “green-zone” items to 32 (REVIEW, 
6 Aug.). Administration sources told 


„the REVIEW that “it would have been 


embarrassing to announce a new 


“| liberalisation package at this time.” D 


has decided to 


between the two countries. 
It is also far cheaper than a modified twin-engined F15. 


The Japan Defence Agency 

billion (US$1.2 billion) to ae and produce 130 of the 
ingle-engined F16 aircraft, thoug 

the final cost will be considerably greater. 

In any case, money was less 
F16 offers to Japanese defence contractors. The fighter that 
will roll off the assembly line may look like a US aircraft, but 
almost all the main com 
be Japanese. These 
make the aircraft lighter and more difficult for enemy radar 
to detect. The com 
uced | , as will its so-called “active phased- 
array” radar. Only things such as components to improve 
manoeuvrability will be developed jointly with the US. 


says it would cost a total of ¥ 165 
many observers believe 
portant than the scope the 

nents, apart from the engine, will 
ude special composite materials to 
ter and electronic weapons controls will 
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FOREIGN RELATIONS — 


By Nayan Chanda in Washington 
A the height of US-Japan: tension 
over alleged “unfair” Japanese 
trade practices involving semiconductor 
sales earlier this year, a public relations 
firm employed by a Silicon Valley com- 
‘pany came up with a campaign theme: 
“Zap the Jap.” After some delibera- 
tion, the board of the US semiconductor 
‘company dropped the proposal as being 
too provocative. 
However, the sentiment behind the 
‘slogan seems to be finding new adhe- 
‘rents as US-Japan tension over trade, 
investment and security has continued 
to grow. Yet at the same time, there is a 
strong surge of interest in things Japan- 
ese and a greater than ever push by state 
governments to seek more Japanese in- 
volvement in their economies. 
‘o After months of wrangling over 
Japan’s trade barriers and the imposi- 
‘tion of sanctions against Tokyo for al- 
_legedly violating a US-Japan semicon- 
ductor accord, Japan-bashing reached a 
symbolic peak in July when nine mem- 
‘bers of the US Congress assembled on 
the lawn of Capitol Hill to smash with 
‘a sledgehammer a Toshiba radio-cas- 
‘sette. The congress voted to ban the im- 
‘port of Toshiba products. 
-> The explosion of anger at Toshiba 
for selling sensitive military technology 
to the Soviets summed up US frustra- 
ns, prejudice and fear. The “Toshiba 
affair,” said a long-time US observer of 
‘US-Japan relations, “is Pearl Harbour 
nadifferent guise — it tells you: ‘Don’t 
rust these people’.” 
Of the many elements that appear to 
“fuel anti-Japanese sentiment in the con- 
gress and among. some in the Reagan 
administration and in the country’s 
isiness community is the question of 
ist — a question that has profound im- 
lications for the US-Japanese alliance. 
However, along with concerns about 
the reliability of Japan has come a dis- 
““concerting awareness of how closely the 
fate of the two countries is related. 
af the US defence umbrella is. vital 
for Japan, so is Japanese capital and 
technology for the US. If silent propel- 
lers in Soviet submarines made on 
_ Toshiba machines threaten the security 





Toshiba products hurts industry on both 
-sides of the Pacific. A heightened reali- 
sation of the US’ own economic weak- 


stined to sink or swim together has only 

added to Washington’s xenophobia. 
Japan-bashing is not new in the US, 

nor is friction.over trade. But the ten- 





aseries of events: 





„of both Japan and the US, a ban on` 


ness and that Japan and the US are de-. 


sion has reached new heights this yearin | 


Clouds.over the rising sun 


America lashes back at Japan’s growing economic might 


» US national security concerns and. 
pressure from- Washington and the 
American business community led 
Fujitsu Co. to abandon its plan to buy 
US-based Fairchild Semiconductor. 

» For the first time since World 
War H, Washington imposed trade 
sanctions against Japan — a US$300 
million tariff on Japanese electronics 
imports. 

» The congress passed a tough trade 
bill that would require the president to 
retaliate against Japan 
and other countries 
which had huge trade S 
surpluses with the Ki 
US. Phe ws 
> The congress passed 

a trade-bill amend- 
ment to ban the import 
of Toshiba products 
to the US for two to 
five years. 

» The US Senate at- 
tached amendments to 
a Defence Depart- 
ment authorisation bill 
that criticised Japan’s 
trade with Vietnam 
and called on Japan to 
increase its contribu- 
tion to military secu- 





rity. 
One of the main 
causes of US-Japan 


friction has been the 
issue of Japan’s unof- 
ficial “administrative” 
trade barriers to Ame- 
rican imports, against 
the backdrop of a 
growing US trade. de- 
ficit. Despite near- 
ly a 50% revaluation 
of the yen against the 
US. dollar and piece- 
meal trade concessions 
on Tokyo’s part, Japan’s trade sur- 
plus with the US has continued to 
mount. 

This has deepened Washington's 
conviction that; the Japanese practise 
“adversarial trade,” has brought cries 

| of. help from American industry 


burt by. the flood of Japanese imports 
and. has generated protectionist legisla- 
tion. After years of effort to bring down 
Tokyo’s trade barriers, the continued 
Japanese practice of selective protec- 
“tionism in support of such hi-tech indus- 
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tered the congress. 

“We are no longer talking. about the 
Japanese threat to our industry, we are 
talking about the Japanese threat to this 
country,” said an influential senator’s 
aide. Earlier trade disputes involved 
motor vehicles and the steel and textile 
industries, but at stake now, the aide 
said, is “US supremacy” in things such 
as supercomputers, semiconductors, 
fighter aircraft and high-technology. A 
recent Japanese decision to buy the 
American-made F16 fighter instead of 
building their own fighter has helped to 
lower the temperature in Washington, 
but there is doubt about how much. of 


the aircraft Japan will actually have 


made in the US. 

The US trade deficit has also brought 
into. critical focus 
Japan’s trade with 
other countries. Japan 
| has been accused: of 
using the pull-out of 
some US companies 
from South Africa to 
boost its own trade 
with Johannesburg, 
for example: Its trade 
with Vietnam has also 
been condemned in 
the US, “The Japanese 
give the impression 
that they are ready to 
take over the world. 
They want to have it 
all. The sense of greed 
and ruthlessness they 
convey truly frightens 
many,” said a Wash- 
ington consultant who 
works for the Japan- 
ese. 


dding to concern is 
Japan's lobbying 
machine — the most 
powerful marshalled by 
- any nation in Washing- 
ton, with 133 registered 
$ lobbyists and an esti- 
: mated US$60-milliona 
year budget. The list of 
lobbyists for . Japan 
reads like a who's who of former US gov- 
ernment officials but, in view of the 
growing trade deficit, even the most in- 
fluential of these lobbyists has a dificult 
time. “All the lobbying and hired Guccis 
in the world cannot touch the structural 
problem that I see continuing to influ- 
ence US-Japan trade,” said Stephen 
Cohen of the American University: 
Although Japan has tried to blunt 
criticism by transferring factories to the 
US it has not satisfied everybody. US 
state governments. welcome Japanese 
investment that creates jobs, but 
domestic . industry. feels threatened. 
Ironically, many Americans now accuse 
Japan. of “neo-colonialism,” an alleged 
practice that US -multinationals. have 
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long been criticised for by Third World 
leftists. 

Critics say Japanese investment in 
the US threatens to transform key sec- 
tors of the US economy into “screw- 
driver” assembly operations, with 
“value-added” work done in Japan. 
One analyst said: “Since US parts 
suppliers are largely excluded from sell- 
ing high value-added, high-technology 
components to Japanese manufacturers 
and the Japanese facilities are little 
more than assembly plants — a critical 
body of engineering and technical ex- 
pertise is being lost.” 

US manufacturers and legislators are 
anxious that American-based Japanese 
car plants will bring along with them 
their own Japanese suppliers. A study 
by the US Embassy in Tokyo forecasts 
that some 400 Japanese auto-parts firms 





will come to the US in the next four 
years. 

Also arriving are banks, construc- 
tion companies and even travel agents 
which deal exclusively with Japanese 
firms in the US. As an example of such 
wholesale transplants of industries, one 
analyst points to Toyota, which has set 
up its US facilities in the state of Ken- 
tucky and has brought along its “family” 
of suppliers. Ohbayashi Corp. came to 
coordinate the construction of the 
Mat in plant, Tokai Bank and Bank of 
Tokyo — financiers to Toyota — have 
set up shop nearby, and parts suppliers 
such as Nippondenso, Aisin Seiko and 
Toyoda Gosei have all opened factories 
near the Toyota plant. 
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Underlying Washington's worries 
about the US trade deficit is the fear 
that American industry will lose its 
technological lead to Japan. Staff of the 
US House of Representatives’ armed 
services subcommittee estimates that 
80% of the semiconductors used in 
weapons systems come from Asia. 

Aside from the volume of microchips 
supplied to the US by Japanese firms, 
Japan has begun supplying “critical” 
components for weapons systems. For 
example, Japan supplies all the “float- 
zone” silicon needed for space-based 
weaponry. It is also the main ee of 
gallium arsenide chips, critical for the 
Reagan administration’s Strategic De- 
fence Initiative. 

In a recent report, the Pentagon-es- 
tablished defence science board task 
force on semiconductor dependency 
pointed to the serious depen- 
dence of US defence and elec- 
tronic systems on Japanese- 
made chips and starkly con- 
cluded that “the Japanese can- 
not be relied upon” to transfer 
semiconductor technology for 
military use. 

The report also warned: 
“Without a semiconductor in- 
dustry to provide a base for all 
of our high-technology en- 
deavours, the future economic 
strength of this country is 
threatened. Downstream ef- 
fects will be pervasive: loss of 
jobs, opportunities and quality 
of life. Losing this industry will 
result in a weakened economy 
and weakened defence.” 

In the last decade, Japan's 
share of the world semiconduc- 
tor market has risen from 25% 
to 45%, while that of the US has 
shrunk from 60% to 40%. By 
the year 2000, a scholar 
warned, “American industry 
and _national-security policy 
would become hostage to Ja- 
panese strategic interests.” Ja- 
panese dominance of the 
semiconductor industry can 
lead to a “cycle of decline, 
protectionist pressure, for- 
eign direct investment and 
loss of independence.” 


It was in the face of such a public | 


campaign and deliberate information 
leaks to the media that senior adminis- 
tration officials opposed the sale of Fair- 
child Semiconductor to Fujitsu. The 
aborted sale has brought into question 
trust in the US-Japan relationship. Con- 
cerns raised during the Fairchild sale 
seemed justified post-facto with the 
news that Toshiba had clandestinely 
sold sensitive technology to the Soviets. 
“The affair showed that the Japanese 
can sell us down the river to the 
Soviets,” a Senate aide told the 
REVIEW. 

The US commitment to defend free- 
dom of passage in the Gulf and the Iraqi 









Subscribe now 


and ensure your copy each week. 


FarEasternEconomic 


JETSPEEDED RATES 








.-- plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind. 


Rate: Soft cover US$27.50 or HK$215 (or 
the equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon. 





C Please include the Yearbook at extra 
| US$27.50/HK$215. For airmail delivery, 





| please add: US$7/HK$55 
Payment ot is enclosed 
| (Please print in block letters) 
| Name 
| Address 
| County 
| O Jetspeeded O Surtace mail 




















































ttack on the frigate USS Stark only 
dded fuel to the anti-Japanese sènti- 
ient. “When wë are getting our butts 


- question arises “whose tankers are 
defending?’,” said a congressional 
nalyst. “People now want a fundamen- 
tal restructuring of the way the Japanese 
have been doing business, including 
king responsibility as a global power. 
eeing that they are not responsive only 
reinforces old feelings that are fairly 
‘Strong. The Japanese cannot just get 
away with PR [public relations].” 

= After dissecting all the reasons for 
US frustration and anger at Japan, 
analysts are still uncer- . 

ain how to explain the 
intensity of the critic- 
‘ism. Gerald Curtis, direc- 
tor of the East Asia Insti- 
tute at Columbia Univer- 
sity, said: “There. is no 
reason for this intense 
-emotional antipathy that 
‘one senses so strongly 
-on [Capitol] Hill. There 
s something else happen- 
ng. It is hard for me 
o think that a congress- 
man would smash some 
French machine if- that 
‘rench company had sold 
he. machines. «to -othe . 
oviet Union.” 

While a number of ob- 
ervers —— from a senior 
dministration official to 
in academic Japan spe- 
cialist — suggest that ra- 








nly | cism play 


usted off in the Persian Gulf, naturally 
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ne others fqoally know- 
fuels anti-Ja- 





ledgeable deny that racism 
panese feeling. -. 

“I am convinced,” said Prof: Ber- 
nard Gordon of New Hampshire Uni- 
versity, “that racism is a factor in all 
the Japan-bashing that’s going on. The 
fact is that 46 years later, the Japanese 
are still paying the price for Pearl Har- 
bour.” > 

A congressional aide who deals fre- 
quently with the semiconductor indus- 
try concurs. “Under the surface of the 
criticism, I see a strong anti-Japanese 
feeling, a sense of outrage that the coun- 
try we defeated and then rebuilt should 


y. 


[ _ ]Direct Japanese investment in US 
E Direct US investment in Japan 
Sources: Japanese Ministry of Finance, US Department of Commerce. 
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be trying to do usin. The word you hear 

mostis ‘ungrateful’.” But Curtis dismiss- 
ed racism and countered: “The domin- 
ant factor is the difficulty the Americans 
have in facing up to the fact that we may 
be losing, losing our competitive edge. 
We are losing it to the Japanese and we 
are not good losers.” 


¿Japan specialist James Morley of 
Columbia University points to the 
US' new sense of vulnerability in the face 
of Japan’s growth. “We haven’t had the 
experience of the rise of a great power, 
except ourselves, in our time. This is a 
great power that is coming onto the world 
scene. We don’t know 
how to adjust to it and so 
it is threatening. I think 
that is perfectly natural. 
` Though the threat, that 
sense of it, is on an econo- 
„mic front, it probably ` 
does tap older atavistic 
sentiments. It touches off 
nationalist strains. | am 
not sure they are racial.” 
Even if the un“ 
employed in the US and 
the owners of: American 
industries hurt by the Ja- 
panese economic inva- 
sion are displaying racist 
feelings, they make up 
only a very small part of 
the country. Amid all the 
. Japan-bashing,’ 40 ‘state 
governments have 
opened offices in Tokyo 
to woo Japanese investors 
































wes US legislators’ denunciation 
of Japan for unfair trading gets. all 
he media attention, a quiet battle has 
een shaping up between the two na- 
ons over the leadership in technology. 
That contest is being fought in univer- 
sities and companies’ laboratories. The 
J§ is not just concerned about its de- 
ndence on Japanese capital but also 
ts over-reliance on foreign brains for 
lechnology with which to stand up to the 
apanese challenge. 
“Despite a US-Japan defence tech- 
ology cooperation agreement signed in 
983, only three transfers of Japanese 
ilitary technology have taken place so 
ar. Recently Japan agreed to partici- 
ate in research on the Strategic De- 
fence Initiative — Star Wars — but Ja- 
anese companies are so concerned 
bout losing their technology to US 
competitors that there is doubt about 
the extent of the much-vaunted coope- 
ation. 
= The US too has reasons for concern. 








Battle in the labs 


S worries about Asia’s emerging prowess 


\ recent study by the National Science: 
‘oundation (NSF) showed that in 1985. 





foreign citizens earned. 57% of en- 
gineering doctorates awarded and 
about 40% of doctorates in both 


| mathematics and computer. sciences. 


Among the. foreign recipients of en- 
gineering doctorates, 70% were Asians. 


| While many engineers and scientists re- 


mained in the US, most of the Chinese 


| and Japanese recipients returned home. 


The NSF estimates that in the 1990s 
there will be 25% fewer Americans at col- 
lege, which could translate into a short- 
fall of 700,000 engineering and science 
graduates over 25 years. There is likely 
to be greater US demand for foreign sci- 
entists and engineers. Some. hi-tech 
companies are also worried by Japanese 
efforts to recruit US scientists. . 

While the US needs foreign talent, 
there is also the fear of losing valuable 
technical knowledge through them. The 
US worry was demonstrated by a recent 
Japanese conference on superconduc- 
tors — superconductors conduct elec- 
tricity with little or no electrical resist- 
cance. The conference was closed to for- 


-eigners, though European scientists. 





first discovered superconductors which 
were later advanced by their Japanese 
counterparts. 

The US is worried that like previous 
US developments, components using 
superconductors. could turn up on a 
large scale in Japanese consumer pro- 
ducts. Testifying before a congressional: 
panel, a Massachusetts Institute of”: 
Technology (MIT) scientist. said that _ 
“most of the fundamental knowledge- 
[about superconductors} has come out 
of US labs. But the Japanese. are al- 
ready making devices. If we don’t get 
our act together, we don’t have a 
chance.” 


“Mhe US is also stepping up efforts. to 

E increase its pool of. scientists with 
knowledge about Japanese develop- 
ments. Three years ago there were.an 
estimated 400 scientists in the US who 
were studying Japanese. but. now. in 
MIT's Japan programme alone there 
are 250. Begun in 1981, the MIT pro- 
gramme. provides industry-sponsored 
scientists with three -years of training in 
language and “survival” in a Japanese 
enyironment before sending them off to 
Japan: to work for Japanese industry. 
After the scientist returns to the US he 
re-enters the corporate job marke 7 



















with various incentives, including spe- 
cial schools for Japanese children. 

At American universities, there is a 
mini-boom in Japanese studies, with 
many offering Japanese language 
courses and courses in Japanese society, 
business management and the econ- 
omy. There are now 19 Japan-US 
friendship societies in the US. 

Curtis, however, fears that the con- 
stant barrage from the politicians may 
change the benign public attitude to- 
wards Japan. “It is not yet showing up 
much in polls or anything really con- 
crete, but it seems to me to defy com- 
mon sense to think that we can go on for 
years with leaders saying that Japan is to 
blame for a lot of our problems and the 
American public not to believe it.” p 
























It is unclear how useful the training 
aonne proves to be to US scientists 
tie rs in the US even academic 
training run up against corporate 
barriers. Recently an em yee of the 
Japanese Fuji Corp. was denied admis- 
sion to the business programme at 
Rochester University’s of Man- 
agement because of objections from 
one of the main rate rs of 
the university — Kodak. K report- 
edly was worried that its main Japanese 
rival, Fuji, might obtain proprietary in- 
formation thro the e or 
secure valuable telligence 
from Kodak employees attending 
courses. 


Faced with adverse publicity about 
ae Ea its kokdamie fecdom 
under pressure from corporate n- 
sors, the university eventually reversed 
its decision. But by then the Fuji em- 
ployee had joined another programme 
at MIT. — Nayan Chanda 
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Manila 81-59-711 Sydney 232 1933 Tokyo 503-4111. 

Or any International Airline, Travel Agent 
or Inter-Continental Hotel. 
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‘Lgaving conquered the US market 
E UB with their cars, TVs, pee disc 
players and video recorders, the Japan- 
ese seem poised to take over corporate 
America. Statistics about Japan’s actual 
hare of foreign-owned property in the 
US may well be less than dramatic. But 
‘newspaper headlines and magazine 
overs present the image of a US where 
ing — from the skyscrapers of 
Manhattan to the sprawling manufac- 

turing plants of the Midwest — lie 
vulnerable to the Japanese on- 


_ Slaught. 
~ Among real estate brokers, a black 
humour quip captures the mood: “Since 
_ the Americans can’t sell any product to 
Japan we are going to sell America.” A 
real estate agent from California, who 
has brokered a few deals, said: “I sure 
| am making some money but I hate to 
- see the Japanese taking over all these 
| properties.” 
_ Japanese capital has sd been 
| financing the US budget deficit but that 
does not seem to have drawn as much 
| attention as the fact that Japanese 
| money has been buying up choice prop- 
erty across the country. The chairman 
of Chrysler Corp., Lee Iacocca, 
_ dramatised the plight of the US by call- 
| ing it a “nation of tenants.” 
| A US commentator, after Japanese 
| bought a huge amount of property in 
| Hawaii in just one month, raised the 
c's of the bulk of US assets being 
| acquired by foreigners, with far-reach- 
ing political, economic and social ef- 
- fects. “What are the hazards of becom- 
| jing a colonial territory again?” he 
| asked. 
| The increase in Japanese real estate 
. ases has been atic. Accord- 
| ing to one estimate, in 1986 the Japan- 
ese invested US$4 billion in real estate 
— nearly three times the total of all past 
| Japanese property investment in the 
US. Japanese acquisitions have not only 
been in large volume but also high-pro- 
- file buys. Recently, a group of Japanese 
_ companies bought the Exxon Building 
_in New York City’s Rockefeller Centre 
- for US$610 million and the Tiffany 
| Building on Fifth Avenue at US$94 mil- 
lion. Another landmark building, the 
| American Broadcasting Co.’s New 
| York headquarters, was bought by an- 
Ne “engl Japanese group for US$165 mil- 
| lion. 
| In Los Angeles, Arco Plaza was 
| bought by the Japanese from the Bank 
| of America and Atlantic Richfield for 
| US$620 million. In ae a Japan- 
_ ese company bought the Hyatt ee a 
| in Waikiki, Hawaii, for US$245 million, 
bringin most of Hawaii’s top hotels 
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nder Japanese ownership. The recent 
te of Japanese real estate purchases 
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has raised it from third ranked to 


can-built i 


Corpo ate Japan takes a stake in US property, factories 


q first among foreign landlords in the 
S 


However, the headline-grabbing 
price of property purchases and the 
symbolic Japanese control over some 
of the steel-and-glass “commanding 
heights” tend to obscure the fact that 
real estate constitutes only a very small 
portion of direct foreign investment in 
the US. And the US$4 billion of Japan- 
ese real estate purchases pales before 
total new construction in the US of 
about US$300 billion. 

However, the increase in Japanese 
investment in barki equity and man- 
ufacturing has been also large enough to 
draw attention and raise nationalistic 
eyebrows. Late last year, Sumitomo 
Bank bought a 12.5% share of top in- 
vestment banker Goldman Sachs & Co. 
for US$500 million. 

In March, Nippori Life Insurance 
bought 13% of Shearson Lehman 
Brothers. These purchases in major US 
investment firms underlined the shift in 


STATES 


Mid-west 104 


the economic balance that has been tak- 
ing place for some time. While the 
Japanese purchases were seen as an 
inevitable consequence of the 
emergence of Japan as the largest cred- 
itor nation, these have also frayed some 
nerves. 


C ongressional leaders, worried about 
the lack of access to Japan’s finan- 
cial market, publicly wondered whether 
stocks and bonds will “go the way of au- 
tomobiles and steel.” Would the Japan- 
ese gain increased access and er 
over US financial markets without of- 
fering reciprocity to Americans? 

Three Japanese-owned firms were 
granted the privilege of being “primary 
dealers” in US Treasury bonds but no 
US firm had obtained equivalent rights 
in Japan. “I don’t have an objection to 
letting them in here, but only if we can 
compete on equal terms in their mar- 
kets,” Sen. Jack Garn said. 

In recent years, Japan has considera- 


i i 


se i ; + 


ee aa ee Set i Se a a 
bly exp: its manufacturing invest- 


ment in the US. While the establish- 
ment of Japanese factories has created 
tens of thousands of jobs, their assem- 
bly-type operation has raised concern 
about “economic colonialism.” Some 
435 manufacturing plants in the US now 
are wholly or partly owned by the Ja- 

ese — nearly double that of 1980. 

e heaviest concentration of Japan- 
r plants is in California, which 
has 153 plants, but 10 other states have 
20 or more. 

The plunging value of the US dollar 
has enabled the Japanese and others to 
step up their acquisition of US com- 
panies. Last year, 47 US companies 
were taken over by the Japanese com- 
pared with 27 companies in 1985. One 
of the largest deals involved Dai Nippon 
Chemicals buying the eating ink divi- 
sion of Sun Chemical Corp. for US$550 
million. 

Nearly two-thirds of the US$100 
billion invested abroad by the Japan- 
ese flowed into the US. Most of it, how- 
ever, went to purchase US Sany 
bonds. Net Japanese purchase of U 
stocks rose from US$257 million in 1985 
to US$5.6 billion in 1986, and reach- 





ed US$3.4 billion for the first quar- 
ter of 1987. Although a dramatic in- 
crease, Japan is still far from assum- 
ing any degree of control over US indus- 
try. 
The surge in Japanese direct invest- 
ment in the US — from US$16 billion in 
1984 to US$24.4 billion in 1986 — still 
amounts to only 11.6% of total foreign 
investment in the US. Moreover, most 
of the direct investment does not in- 
volve manufacturing but instead goes to 
wholesale trading companies that 
promote imports into the US from 
Japan. 

“While this growth [in Japanese in- 
vestment] is not a trivial matter, espe- 
cially in political terms,” write leading 
economists Martin and Kathleen Feld- 
stein, “there is no basis in fact for the fear 
that the Japanese are gaining control of 
American industry and real estate.” 
Fear is often not based on facts, or at 
least those which are relevant. 

Nayan Chanda 
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We’re redefining the limits of 
international financial services. 
And that takes more than just 

a global presence. 





Do you need a fleet of 28 wide-bodied jets to be a major force in the air? 
You do if you're reaching for the sky. 








To service our ever-expanding route network, Thai International has one of the world’s most modern 
fleet of aircraft. This includes six magnificent 747Bs and Asia’s largest fleet of wide-bodied A300s, 





spearheaded by the hi-tech A300-600s. To top it all off, our new Stretch Top 7475 are a 
coming. Thai. Centuries-old traditions. Innovative thinking. State-of-the-art technology. ™ 









Live the legend in Bangkok. 
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From its privileged position on the 
River of Kings, The Oriental Bangkok 
has watched in stately splendour 

the parade of history passing 

through its doors. 

For more than a century we have 
provided monarchs, dignitaries, artists 


and writers, as well as distinguished 
world travellers with the elegant 
grandeur and discrete personal service 
that has earned us the reputation of 
the finest hotel 

in the world. The legend. 

Where greatness has come to Stay. 
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© WHAT, dear reader, would you 
have done if you had been the editor ofa 
daily Hongkong newspaper when the 
world’s stockmarkets crashed on 19 Oc- 
tober? More particularly, what if your 
newspaper was sponsoring an invest- 
ment conference geared to the bull:mar- 
‘kets’ bandwagon that week, entitled 
“Money °87 — an affair being promoted 
on local television by a sequence of 
greedy. speculators screaming in turn 
“Money! Money! Money!” What if you 


were due to bring out a colour supple- 


ment entitled Banking and Finance ’87 
replete with advertising and with arti- 
cles written during the terminal fever of 
the bull market? What if that supple- 
ment was to bear the embarrassing pub- 


lication date of 23 October, and the pre- | 


printed copies featured headlines like: 





Ee STOCK MARKET 
Hang Seng: up, 
up, up and away | 


What if the front cover of this supple- 
ment carried a blurb reading: Hong- 
ko 's boomin stockmarket asset a 
cracking pace year and shows little 
sign of a let up as records continue to 

tumble... . And despite these lofty 
levels and volumes, the pundits say the 
end is not in sight. 

Would you sadly note that jour- 
‘nalism deals within an ephemeral com- 
“modity —- news — and that experts and 
pundits get things wrong? Would you 
decide that your newspaper’s credibility 
would suffer if it published such arrant 
nonsense four days after the crash? 
Would you decide that you did not wish 
your organ to be seen as'a member of 
| the chorus promoting. the very greed 

-that had driven the markets up to such 





a | unrealistic levels? Would you decide to 


pulp the edition (after all, that’s been 
done before) and get your expert team 


of business and investment writers. 


(after all your or an advertises itself as 
“One of the world’s great newspapers”) 
and get them to rewrite the copy? 

@ OR would you shrug over your edito- 
rial desk and decide to publish the sup- 
plement anyway? (After all, if the Hong- 
kong. Stock Exchange can close. its 
doors, stick its head in the sand and 
hope the crisis will go away, why 
shouldn’t a newspaper?) .Would you 
simply pen an apologetic para; raph on 
the newspaper’s front page re ernng to 
the lesa on Hongkong’s - “vi- 
brant” financial world (after all, it was 
still vibrating, if only from shock) and 
explain that parts of the magazine had 
already been published (presumably for 
distribution. to the Money, Money, 
Money. conference) “before last Mon- 
day’s disastrous stockmarket crash.” 

© WHATEVER his reasons, the editor 
of the South China Morning Post chose 
he latter course: ~ 





| 





@ LAST week, an American acquain- 
tance told me sadly about the collapse of 
his relationship with an old friend, a 
self-made billionaire who epitomised 
the American ethic of competitive en- 
terprise. The breach occurred after the 
friend began arguing passionately in 
favour of imposing quotas on Asian stu- 
dents’ places at Us universities. He did 
not actually complain that they were too 
able or that they worked too hard; his 
line was that Asian students were not 
benefiting sufficiently from university 
(where, he claimed, it was more import- 
ant to learn to get on with other people 
than to. achieve academic results) and 
that the Asians were “distorting the 
Grade curve.” This is a concept new to 
me; apparently it refers to a bell-shaped 


-graph of degree results which, whatever | 


the standard of any given class, ordains 
that its average scholars should get 
C-grades. My friend, who has adopted a 
young Chinese girl, was affronted. 
@ ACCORDING to a report by the US 
National Science Foundation, „Asian 
students account for more than 40% of 
the 343,000 foreign:students in the US. 
Many are studying the sciences.. For- 
eigners reading computer sciences have 
increased five-fold in the 1980s, while 
nearly 70% of engineering doctorates 
won by foreign students last year went 
to Asians. 

Although 13,360 Japanese ‘were 
studying in the US, they ranked only 
ninth in numbers, behind those from 
Taiwan and Malaysia (more than 23,000 
each), South Koreans, Indians ‘and 
Chinese. Hongkong ranked 10th with 
10,710.:Asians and Asian Americans so 
dominate science: courses with high 
grades that non-Asians are being scared 
off. As’ one university professor said: 
“The problem is not that we have too 
many Japanese or Asians, but that we 
don’t get enough American students.” 
© THE resentments being generated 
are dangerous. The envy of achieve- 
ment and the resentment of hard 
work, whether directed towards for- 
eign goods or students, are, essen- 
tially protectionist. Apart from declin- 
ing academic standards, they will lead to 


¿the sort of Asia- (or Japan -) bashin 
| which 


Washington pe ire Ar 
Nayan Chanda reports in this issue. 
These are the attitudes which blame 
the other fellow for one’s own prob- 
lems, the excellence of East Asian 
goods for the US consumer. binge, the 
US$150 billion trade deficit on foreign 
“dumping,” and which threaten to 
plunge the world into a global recession 
following the crash of the markets. The 
US debt, which has financed a standard 
of living to which Americans have be- 
come accustomed but which they have 
not recently been éarning, is the fault of 
Reaganomics and Congressional spend- 
ing, not of foreigners who work harder 
and more efficie 
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è AN excellent article in the Octobe 
issue of The Atlantic Monthly by Pete 
Peterson, published before the crash 
analyses the economic disasters of the 
Reagan years and the harsh. choi 
ahead. He supplies two good quot 
the first on US fiscal and trade defic 
by a European critic: “Your policies 
the 1989s remind me of Christoph 
Columbus’s travels. Like you, he did: 
know where he was going. He, didn 
know where he was when he got the 
And he didn’t know where he'd bi 
when he got back. All he knew for sure 
was that the whole trip had been fi 
nanced with foreign money.” A 
another from Fred Bergsten, director 
the US Institute for International, Eco- 
nomics: “We finally understand the t 
Meaning of supply-side economics: f 
eigners supply | most of the goods and 
of the money.” 
©- THE myopic greed which fuelled t 
bull markets of the past couple of yez 
gives little ground for confidence. th 
the world will remember the lesso 
the 1930s and prevent the rise of prot 
tionism from minimising global tr: 
Those trying to talk up the mark 
again are sounding as idiotic as the pu 
dits quoted by John Mulcahy in | 
week’s SHROFF column. He quol 
Herbert Hoover's 1930 assertion, “Th 
Depression is over.” He could ha 
added a couple of. other Hooverism 
One was the meaningless. aphoris 
“When a great many people are un: 
to find work, unemployment results.” 
More to the point, Hoover clai 
ed in a 1932 campaign speech justifying 
tariffs: “The will grow in the streets 
of 100 cities and 1,000 towns; the wee 
will overrun the fields of millions 
farms, if that protection is taken away 
@ HOOVER was not alone in his blin 
optimism. The Harvard Economics S 
ciety pontificated i in 1930: “Prices, 
now at bottom,” and “Recovery 
soon be evident.” There were. m 
others. I prefer the non-pundits. H 
Truman once remarked sagely: “It’ 
recession when your neighbour lose: 
job: it’s a depression. when yo 
yours.” And let’s remember that it w. 
the American show-biz paper, Varie 
which produced the best headline on t 
crash of 30 October 1929: 





@ ONE crack by the REVIEW’s Foc 
editor, Tony Dyson, is worth record 
“On an 18 October 1987, muli 
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-By V.G. Kulkarni in Colombo 
ndia’s High Commissioner in Colom-. 
bo, J. N. Dixit, is a seasoned and prag- 
matic diplomat, not often known to in- 
voke the supernatural. But two months 
‘ago, after securing the fragile Indo-Sri 
Lankan peace accord, he told a report- 
r: “The accord could do-with all the di- 
vine help it can get.” The gods have 
been less than kind to this hapless coun- 
try, which continues to be torn by ethnic 
Strife. , 
In early August, Sri Lanka’s ethnic 
amils, who are. Hindu, danced in the 
treets of Jaffna, where they comprise 
he majority of the population, to cele- 
_brate.the onset of peace after four years 
_of civil war. Now, as-more than 20,000 
ndian troops, who under the 29 July 
peace accord entered Jaffna to maintain 
aw and order, battle it out with 
eparatist Tamil guerillas, death once 
again stalks Jaffna, forcing almost half 
he 800,000 people of Sri Lanka’s north- 
ern peninsula into makeshift refugee 
‘amps. 
‘ompounding the instability of the 
mil north. and east, Buddhist 
alese guerillas of the Janatha Vim- 
ikthi Peramuna (JVP, or People’s Lib- 
ration Front) — who oppose the ac- 
ord — have launched their own cam- 
aign of terror in the south. The JVP, 
_which combines Marxist populism with 
thnic chauvinism, has been killing civil 
vants, policemen and even MPs of 
ruling United National Party (UNP) 
o destabilise the regime and oppose the 
peace accord: 
“Also arrayed against the UNP and 
the peace accord is the opposition Sri 
-Lanka Freedom Party (SLFP), led by 
former prime minister Sirima Ban- 
_daranaike. The SLFP maintains that.de- 
volution of power to provincial councils 
— for Tamil and other areas — as ag- 
reed upon in the peace accord is a nega- 
tion of the country’s unitary constitu- 
tion. The induction of the Indian peace- 
eeping force to solve an internal Sri 
an problem iscommonly viewed as 
n infringement of the country’s sover- 
ignty. Joining the fray in a similar vein 
re conservative Buddhist clergymen, 
‘ho are powerful in the countryside.. 
evertheless, octogenerian President 
us Jayewardene, who has taken the 
test gamble of his political life in 
igning the peace accord, is sticking to 
is guns. He has gone ahead with a draft 
il for provincial councils, which is sub- 
ect. to public petitions in the Supreme 
Court prior to passage by the parlia- 
ment. Fs 
-Opposition petitions have argued 
hat as the bill alters the basic nature of 



















































































ndian troops pursue Tamil guerillas in Jaffria 


the constitution; there should be a re- 


ferendum held on the issue. Jayewar- | 


dene has responded to this suggestion 
by saying that if the Supreme Court 
favours a referendum, he would try to 


alter the legislation as necessary rather | 


than seek the electorate’s will on the 
sensitive and urgent issue. His UNP has 
an overwhelming majority in the parlia- 
ment, where the bill is due to be debated 
in early November. ; 

After passing the bill, the UNP appa- 
rently plans to hold snap provincial polls 
in the Sinhalese-majority provinces some 
time early next year. Jayewardene has 











taken care to announce that no elections 
will be held in the Northern.and Eastern 
provinces until peace is restored there. 
The provincial polls could mollify public 
grievances against the UNP and erode 
the Sinhalese attraction to the JVP. 
Even if the UNP were to lose some of 
the provincial councils to the opposi- 
tion, it could rule comfortably through 


its parliamentary clout, the reasoning’ 


goes. 

` The president, a shrewd political tac- 
tician, has also.aired plans to hold par- 
liamentary elections by the end of next 


year. Even if the UNP were not to gain a 


majority in parliament at the next gen- 


eral election, Jayewardene anticipates. |. 
that it would emerge as the largest single | 
party forming a. coalition government 


which he, as president, would ap- 
point. 


ultimate gamble of the peace accord was 


staked everything on making it work. 








observers to hope that at last the “boys” 


aimed at UNP politicians. But then the 
taken by the president alone, and he has 


The elimination of Tamil terrorism by 
Indian troops will be the crucial factor in 
deciding Sri Lanka’s electoral fortunes 
inthe next year orso. 

As Jayewardene put it, India, which 
had been only a mediator in the ethnic 
conflict until the peace accord was 
signed, has now become “our col- 
laborator” against Tamil militants. The 
irony is greater because in the past four 
years Tamil militants had been given 
sanctuary in southern India’s Tamil 
Nadu state, and New Delhi had pro- 
vided the guerillas with arms and train- 
ing. T i 
While the peace-keeping force came 
to protect Tamil interests, it was also 
charged with disarming the militants — 
a task which proved harder than expect- 
ed. Of the six militant groups, the five 
smaller ones were disarmed through 
persuasion, but the largest, the Libera- 
tion Tigers of Tamil Eelam (LTTE), 
which had been strong-armed by India 
into accepting the accord, proved the 
most intransigent. 





Ithough by 28 September, Indian 
officials had secured for the LTTE 
a majority role in an interim administra- 
tion for the north and east, the LTTE 
unleashed a series of merciless killings 
against Sinhalese in the eastern region. 
In response, the peace-keeping force 
launched a full-scale attack on LTTE 
strongholds on 10 October — a “fight to 
the finish,” as the media here called it. 
That the LTTE’s 2,500 fighters, 
whose external lifeline had been depen- 
dent on India, would take on the peace- 
keeping force, shocked New Delhi as 
much as it did the top brass in Colombo. 
More important, the LTTE lost the op- 
portunity of taking over the administra- 
tion of the two Tamil provinces. Earlier 
they had formed a political organ called 
the National Liberation Movement with 
rand plans for party cells from the vil- 
lage to provincial levels — leading some 












were showing some maturity in joining 
the political mainstream. > 
But the LTTE’s ensuing suicidal vio- 





ity. But by their needless violence against 
civilians in early October and their 
about-face on the accord, they seem to 
have lost most of the sympathy they 
had gained with various international 
human-rights groups and parliamentary 
lobbies. 

Significantly, the Tamils’ ethnic 
brethren in Tamil Nadu have also 
cooled towards the Sri Lankan mili- 
tants. India’s 50 million Tamils have al- 
ways been viewed by Sri Lanka’s 
Sinhalese as a foreign fifth column. But 
Tamil Nadu, despite its secessionist 
past, has joined the national 
mainstream and supported the peace 
accord. While Tamil Nadu would still 
favour autonomy for Sri Lankan 
Tamils, it would not likely support 
secessionist Eelam. 

Although Sinhalese killing of 
Tamils since 1983 stirred anger in 
Madras, the Tamil militants’ 
slaughter of one another and their 
shooting of soldiers of the peace- 
keeping force’s Madras Regiment 
has ended what sympathy there 
was for the militants in that city. 
Feeling the brunt of the peace- 
keeping force’s fire power, the 
LTTE did appeal to political lead- 
ers in Madras. But the ethnic o 
position there found few people 
outside their pariy, the Dravin- 
da Munnetra Kazhagam (DMK), 
to agitate for the cause of the 
militants, who had been notorious 
for gun- and drug-running and re- 
sultant street violence in recent 


years. 

All the same, New Delhi has 
been mindful of the Madras fac- 
tor and has tried not to upset 
feelings there during the pro- 
lonad negotiations with Colom- 
bo. On 21 October, Prime Minis- 
ter Rajiv Gandhi, on a visit to 
the US, met Tamil Nadu Chief 
Minister M. G. Ramachandran 
who is undergoing medical treat- 
ment there. 

However, as reports of civilian 
casualties in the Indian offen- 
sive, which have run to several 
hundred, began filtering out, the op- 
position DMK staged a demonstration 
on 25 October in Madras. Some 3,000 
DMK activists were taken into preven- 
tive custody by police and another 400 
were arrested at Madras Airport, where 
they were picketing an airlift of troops 
to Jaffna. 

To prevent more agitators flocking 
to Madras, Indian railway services were 
suspended in Tamil Nadu. On 27 Oc- 
tober, the DMK tried to picket Indian 
Government offices in the state, but the 
police appeared to have the situation 
under control after arresting scores of 
agitators. 

By then, Jaffna city was under the 
control of the peace-keeping force, and 
1,000-odd LTTE remnants had fled to 
the countryside. With relief supplies 


pouring in from India and rehabilitation 
work under way, the clamour in Madras 
is likely to calm down and New Delhi 
will then be able to contain any continu- 
ing disaffection in Tamil Nadu. 


Te real trump card strengthening 
Gandhi’s hand vis-à-vis Tamil Nadu 
— at least in the short run — is the near 
total support for the peace accord 
abroad. Both Moscow and Washington 
and all the Commonwealth countries 
have praised the Gandhi-Jayewardene 
move. While the motives of these coun- 
tries in supporting the accord differ, 
their support implicitly takes into ac- 


count India’s interests in its own ne 
bourhood. A European diplomat in 
lombo said rather sanguinely: “Western 





countries do not doubt the Indian role in 
the region.” 

Independent observers maintain 
that the US has been preoccupied with 
other international flashpoints — the 
Gulf, Central America, South Korea 
and the Philippines — to meddle in the 
backyard of the prickly Indians. Britain 
has a defence arrangement with Sri 
Lanka dating back to 1948, but it has re- 
mained moribund since the late 1960s. 

The general Western view seems to 
be that the Sri Lankan situation is a 
messy ethnic problem in which distant 
powers can accomplish little through 
arms aid or even political mediation. 
Thus, this reasoning goes, a solution is 
best left to the Indians, who would have 
no “foreign hand” to blame if they fail. 
Even after the accord, Jayewardene 


lamented that when he asked the US for 
milit aid, Washington wanted to 
check if it was alright with India before 
sending spare parts for American-made 
weapons. . 

Even China has washed its hands of 
the Sri Lankan situation. Peking has ex- 
pressed sympathy with Jayewardene’s 
plight but has made it clear that 
its top priority until the next cen- 
tury is national modernisation, the 
condition of which is peace. The Chi- 
nese have advised Jayewardene to 
settle the issue with India’s help. 

India’s relations with Sri Lanka have 
been better than those with other nei 
bouring countries. The problem of In- 
dian plantation labour brought in by the 
British in the 19th century, and made 


achieved i , was solved 
after 40 years of intermittent 
negotiations. 

Indo-Sri Lankan relations wor- 
sened in 1983 as Colombo resorted 
to the military option to solve the 
ethnic Tamil 
bouring of Tamil militants by India 


land nation. So Colombo sought 
security aid and expertise from Is- 
rael, Pakistan and Western mer- 
cenaries. 

The involvement of Pentagon- 
related companies in an oil-base 
facility in Sri Lanka’s Trincomalee 
Harbour and the expansion of 
Voice of America’s broadcast 
facilities in the country added to 
Indian fears that unfriendly exter- 
nal forces were creeping into the 
Subcontinent’s backyard. 

With the signing of the peace 
accord, some of these mutual sus- 
pore have been swept aside — at 
east for the moment. There is also 
a geopolitical realisation in Co- 
lombo that Sri Lanka is, after all, a 
small island on the southern tip of 
the huge Indian landmass. Asa Sri 
Lankan minister, who reluctantly 
backed the accord, put it: “From 
now on we will have to make good 
relations with India, our largest neigh- 
bour, a cornerstone of our foreign and 
security policies.” Jayewardene has 
talked of a security and friendship treaty 
with India. 

However, as goodwill in interna- 
tional relations is usually fickle, India is 
under pressure to restore normalcy to 
the Tamil areas and win back the sup- 
port of people who have suffered due to 


Indian Army operations there. A few — 


hundred hardcore LTTE guerillas could 
still stage hit-and-run raids from their 
jungle hideouts. The peace-keeping 


force is faced with the task of containing — 


such violence within manageable levels. 

The sooner Indian troops ac- 
complish these tasks, the better the 
chances for a full-fledged peace and 
a friendship treaty. o 


stateless soon after Sri Lanka 


problem. The har- | 


heightened Sri Lankan suspicions 
that New Delhi could split the is- | 














































te, 
| BYV.G. Kulkarni in Jatina 

> O: 25 October, 16 days after Indian 
| NY troops launched their offensive 
| against Tamil rebels in Sri Lanka, In- 
| dian generals declared Jaffna a “free 
city.” But there was no one to celebrate 
Ir the new “freedom” as most of the city’s 
_ 130,000 residents had fled their homes. 
-Thousands of people found shelter in 
| acathedral and two college campuses in 
_ the city, and a temple on the city’s out- 
| skirts. Jaffna’s streets were empty, ex- 
| cept for the occasional army patrol, and 
| Many buildings had been damaged by 

_ rockets and mortar shells. { 
___ Reporters flown into the city by In- 
dian Air Force helicopters could hear 
_ intermittent bursts of machine-gun fire 
d an occassional mine explosion at 
ie other end of the city from their van- 
ge point in the Dutch-built Jaffna 
| Fort. A sniper holed up in the city’s 
| heavily built-up old section took pot 
| shots every now and then which Indian 
officers, explaining the battle situation 
| to the media, shrugged off as of little 
- consequence. 
| But the occupation of Jaffna— along 


| SOUTH KOREA 
| Going it alone 
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By Shim Jae Hoon in Seoul 

oe Korean dissident leader Kim 
| %# Dae Jung has formally announced 
he will form a new, breakaway party to 
| tun for the presidency in competition 
with the Reunification Democratic 
| Party (RDP) candidate — his former 
_ colleague and now archrival Kim Young 
Sam. 
pi Potentially disastrous from the op- 
_ Position’s point of view, the move came 
| on 27 October as South Korean voters 
_ turned out to endorse by a 90% margin 
a new democratic constitution which 
will provide for a direct vote for presi- 
dent for the first time in 16 years. It was 
to achieve that provision that the two ri- 
vals had formed their uneasy alliance 
_ against the regime of President Chun 
F. tet = Bun 

i e pro new politic. up — 
which will probably bé mained t Peace 
and Democracy Party or the Reunifica- 
and Civil Liberties Party — sub- 
tially bolsters the opportunity for 
r common adversary, ruling party 
inee Roh Tae Woo, to exploit their 
ivision to make fresh inroads into cen- 
st voters. At the same time, it leaves 
ppointed many urban voters who 
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| The peace-keeping force fails in bid to capture rebels 


with the heavy casualties [ 
suffered by Indian troops | 
— has been a sobering ex- 
perience for New Delhi’s 
peace-keeping force. Ra- | 
ther than merely taking over | 
the city, the Indian Army’s 
primary objective was to 
capture the separatist 
ae of the Liberation 

igers of Tamil Eelam 
(LTTE). 

Maj.-Gen. A. S. Kalkat, 
chief of operations in the In- 
dian Army's Southern Com- 
mand, said some 1,200 
LTTE fighters were trying 
to escape from the city, and 
the Indians were trying to 
stop them. But later Lieut-Gen. Depin- 
der Singh, overall commander of the 
task force in Sri Lanka, admitted that the 
LTTE, including its top leaders, had 
slipped through the Indian net. 

The whereabouts of LTTE leader V. 
Prabhakaran has become a matter of 
speculation, with military sources plac- 


| Kim Dae Jung to form breakaway opposition party 


had sought a strong, single Opposition 
candidate to confront Roh. hoing 
such feelings, Dong-A Ilbo, South 
Korea’s leading newspaper, com- 
mented in an editorial: This split] is 
not just appointing. We ought to be 
disillusioned by the whole process of 
politics. Was the split the only solu- 
tion?” 

According to his supporters, Kim 
Dae Jung, 63, made up his mind to 
run on a new party’s ticket following his 
successful appearance at a Korea Uni- 
versity rally on 25 October, where stu- 
dents and others endorsed him and 
asked his rival to concede. Kim Young 
Sam responded that many people at the 
same rally also endorsed him, so that 
Kim Dae Jung’s use of one campus 
speech to justify his move was an in- 
adequate reason. 

fever, Kim Dae Jung has other 
practical reasons for his decision. He 
could not, for example, accept his rival’s 
proposal to hold the RDP’s national 
convention on 5 November to decide on 
a single candidate, as the party machin- 
ery favours Kim Young Sam. 

In view of the large crowds the RDP 
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ing him at one or another of several 
spots on the Jaffna Peninsula or in East- 
ern Province. 

While Prabhakaran remains at large, 
small bands of determined guerillas will 
likely continue to carry out sporadic 

Įm Taids, using their lethal 
home-made mines with im- 
punity in Northern Pro- 
vince. In contrast to the 
pitched battles the LTTE 
| has fought in the past two 

| weeks in Jaffna and its 
| outskirts, such terrorist- 
style attacks in remote 
areas could pose an in- 
creasing hazard to the 
peace-keeping force. 

However, one of the im- 
mediate tasks of the peace- 
„| keeping force is to bring re- 
lief to the people of Jaffna. 
`| More than 10,000 tonnes of 

| food and medicine’ have 
been shipped from India for 
joint distribution by Indian 
and Sri Lankan Red Cross workers. With 
Jaffna’s civil administration paralysed 
by the fighting, some Indian civil ser- 
vants have been sent in to help the city 
government coordinate relief efforts. 

LTTE forces gave up Jaffna Hospital 
without a fight, but took the doctors 
with them. The peace-keeping force has 


oe has attracted in Pusan and 
aejon recently, Kim Dae Jung could 
not have persuaded the RDP member- 
ship that he had a better chance than his 
rival of winning the presidency. Under 
growing pressure from his own Cholla 
constituents, Kim Dae Jung had already 
spurned Kim Young Sam’s offer of the 
party presidency and a division of 
cabinet posts between their factions in 
exchange for conceding the candidacy. 
In the end, unwillingness by either side 
to concede meant there was no alterna- 
tive but to fight on separate platforms. 
Kim Dae Jung’s new party’s st ga 
dence on hardline dissidents such as 
militant students and workers for sup- 
port could alienate many middle-class 
voters seeking moderation. Enlisting 
the support of “radicals” may even 
erode his base in the opposition estab- 
lishment itself. Of the RDP’s 70 mem- 
bers in parliament, only about 25 will 
move to the new party, with the rest 
staying loyal to Kim Young Sam. 

e small number of MPs likely to 
switch allegiance would seriousl 
hamper a nationwide campaign, whic 
requires a big party machinery. On top 
of problems such as ensuring a stead 
flow of campaign contributions, Sout 
Korean voters have historically shun- 
ned splinter groups, preferring to sta 
with the mainstream party. The presi- 
dential campaign itself might keep the 
secessionists united, but this unity could 


crumble once the contest moves to the 


parliamentary voting. Most MPs will be 
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reopened the hospital, which is now 
manned by army doctors. 

In order to regain the people’s confi- 
dence, a speedy restoration of normalcy 
is essential to the Indians, because their 
very reason for being here is to protect 
the interests of Jaffna’s Tamils. There 
have been civilian casualties — perhaps 
as many as several hundred. 

Indian officers said each Tamil 
guerilla had, through coercion or other- 
wise, three or four civilians to help carry 
ammunition and food. The rebels also 
used civilians in “human-shield tactics” 
to face the Indian troops. Many of these 
civilians have succumbed to Indian gun- 
fire, leading to the accusation that the 
Indian peace-keeping force really 
meant “innocent-people killing force.” 

If the peace-keeping force is alien- 
ated from the people, it will make the 
task of hunting down the remaining 
LTTE guerillas that much more dif- 
ficult, not to mention the routine 
maintenance of law and order when 
elections are held for provincial councils 
some time next year. 

Since 25 October, Indian forces have 
laid siege around the Nallur Temple on 
the city’s outskirts, where 30,000 ref- 
ugees have sought shelter and where 
some Tamil fighters are holding 18 In- 
dian soldiers captive. The Indians de- 
scribe their siege as “passive” and offer 


— 





running with their eyes fixed on general 
elections which will come after the pres- 
idential vote. 

Top advisers within Kim Young 
Sam’s camp are hardly pleased with the 
development, but nor are they beating 
their breasts. “We've made our offer 
and he’s rejected it,” said a senior party 
leader. But he added: “This could well 
mean a political suicide. 

However, Kim Dae Jung has not yet 
cen the option of changing his 
mind again and withdrawing from the 

residential race before the election in 

ecember. At the Korea University 
rally, when students booed him for say- 
ing he would run against his rival, Kim 
Dae Jung declared that he would “[con- 
cede] if Roh appeared [to be] winning 
the election.” 





eanwhile, Roh received a mixed 

welcome at his homecoming in 
South Korea’s textile centre, Taegu, on 
24 October; while elderly voters turned 
out in strength, radical students staged a 
noisy, even dangerous demonstration 
using firebombs and hoarded teargas 
canisters against riot police. 

The violence erupting close to the 
packed 15,000-seat indoor stadium 
where the 54-year-old retired general 
was appealing for support, and the sub- 
sequent detention of 54 students, indi- 
cated that the traditionally pro-govern- 
ment sentiments in this city of 1.3 mil- 
lion voters (5.1% of the nationwide bal- 
lot) should no longer be taken for granted. 





it up as an example of their efforts to 
avoid civilian casualties. But it is also a 
classic Gren pr of the dilemma faced by 
conventional forces coming up against 
guerillas. Indian officers say that if they 
had used their full firepower, the battle 
for Jaffna would have been won ina few 
days. 


Bea peace-keeping force did not 
anticipate such fierce resistance or 
such cunning tactics from the Sarong- 
clad LTTE rebels. In just two weeks, 
the Indians say, their casualties soared 
to 175 dead and nearly 600 wounded. 
Unofficial Sri Lankan estimates put 
these figures much higher. 

The peace-keeping force was clearly 
neither prepared nor equipped for 
counter-insurgency. Moreover, its ex- 
perience here reveals a failure on the 
part of Indian intelligence. Although 
the Research and Analysis Wing, 
India’s external spy agency, had main- 
tained close liaison with all of Sri 
Lanka’s militant Tamil groups for years, 
it too probably did not anticipate such a 
prolonge battle against them and ap- 
parently knew little of their infrastruc- 
ture. Because of Sri Lanka’s ethnic 
polarisation, Colombo’s own intelli- 
ae network, dominated by Sin- 

alese, is also known to be woefully 
inadequate. 


Roh blamed the hostility on a hand- 
ful of “extremists” out to embarrass him 
on his own political turf in Kyongsang 
province, but except for his successfu 
tour of the city’s central market, the 
tens of thousands of flag-waving citizens 
lining the streets looked blank and un- 
enthusiastic. His reception was in sharp 
contrast to the emotional applause that 
Kim Young Sam received at his own 
hometown rally on 17 October in Pusan, 
also in Kyongsang (REVIEW, 29 Oct.). 





Although the peace-keeping force 
was in place two months before the 
Jaffna operation began, it probably ac- 
quired little significant intelligence on 
LTTE rebel strongholds or ammunition 
caches on the peninsula. The massacre 
of a platoon of Indian commandos by 
the rebels soon after the commandos 
had landed in Jaffna during the night of 
12 October, was also blamed on poor in- 
telligence. 

When the Jaffna operation began, 
only one brigade was earmarked for the 
peninsula. In less than 10 days, the In- 
dians had to bring in an additional 
four brigades to cope with the fight- 
ing. 

These operational and intelligence 
shortcomings led to the commander of 
the peace-keeping force division in the 
north, Maj.-Gen. Harkirat Singh, being 
recalled. Although Indian officials said 
Singh’s recall to India was for “consulta- 
tions with higher headquarters,” Sri 
Lankan Government sources and 
foreign diplomats said the division com- 
mander was “on his way out.” 

With more than half of the estimated 
2,500 LTTE fighters either killed or 
captured, Indian counter-insurgency 
will from now on shift to smaller en- 
counters over a wider area in the north 
and east, requiring extensive intelli- 
gence work. 





The ruling Democratic Justice Party 
is seeking to project Roh as a “bridge 
for constructive changes to come,” tak- 
ing advantage of the 29 June declaration 
for democratic reforms which he 
dramatically initiated. According to his 
campaign analysts, South Korea’s chief 
agenda from now on ought to be demo- 
cracy, a task which the DJP argues 
could not be tackled either Kim 


because of their lack o! gerne 


experience. 
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jE By Margaret Scott in Rangoon 

| "Three young men went to look for the 
| E tomb of the famous Burmese U 
| Thant, once the secretary-general of the 
j UN. The trio, classmates at the Univer- 
_| sity of Rangoon, vaguely remembered it 
| was near the Shwedagon Pagoda as they 
| set out on a dreary search for a piece of 
their history. 

| _ The outing had been a respite from 
their idle and angry days since riots at 
_ the beginning of September which had 
been provoked by the government’s 
| sudden demonetisation, rendering 
worthless as much as 80% of the 
| money supply. The protesters had been 

















ersed and schools around the coun- 
_try were ordered to be closed. The three 
| had watched the demonstrations 
| fizzle out, failing to ignite wide- 
| spread protest. 
| On 26 October, Rangoon Uni- 
| versity and the other 34 univer- 
sities and colleges scattered 
across Burma were reopened. The 
government, it seems, has no lin- 
; En fears of more student trou- 
| ble. The three young men returned 
| to classes disappointed and sad 
| that the government is probably 
| right. “What has happened to stu- 
| dents proves that the system 
| works,” one of them said. “We 
| know we should be the ones to 
_ speak out against the government. 
_ That is why everyone was so happy 
| when we did have those riots. But 
government squashed us. We 
| are too afraid.” 
| There was a time when students 
_ could bring about changes, or at 
_ least cause trouble. These young 
men were 12 years old the last time 
_ Students took to the streets and sparked 
| offa period of poe — when the death 
| of U Thant in 1974 became a symbol for 
_ students’ anger towards the government 
and there was a brutal tug-of-war be- 
tween students and the military over 
| UThant’s body. Troops opened fire on 
_ students. Student leaders were jailed. 
| Talk of those days inspired the search 
for U Thant’s tomb. 
_ They asked an old man near the 
pagoda which way to go. “Nobody cares 
about U Thant anymore,” the old man 
aid and pointed to a weed-strewn patch 
und with a squat building of 
acked and chipping whitewash. One 
‘student, peering in at the simple marble 
vault holding U Thant’s body, said the 
| locked, forgotten memorial was also a 
: orial to a lost tradition of protest. 
__ If there was ever a time when there 
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| Burmese docility 


should be another period of protest, one 
of them said, this was such a time. He 
had thought monks and shopkeepers 
and townspeople would have blocked to 
the students’ protest when. the govern- 
ment wiped out everyone’s savings by 
eliminating the Kyats 25, 35 and 75 notes. 
“I don’t know whether we are all cowards 
or realists. But people didn’t come.” 
These students, though, say they 
hope there will be a resurgence of 
student activism. They have heard 
rumours of underground groups — one 
called the All Colleges Council sup- 
posedly already exists, while others are 
said to be at the formative stage. These 
students hope the rumours are true. 


PAISAL SRICHARATCHANYA 





They say they may even join one of the 
groups. 


n Rangoon and Mandalay, other stu- 
dents echo the trio as they describe 
the residue of anger and cynicism left by 
the demonetisation. Theirs is a particu- 
lar version of a larger story of growing 
discontent in Burma. Most students be- 
lieve there are bleaker days ahead. 
They are worried about their own pros- 
pa and the country’s future, and few 
lieve anything will change. Few think 
a potent opposition to the ruling party, 
the Burma Socialist Programme Party 
(BSPP) which has been in power for 25 
years, will emerge in the near future. 
The students, in conversations with 
an outsider, offer clues to this pes- 
simism, to the belief that widespread 
condemnation of the government can- 


= 


not be translated into pressure for poli- 
tical change. For a start, fear is too in- 

ained to be overcome. Most students 

lieve government agents are 
everywhere. Further, they have known 
no other system, no other party. Their 
knowledge of porig and history has 
been largely shaped by an education 
system formulated to serve the state and 
its ideology. To be critical of the state is 
not part of the curriculum. 

An elderly man, who once held a top 
government position but then spent six 
years in jail as Ne Win was consolidating 
his control in the early years after the 
1962 military coup, said the tepid, timid 
student reaction is a perfect indication 
of the strength of government control. 

“The question a lot of le are 
asking is why is there no revolt. Why are 
the Burmese so placid?” he said. “Here 
is my answer: the government an- 
nouncement doing away with the 
money all happened so suddenly there 
was no time to organise a reaction. 
There is nobody organised to be 
against the government, to lead a 
protest movement. Unless people 
are starving, and nobody is, there 
is no way anger is going to explode 
into revolt. 

“But if there was a leader, if stu- 
dents or anyone else could create 
an opposition movement, they 
would have mass support. These 
students have never really known 
opposition to the government; it 
was squashed before they were old 
paR to know any better.” 

Near his home, down one of 
Rangoon’s main thoroughfares, 
are the gates to the university. 
Since 6 September, a military pat- 
rol has kept vigil, watching all who 
pass. One teacher said there was 
such tension among the teachers 
who live on campus that most re- 
fused to talk to each other. 
“Everyone lives in fear of their 
neighbours,” he said. 

The demonstrations in Rangoon, 
from all accounts, were a disorderly af- 
fair orchestrated by no one in particu- 
lar. After the demonetisation an- 
nouncement on the morning of 5 Sep- 
tember, some students tried. to pay for 
their lunch and their money was re- 
jected by a shopkeeper. A brawl broke 
out. Students who were in the middle of 
their exams panicked at the thought that 
they could not buy food, and about 1,000 
went on a rampage, burning govern- 
ment vehicles and smashing traffic lights. 

By nightfall, the troops had blocked 
off the roads around the main campus. 
All domestic telephone lines were cut. 
Several dozen students were rounded 
up by the police. “Nobody else joined 
us. The military and the police came. 
Everyone rh peared and it was all 
over,” one student said. cit Lot 
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In Mandalay, shortly after the dem- 
aon ae ters ap- 
peared asking students to join a protest 
march planned for the following after- 
noon. It was a larger, angrier and more 
organised i ge than in Rangoon. 
At least 3,000 students, about 30% of 
the city’s student population, gathered 
on one of Mandalay’s main avenues. 
They marched through the town centre 
and then brazenly marched to the 
Myataung Monastery, once a foun- 
tainhead of activism. They pleaded with 
the monks to join them. Scores did. 

That night, students and monks 
dragged all the chairs and the billboard 
of a cinema out onto the street and lit a 
huge bonfire. Soon they were surround- 
ed by military troops, firing shots into 
the air; the crowd fled. The riots, which 
had also broken out into two smaller 
cities, were over. 

Apart from one confirmed report of 
a Mandalay student who died on 17 Sep- 
tember while in policy custody — and 
whose funeral was attended by 
thousands — no other deaths or injuries 
have been confirmed. The government 
never announced how many stu- 
dents and others were arrested in 
connection with the demonstra- 
tions. 

In the weeks since the demons- 

trations, Myataung Monastery has 
been under close police scrutiny. 
The abbot has reportedly assur- 
ed the government that the 
mostly young monks who joined 
the students would be re- 
primanded. And everyone, from 
the party elite to black-market 
smugglers, has scrambled to re- 
cover. The cities, especially Ran- 
goon, were hardest hit. 

Neither the BSPP nor Burmese 
leader Ne Win, now 77, ever 
explained why the money_was in- 
validated. There are many theories: 
to cripple the black-market trad- 
ers; staunch inflation (galloping at 
about 26% just before the demon- 
etisation, according to the US Em- 
bassy); hurt the myriad insurgent 
groups, especially those that shepherd 
into Burma black-market goods and deal 
in drugs, and to combat counterfeiters. 

On 14 October, the legislature an- 
nounced that there would be no re- 
funds. People said that there would be 
some form of compensation only if the 
government feared an uprising. Along 
with the reopening of schools, the an- 
nouncement was a further sign of the 
government's clout and confidence that 
it can snuff out any resistance. 

“No one believes anything that Ne 
Win or the government says anymore. It 
has gone way beyond a credibility prob- 
lem,” said a Rangoon rice trader who 
has not been able to find any rice to 
trade for several years now. 

Although restrictions were formally 
lifted on 14 October on private trading 
of rice there is little faith that the econ- 


omy will be invigorated. For one hing, 
capital in private hands drastically 
shrank with the demonetisation. For 
another, many in the merchant class, 
who would be in a position to take ad- 
vantage of private trading, believe the 
government deliberately wants to ruin 
them. It is a class made up in large part 
of the descendants of Indian and 
Chinese immigrants, who claim they are 
often a convenient scapegoat for a gov- 
ernment o to communism and 
foreigners. 


669 ook at us,” one Indian merchant 
said pointing to a ramshackle row 

of shops and curry restaurants which 
were once stately, British-built town- 
houses. “We are all going out of busi- 
ness, no one has any money to buy our 
ne The government hates us and the 
inese. Ne Win wants to suck us dry.” 
One evening in Rangoon, a group of 
students monopolised the back corner 
of one of the city’s tea shops, the 
mainstay of nightlife. They were talking 
about whether the military or students 
were more apt to nurture opposition. 


Their talk was vague, none of them had 
a sense of what kind of government they 
would prefer, just something different. 

“We don’t talk about politics much. 
You never know who is an agent and 
who isn’t. It is easier just to keep quiet,” 
one of them said. 

Another student wondered what stu- 
dents elsewhere think about Burma. 
“Do they think we are all weak and cow- 
ards because we aren’t out in the streets 
ipee ] against Ne Win like the stu- 

ents in South Korea? Do they look 
down on us?” 

Students are a mixed group. Many 
are the sons and daughters of the elite 
and rely on the current political struc- 
ture for their privileges. Those who de- 
spise the government keep it to them- 
selves. There are no o isations on 
campus except those ordained by the 


y. The secret organisations sup- 


sedly being formed on campuses are | 


illegal. The party runs everything, from 
the administration of the campuses to _ 
the promotions an i 
teachers to the selection of reading mat- — 
erials in classes. 


Besides the party structure, which — 


spreads from the university president’s 
office down to each department, there is 
the party’s youth arm, the Lanzin Youth 

isation, which exerts control 
among students. Joining Lanzin is a pre- 
cursor to becoming a party member, a 


necessary move to obtaining a govern- — 


ment job. Estimates of how many stu- — 
dents belong range from 15-30%. The 
number is dropping as more and more- 
refuse to join as a form of mild protest. 
The control of the on campus has — 
been fine-tuned over 25 years. 

Students say their disapproval of the 
party — which is inseparable from the 
government — is subtly expressed, but 
it exists. Corruption among party offi- 
cials has become a potent issue on cam- 
pus, students and teachers say. 


A philosophy teacher says the cur- | J 


riculum is deliberately arranged so 
discussion of current events and 
what students think about the 
economy and the government is 
avoided. Each year at the univer- 
sity, students must take two ideol- 
ogy classes: on the “Burmese Way 
to Socialism” and the philosophy 
of the BSPP, and other economic 
and political systems. 

espite these measures of con- 


trol, students’ have broken the | 
many barriers to activism before. | 


Between 1962 and 1976, the uni- 
versities were closed 20% of the 


p 
, 


assignments of | 


-e 


time. Then in 1974, with U Thant’s | 


death the largest and most sus- | 


tained riots occurred. 
After the demonstrations in 
1964, Ne Win ordered the reor- 
ganisation of education. This — 
stressed science for industrial 
‘development over liberal arts. 
Then, following the protests from 
1974-76, he ordered the establish- 
ment of a regional college system. Its 
aim was to dismantle the large congre- 
ations of students in Rangoon and 
andalay and it has been relatively suc- 
cessful. There are about 160,000 univer- 


sity students in Burma, with about — 


52,000 in Rangoon. 


After the 1974 riots, U Thant’stomb | _ 


was built. It is said the BSPP built the — 
tomb not out of reverence to U Thant’s 
memory, but to placate those horrified — 
by the bate roel brutal response to 
the students’ protest. Eleven years have 
passed and the tomb has become ir- 


relevant. The three students who visited 3 


it had not even known where it was. 
“There is an old Burmese saying that 
describes us,” one of the three said as 
they left the memorial. “We are like 
snakes that the venom has been suck 
out of.” 


a 





HEALTH 


Scare stories spur 
Thailand into action 


By Paisal Sricharatchanya in Bangkok 
At: contracting AIDS from a blood 
transfusion, a poor factory work- 
er’s life is in misery. A well-known model 
who was also rumoured to have been a 
callgirl has become a social outcast after 
she allegedly tested positive. A famous 
Bangkok massage lour has even 
gone to the extent of banning Caucasian 
clients, on the conventional presum 
tion here that AIDS remains a largely 
Western import. After weeks of sensa- 
tional headlines on these stories, the 
AIDS scare in Thailand seems to have 
reached a point of national panic. 

Some of the prevailing paranoid at- 
titudes were perhaps best reflected in 
questions raised at a day-long, govern- 
ment-sponsored seminar for the local 
media on 12 October. Can a heterosex- 
ual male contract the virus from an 
AIDS-infected female even if he has no 
open wounds? Are razors in the barber 


shop or dental equipment a potential 


conduit? 

Such heightened public concern is 
hardly surprising in a society known for 
its thriving sex industry, not to mention 
an increasingly visible gay community. 
The sensational publicity surrounding 
the case of the model in particular sent 
shivers through the ranks of Bangkok’s 
yuppies and social elite, whose favour- 
ite pastimes include chasing models and 
beauty queens. 

The lady in question was first refer- 
red to — albeit anonymously — at a 
seminar in early October as a poten- 
tially Sangers carrier. But it did not 
take long for the imaginative Thai press 
to come up with a spate of sensational 
articles using her initials, nickname and 
even a partially censored photograph. 
Questions of medical as well as jour- 
nalistic ethics were raised in the ensuing 
controversy and, finally, after going 
into hiding for nearly two weeks, the 
model appeared before a packed press 
conference at the Bangkok Adventist 
Hospital on 14 October. She declared 
that she had actually tested negative. 

The true extent of the problem ap- 

ars less frightening — at least accord- 
ing to official findings, though these too 
are subject to a heavy dose of scepti- 
cism. The Public Health Ministry says 
there have been 12 AIDS cases dis- 
covered here since September 1984, in- 
cluding four foreigners. One of them 
died in Thailand while the other three 
have left. Of the eight Thais, only three 
are still alive. 

Also confirmed were 153 cases com- 
bined of pre-AIDS condition and 
AIDS-related complex. Of these, 144 


are now in Thailand, including 26 
foreign prisoners on drug-related 
charges. While the majority are Thai 
homosexual males, what particularly 
disturbs the authorities are the 13 Thai 
females among the lot, including seven 
who are described as “service girls” 
operating in Bangkok and Pattaya. 

Going by the number of those who 
actually have AIDS — and assuming 
that government findings are accurate 
— Thailand effectively ranks fourth 
among Asian countries where AIDS has 
been detected, with a .233 infection rate 
per 1 million people. According to a 2 
September World Health Organisation 
report, Hongkong topped the list (four 
cases against a .713 per-million rate), 
followed by Singapore (one case: .389) 
and Japan (43 cases;..358). 


Te official Thai figures, however, 
are considered by some to be sus- 
pect. Of the 189,350 people who were 
tested for AIDS as of 9 October, more 
than 82% were in the low-risk groups of 
blood donors and Thai labourers (who 
were mandatorily required to pass the 
tests before being permitted to work in 
Saudi Arabia). The tests only covered 


32,776 people in the high-risk categories 
(homosexuals, service girls and drug ad- 
dicts). 

Anti-AIDS campaigner Sommatra 
Troy said: “I find the government statis- 
tics hard to believe. The high-risk groups 
that were tested, for instance, compris- 
ed only a faction of the estimated 600,000 
service girls in this country. There 

are bound to be many more 
cases if more of them are tested.” 

Campaigninginthe midstofthe 
current Visit Thailand Year, cri- 
tics like Sommatra hold the view 
that the government is reluctant to 
launch extensive tests, fearing that 
additional discovery may adversely 
affect the booming tourist trade. 
Despite the domestic scare, the 

roblem has hardly caused a dent 
in the industry. On the contrary, the 
actual number of tourist arrivals 
this year has surpassed all forecasts. 

While conceding that the tests 
so far have not been sufficiently 
comprehensive, officials con- 
tended that they were concen- 
trated on key target areas such asa 
Patpong clinic for homosexuals 
and pleasure parlours known to be 
frequented by foreigners. Dr 
Uthai Sudsuk, director-general of 
the Communicable Disease Con- 
trol Department, explained: “We 
have covered the main high-risk 
spots; I think additional tests else- 
where would not reveal that many 
more cases. AIDS after all is not 
locally originated and thus is 
hardly found in places frequented 
by Thais.” 

Spurred by the spate of scare 
stories publicised both at home 
and abroad, the government is 

now mounting an extensive campaign to 
educate the public. Announcing the es- 
tablishment of a national AIDS infor- 
mation centre, Public Health Under- 
Secretary Dr Pairote Ningsanont told 
the 12 October media seminar: “Like 
[the situation in] most other Western 
countries, the initial period of public 
shock here is inevitable. But we want 
the public to correctly understand the 
extent and nature of the problem so that 
they can take proper preventive mea- 
sures. We don’t want the people to be 
overly panicky.” 

But to properly tackle the problem 
now and in the longer term remains a 
mammoth task. Blood tests among 
high-risk groups so far have been re- 
stricted mainly to Bangkok. The pro- 
gramme will be extended to upcountry 
provinces over the next four years under 
a recently approved Baht 43 million 
(US$1.7 million) emergency budget 
which critics say is too small. Besides 
testing high-risk groups, the already 
thin government resources will have to 
be further spread out to cover the test- 
ing annually of some 900,000 blood 
donors (200,000 in Bangkok and the 
rest in upcountry provinces). oO 
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l The right approach. 
It takes personal attention 
and global resources 
to get where you're going. 


If you're trying to follow substantial 
investments both at home and abroad, 
you need an approach that combines 
personal service, often expected only 


_. -of smaller firms, with the extensive 


resources of a global presence. 
You need Merrill Lynch. Your Merrill 
Lynch Financial Consultant can put 
“more than just private banking ser- 
vices within your grasp. 
Our Financial Consultants can also 
advise you how to participate in inter- 
national dollar and non-dollar 


investments ranging from Euronotes 
and financial futures to opportunities 
in the more traditional equity and 
bond markets. 

Our professionals can put all the 
resources of Merrill Lynch to work for 
you. They can give you the benefit of 
our top-ranked research team. And 
they can give you access to markets 
around the world, around the clock. 

Merrill Lynch Financial Consultants 
are ready to discuss our investment 
approach in eight offices in five coun- 








tries throughout Asia and the Far East. 
Call our office nearest you today. 


@ 1987 Merrill Lynch, Pierce, Fenner & Smith Inc. Member SIPC. 


Harness the power of a 
global presence. 
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FICTION 


Settling for second best 


A language in Common by Marion Malteno. The Women’s Press, London. £3.95 


(US$6.64). 


sian immigrants in Britain have not 

had an easy time over the years. 
Part of the problem is the enormous so- 
cial gulf that exists between White Bri- 
tons and Asian immigrants. 

Few journalists have ever tried to 
bridge this gulf by writing about the real 
lives of Asians in Britain. There is no 
V. S. Naipaul or Salman Rushdie bring- 
ing the problems of the immigrant to a 
wider audience through fiction. The 
White British public rarely comes into 
contact with Asians except as bus con- 
ductors or shop-keepers who keep their 
shops open half the night. A common 
liberal attitude is that since they were al- 
lowed to come to Britain to work, the 
liberals task is done and therefore the 
Asians can be forgotten. 

Marion Malteno, who has organised 
an adult education project for Asians 
near London, has written the most ex- 
traordinarily revealing book of short 
stories, which for the first time attempts 
to bridge the divide through fiction. Her 
own community project now has grown 
into a pressure group to force the local 
council to respond to minority commu- 
nity needs. 

Her stories are largely about the 
Asian women she works with and their 
problems with education and finding 
work, wife beating and repression at 
home and the struggle against racism. 
Her compassion never degenerates into 


patronising sentimentality and her sen- 
sitive perceptions come from a decade of 
getting to know the women about whom 
she is writing. She has learned Urdu and 
has travelled to India to meet the fami- 
lies of immigrants settled in Britain. 

Many of the stories delineate not 
only the friendships between Whites 
and Asians but for the first time de- 
scribes the intimate relationships be- 
tween more assimilated Asian women 
and those recently arrived from villages 
in the Subcontinent, who do not know 
how to fit in. In “The Uses of Literacy” 
both a White social worker and an 
Asian woman persuade an illiterate 
woman to learn English. In the “Abyss” 
an Asian woman who is regularly 
beaten at home by her husband finds the 
strength to move out to a women’s refuge 
centre, but unlike European women, 
because of her shame she cannot publi- 
cise the fact among her fellow Asians. 

There are stories of Asian girls torn 
between their former culture and their 
new modern perceptions in Britain. 
And her stories on racist attitudes are an 
eye-opener — the brick through the 
window of an Asian home, the van- 
dalised shops owned by Asians, racist 
graffiti written up on the walls by Na- 
tional Front thugs and the apathy of the 
police to deal with Asians fairly. 

In “Avoiding trouble” Kulsum 
says, “Racism — no word in our lan- 


guage. Only in English this word.” 
An English social worker is horrified 
to find a Bangladeshi woman with 
two children who never leaves her 
single room because of the fear of 
racist attacks. However, none of these 
characters are stereotypes because 
Malteno has a highly, sensitive under- 
standing of Asians’ own perception of 
racism. 

Malteno’s style is simple but never 
simplistic and full of acute observations 
of Asian lifestyles and thought. She is 
deeply aware of the plight of Asian 
women who often face a tough time in 
the home and on the street as they learn 
to adjust to Britain. 

One of her longest stories, “The 
Flood,” deals with the religious perse- 
cution both in Britain and in Pakistan 
and India against the Ahmediyas, a 
Muslim minority sect. Pakistan Presi- 
dent Zia-ul Haq has declared them a 
non-Muslim minority and their persecu- 
tion in Pakistan has forced many of 
them to emigrate to Britain; but there, 
too, Muslim fundamentalist immigrants 
continue the persecution. 

It is symptomatic of Malteno’s politi- 
cal innocence that she only discovers 
what it means for some of her women 
subjects to be Ahmedis when she visits 
India and sees for herself how they are 
persecuted. 

For Britons who have never been in 
touch with Asian immigrants, Mal- 
teno’s short stories will help bridge the 
gap. For the wider audience the book 
offers a rare insight into people trying to 
settle into an alien culture with their 
own cultural baggage often a hin- 
derance rather than a help. 

med Rashid 
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| Chaos in the countryside 


i Harvest of Sorrow: Soviet Collectivisation and the Terror-Famine by Robert 


4 eee Oxford University Press, Oxford and New York. US$19.95. 


talin’s ruthless collectivisation drive, 
from 1929-32, which caused un- 


| chaos in the Soviet countryside, has usu- 

ally been viewed by historians from an 
| exclusively European perspective. The 
| Kremlin succeeded, at first, in ena 


i Ukraine eventually reached the outside 
| world, but virtually none concerning 
it parallel events in Soviet Central Asia. 
Robert Conquest’s study, which de- 
pends heavily on Soviet sources, 
| amplifies data concerning collectivisa- 
— in the western Soviet Union with in- 
| formation concerning the republics of 
| Uzbekistan, Turkmenistan, Tadjikis- 
tan, Kirghizia and Kazakhstan. He re- 
| minds readers that these areas “rep- 
| resent Islamic lands conquered by 
| Tsarist armies in the 18th and 19th cen- 
turies, and reconquered from indige- 
| nous revolutionary and other govern- 
l ments by the Bolsheviks in the 20th cen- 
| tu 


‘ollowing the Bolshevik Revolu- 

E l tion, the Kremlin leaders sought to im- 
pose their ideology on the Central 
_ Asian regions in a succession of drives 
that alternated harshness with com- 
g promises. Local pornea responded 
| with a mixture of baffled and violent re- 
_ sentment; their reactions ranged from 


| PoutTics 


| | Mujahideen’ s publicist 


wey Our Words by Doris Lessing. 


| Aigene s mujahideen could have no better publicist 
the wned British author Doris 


Lessing, 
nt book takes up their cause. It is a notable 


flight to sabotage, from ten- 
tative adherence to outright 
warfare, including the de- 
struction of livestock. 

Kazakhstan represents the 
most seriously affected re- 
gion. In 1926, less than one- 
quarter of its population was 
engaged in agriculture, while 
nearly 39% depended on live- 
stock alone and more than 33% 
on a combination of livestock 
and agriculture. Less than 
10% were nomadic, while two- 
thirds of the population was 
classified as “semi-nomadic,” 
which meant that the people moved their 
herds according to the seasons. 

It was gross a he in the first place to 
stop such a population from moving 
about, settle it in rigid communities, 
take livestock away from individual 
owners or families and collectivise 
them. In the end it was mass cruelty. 
Owners resorted to slaughtering their 
cattle, rather than turn it over as com- 
munal or state property. Where self-suf- 
ficiency had been the rule, disruption of 
land ownership, cattle grazing and food 
transportation soon led to chaos, 
severe food shortage, and inevitable 
famine. 

The aim was to turn southern 
Kazakhstan into a vast grain source for 
all of Soviet Siberia and the Soviet Far 
East. The Communist Party’s central 
committee decided in November 1929 


the mu 
think 


whose 


to confiscate the nomadic lands of 
Kazakhstan and achieve a produc- 
tion level of 1.6 million tons of grain 
by 1932. Conquest writes: “This 
was economic nonsense. The territory 
was not suitable for grain production. 
Even today the gross value of livestock 
output is four times that of 
agriculture.” 

Even where popular resis- 
tance was circumvented, food 
and shelter were so inadequate 
that, according toone account, 
117,000 head of cattle at the 
Gigant State were reduced to 
13,000 at winter’s end. 

"The author cites a Soviet 
historian, writing during the 
temporary “thaw” in Kremlin 
scholarship during the regime 
of Nikita Khrushchev, as say- 
ing that “an enormous destruc- 
tion of productive forces and 
the death of many people” re- 

sulted from these drives. Conquest con- 
cludes: “The disaster was due to econo- 
mic and political miscalculations in the 
narrow sense, but even more profoundly 
toa misunderstanding of human cultures 
in the widest meaning of that term. The 
mechanical and superficial nature of the 
arty’s thought and practice shown in 
tan is extraordinarily revealing.” 
As the riots in Alma Ata, 
Kazakhstan’s capital, dramatised last 
December, politico-cultural rifts re- 
main; they present a profound historical 
challenge to the Kremlin’s new genera- 
tion of policymakers. Conquest’s book 
enables us to add an ian pers- 
pae to a crucial period in Soviet 
weedy hess es of which is essential 
to a better understanding of today’s 
stresses in Soviet Central Asia. 
— Martin Ebon 


i , hundreds of thousands of them. Westerners 
all look like bandits and are titillated or put off . . . 
If these men are not 
supposed to carry them in 
themselves tyambathoetically to the W. o ali 
es sympa! to the Westerner, 
eee a bamean ee i, Sr 


Kalashnikovs, and they are not 
es, it is as if they are shouldering 
They have no idea how to 


-fe depar- 
| ture from the long list of books, mostly novels, she has writ- 


| ten. 
= ios net ieepeleng , that her private interest in the 
A n resistance w: Piers ae 


dealers and ia? — and almost 
snooped on by the ever-present agents of the 
secret service of the Kabul 
Less humorous are the many heartfelt a she re- 

ceives from the mujahideen commanders she interviews, 
Sdan Kiger daappebtinent ot what OT bolote Iralak of 
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support from other countries (the book was written before 
many US-made Stinger dase leash missiles had been de- 
A livered to the resistance). 
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ASIAN STOCKMARKETS: 
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“oo, 804 Pages — Hard Cover, ltberdlly 
illustrated ioith charts and graphs fully indexed 


What The Professionals Say: 


“A timely, interesting and thoughtful 
analysis of Asian'stockmarkets. Anthony 
- Rowley‘s book makes an important 
contribution to understanding this dynamic 
region.” : 
Robert Hormats, Director, 
Goldman Sachs International, New York. 


“With this book Anthony Rowley, one of 
Asia’s most experienced financial journalist 
meets a long-felt need for a definitive report 
on Asian stock markets.” 

J. Mark Mobius, President, | 

International Investment Trust Company, 
Taipei. 

“A very readable and important book. 

Securities markets are only now being 
recognised asa principal source of domestic 
and foreign financing to help solve the 
developing-country debt crisis and to renew 


growth. Anthony Rowley deserves applause 
from the financial community for producing’ 


one, if not the first, book on this subject.” 
David Gill, Director, : 

Capital Markets Department, International 
Finance Corporation, Washington D.C. 
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i Anthony Rowley was Business Editor of 
| the Hongkong-based Far Eastern Economic 
| Review: from 1978 ta 198 -during which 
|. time he travelled extensively in Asia and 
| had the opportunity to study capital-mar- 
| 
i 
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ket development in the region at firsthand. 
Before joining the Review, as Singapore 
correspondent, in 1976. the author worked 
for, ten. years on The Times in Londen, 
where he wrote on finance and investment. 

>. His first book, “Ehe Barons'éf European 
Industry,” was’ published in London. by 
“Creo 











Londen as the Review's nterna- 
ace. Editor. Anthony Rowley- 
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in Hongkong 


Hongkong’s bull mar- 
ket, stopped in its 
tracks by the interna- 
‘tional crash, has been 
further. hit by a mas- 
sive failure of the ter- 
ritory’s — stock-index 
i m@ futures trading sys- 
tem. Efforts to shore up the futures 
market have led to the injection of 
HK$4 billion (US$513 million) as a 
lifeline to the Hongkong Commodities 
Guarantee Corp. (CGC) while billions 
more have been poured into the stock- 
arket by the Royal Hongkong Jockey 
lub, Hongkong and Shanghai Banking 
Corp.; the Bank of China, Cheung 
‘Kong Holding’s Li Ka-shing and others. 
While Hongkong was not alone in 
battling against the tide of crashing mar- 
kets, its decision to suspend trading for 
four days after Wall Street collapsed on 
'9 October set it apart from the rest of 
ie world. A week after Wall Street's 
‘Black Monday, Hongkong’s markets 
€-opened to news of the first, HK$2 bil- 
on bail-out of the futures market, in 
ch speculators holding tong posi- 
tions were caught disastrously by the 

epic 19 October collapse. z 
d; and 


- The markets were unimpresse 
first trading day was characterised 
free-fall selling, slashing HK$200 bil- 









: off market capitalisation in a single: 
_day, with awesome implications for the. 
wealth effect of the recent boom. By the | 


following day another HK$2 billion was 







a full percentage point for the second 
“time in four days and the territory's 


erted market-support programme. 


~ Inall, at least HK$6 billion had been 
committed, promised or invested in an 


effort to shore up the markets by 28 Oc- 
tober, and there was still no certainty 
that this would be sufficient. Of greater 
concern was the prospect of a spill-over 
into the property market, and analysts 
assessing share prices estimated they 
were discounting a 25-30% reduction in 
property values. z 

Surprisingly, few heads have as yet 
rolled in the wake of the crisis, though 
Futures Exchange chairman and Legis- 
lative Councillor Kim Cham. and his 
deputy, Ronald Li, stepped down, but 
remain directors. Former securities 
















alled for, banks cut their prime rate by | 


moguls and institutions launched a con- 


commissioner Robert Fell is due to take 
over as chief executive of the stock ex- 
| change, with deputy chairman Charles 





‘Bail-outs and bluster fail to prevent Hongkong collapse : ; 


-No-confidence trick 


Sin, prematurely succeeding incumbent 
chairman Li, who has come out of the 
debacle badly bruised. 

In the most flagrant breach of his re- 
sponsibilities Li specifically overruled 
an order from the Securities Com- 
missioner’s . office that. dishonoured 
cheques from brokers be reported im- 
mediately, and that brokers be allowed 
to demand cashier cheques. During a 
meeting between Hongkong Secretary 
for Monetary Affairs David Nendick 


and stockbrokers, at which Securities | 


Commissioner Ray Astin confidently 
informed the firms of these arrange- 
ments, stock-exchange chief executive 
Jeffrey Sun, said the order had not been 
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COMMENT 


second week of volatile, mostly 
lower, mostly falling markets has 
not only confirmed the death of the 
bull market — it has probably killed 
the cult of equities. Not since the 
scandal of the collapse of Investors 
Overseas Services in 1970 has such a 
body blow been dealt to participatory 
capitalism. > Pi 
Now, as then, the latest converts to 
share purchase will be the biggest los- 


- will be the fund salesmen and 
stockbrokers. At another level it will 
be the politicians, who have oversold 
the benefits and undersold the danger 
-of equities. Worse, it may put at risk 
much of the recently refound global 





ers. At the micro level the sufferers- 


i faith in markets which has. brought - 


The danger to free-market faith 


down barriers around the world to free 
movement of money and assets. This 
would be a pity... - 
At one level, recent events have 
been‘a triumph for all markets except 
Hongkong, where years of misman- 
agement and corruption, hidden by 
_ buli conditions and official ` conni- 
vance; produced a marketplace which 
did not function under strain. Else- 
where there. was aap rsa opine 
in the conduct of markets. 
rtainly unfair to 
ı futures markets 
. The physical 
verbought and 
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carried out. Clearly embarrassed, all 
Nendick said was: “I don’t think I 
wanted to hear that.” 

Brokers were incensed, and. one 
said: “We've been putting up with this 
kind of stuff from the stock exchange for 
long enough. This is not the time to 
shrug the shoulders and let Li get away 
with it yet again.” By 28 October several 
firms. were considering taking action 
against. a small local firm, W.-H. and 
Ço., ‘which had’ HK$10_ million -in 
bounced cheques, Brokers said the 
stock exchange’s treatment of the.issue 
was tantamount to fraud, as there was 
every indication that the scrip delivered 
had been traded on: “This isa cover-up, 
| and the whole committee should re- 

sign,” said one broker. 

Confidence throughout the financial 
sector has been seriously damaged: by 
the calamity in the futures exchange, 
which most observers insist lay at the 
root of the decision to suspend trading 
on both exchanges, though Piers 
Jacobs, the floundering financial secret- 
ary, said the problems in the futurés ex- 
change became apparent only 'on Wed- 

` nesday, 21 October. They may have be- 








come apparent to the government only 
| then, but by Monday afternoon most 
operators holding short positions were 
aware of the dangers, and. eyebrows 
were raised when the spot month, Oc- 
| tober, was characterised limit-down on 
two occasions, even though “the ex- 
change’s own rules provided limits only 


on the distant months. 
B: Tuesday the impending: debacle 
had crystallised to the point where a 
lobby .of stockbrokers, through the 
Stockbrokers Association and through 
the futures exchange itself, began call- 
ing for force majeure, to close open po 
sitions at Monday’s closing Jevels. At 
the time, the «International Com- 
modities Clearing House, the Hong- 
kong Bank and Standard Chartered, 
shareholders in CGC, seemed. quite 
willing to go along with this arrange- 
ment, even though it would have made 
a mockery of the market’s integ- 
rity and of Hongkong itself. 

Once the Hongkong Bank realised 
the extent to which its own subsidiaries 
were exposed — James Capel and Ward- 
ley-Thompson between them account- 
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doubtless be pressure for market regula- 
tion, much of which will be unwarranted. 












six months. Thailand followed the lead 


«ward drift seems in prospect as (very) 





of others, but without undue alarm. 

' Most worrying now, however, are 
the markets which moved least. South 
Korea’s stability merely showed how 
sealed it is from the outside world —a 
fact that will not go unnoticed by the 
US. Japan showed that the relative 
lack of weight of foreign money, and 
the predominance of institutional 
money, whose behaviour could be in- 
fluenced in the short term by the gov- 
ernment, kept things relatively steady. 
But Tokyo is still a bear market wait- 
ing to happen. 

Markets which have already taken 
their losses on the nose will probably 


‘see a return to stability and markedly 


lower levels of trading. Further down- 


stale bears and leveraged. investors 
give up waiting for a major rebound. 5 


— Philip Bowring 
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| the: stock exchange, a plan for wh 
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ed for more than 50% of the short po- 
sitions at the time — it quickly lent sup- 
port to the notion.of a rescue packag 
Several portfolio managers, which had 
sold short positions as a hedge again: 


considered legal action, but backed. off 
when legal advice suggested the ex- 
change had extensive powers under its’: 
rules to net off the open positions. 
A feature of the crisis throughout has 
been the noticeable lack of coherent posoj 
litical leadership, with Governor Sir. 
David Wilson curiously continuing an 
overseas goodwill mission to the US and 
Britain, even as Hongkong was falling. 
apart at its financial seams. “There was 
the governor, urging Americans to take 
more refugees, while in Hongkong the | 
financial markets were closed, tempera- 
tures were rising, and there was a great- 
er danger of mass emigration than im- 
migration,” says one banker. Official 


out for the: futures exchange, a clearly 
frazzled. Chief Secretary and Acti 
Governor David Ford assured the pu 
lic that. “everything that needs to be 
done to-save Hongkong will be done by 
the government.”) yg 

It took the government until Thu 
day, 22 October, to get into gear on t 
futures crisis, and appoint Hambros 
Bank to advise. According to one offi 
cial familiar with proceedings at the 




















they suggested it.” Ignorance over thi 
way markets work at the senior levels of 
the Hongkong Government had left the _ 
administration chasing its tail as it 
realised disaster was looming, but ap- 
peared unable to deal with it. 

Some embarrassing dithering over | 
vital issues surrounding the futures and 
stockmarket during the week of closure 
denied the markets some advantages on 
re-opening. One of these was a plan to 
introduce an escrow clearing process fi 























existed and ld possib 





opening, but the Monetary ‘Affairs: 
‘branch vacillated from 22 October, de- | 
ing on 26 October there would be no 


e to introduce the system. 
As. brokers, bankers, government 
and ‘stock-exchange officials rushed 
und attempting to patch up the badly 
listing futures vessel, Hongkong invest- 
ors could only bite their nails as they 
watched from the sidelines the wildest 
gyrations in world stockmarkets since 
929. And drawing from the experience 
of.1929; it seems, Stock Exchange of 
ongkong chairman Li took to reassur- 
ing investors that all would be well, that 
stabatity would return to the markets be- 
fore Hongkong’s opening, and that 
there was no need to panic. — 

An event that can only be described 
as surreal was, meanwhile, taking place 
ata large exhibition centre in Wanchai, 
adjoining ‘the territory’s Central Busi- 
-ness District, where hundreds of invest- 
‘ment advisers had set up stalls to peddle 

ir unit trusts and other, largely bull- 
market products to“ Hongkong invest- 

rs. Even as the crisis was building, the 
-pin-striped hawkers were extolling the 
irtues of their equity vehicles to a dis- 
inctly suspicious audience, who were 
nly too aware the same investment 

companies had suspended redemptions. 
<-> Government officials, meanwhile, 
were taking their cue from US President 
Reagan, insisting that the Hongkong 






















































When the markets opened on 26 Oc- 
‘ober the scene was one of carnage well 
beyond the most ‘pessimistic analyst's 
_expectations, as local and international 
investors ‘unloaded -their shares; ex- 
pressing in a single day’s trading the 
-pent-up fears and anxiety that would 
‘have been absorbed over four days had 
«the markets remained open. Even disre- 
garding the damage to Hongkong’s cre- 
dibility as a free market, the perpet- 
rators of the closure, which must include 
the financial secretary and the governor, 
committed a serious error of judgment. 
». During times of great crisis, market 
psychologists argue, closures of any na- 
ture exaggerate rather than diminish 
emotion. The down-time gives people 
time to think, and to worry, and.to.nur- 


the market opens all the ingredients for 
panic are in place. Misreading the mar- 
kets in this way may just be forgivable, 
were it not for the fact that vested in- 
terests were so obviously at play. 

- Initially coy about admitting the seri- 
ous systemic inadequacies underlying 
the crisis, the government could not ig- 
nore demands by international brokers 
that reform within the territory’s finan- 








agreeing to a rescue pack 












- ture these emotions, so that by the time: 







cial markets had to be a precondition i 


THE CARNAGE CONTINUES 
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escape the fall-out | 


By Nigel Holloway in Tokyo 
d Ma The wild gyration 
in share -prices in 
Tokyo looks as: if it 
will damage small in- 
sa vestors rather than 
J big players — unless 
the massive fluctúa- 

marae tions continue for a 
long time. Until now, there have been 
no reports of brokers or their clients get- 
ting into financial difficulties, but over- 
borrowed speculators must be hurting 
badly. And this will harm the financial 
institutions that have lent them money. 

Total advances for equities trading is 
not divulged by the authorities, but 
loans outstanding by the banks to “ser- 
vices” and to “individuals” rose by 9.8% 
and 13.2% respectively in the firstseven 
months of this year. They comprise 23% 
of all domestic lending of ¥254 trillion 
(US$1.8 trillion) as of last July. 

Tokyo Stock Exchange (TSE) offi- 
cials contend that there :are few 
weapons in their armoury to counter 
panic among investors. An important 
one; relaxing margin requirements, was 
used last week and if fears heighten 
again, margins could be cut further to 
below their present level of a 50% col- 
lateral requirement. . 

Official figures show that 17% of 
September's trading was conducted on 
margin, but this does not include money 
borrowed from unmonitored sources, 
such as consumer credit companies. 

Individuals bought and sold 26% of 
all shares traded on the first section of 
the TSE in September, slightly less than 
the transactions by stockbrokers for 
their own account. Other local financial 
institutions, including insurance firms - 
and investment trusts, comprised: 23%, 
non-financial firms, 17%, and foreign-. 
ers, 7%. On the days when there was 
) after the market first col- 
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lapsed on 20 October, individuals and 
foreigners dominated the selling. Ja- 
panese financial institutions returned to 
the market on 21-23 October. 

By mid-day on 28 October, share 
prices on Tokyo had fallen 14% from 
the Nikkei index’s all-time high of 
26,646.43 reached two weeks earlier, It 
had made up just over a quarter of its 
3,836-point loss of 20 October. In con- 
trast, New York by the close on 27 Oc- 
tober was 32% below its record level at — 
the end of August. TAE : 

Investment trusts and pension funds 
have not been forced into the massive 
liquidations seen by similar institutions 
on Wall Street. Securities investment 
trusts, which totalled ¥41.8 trillion (as 
of July) and accounted for 4% of TSE 
turnover in September, were not big sel- 
lers partly because they operate diffe- 
rently from US mutual funds. Only 
about one-third of their portfolio is in- 
vested in equities and holders put in their 
money for a fixed contractual period. 

Nomura Securities Investment Trust 
Management, Japan’s largest unit trust 
company, says that its gross redemp- 
tions between 19 and 26 October total- 
led ¥58.6 billion out of ¥7.1 trillion 
worth of what are misleadingly called 
equity funds (on average, only 30% ofa 
given portfolio is made. up of equities, 
the rest are bonds). There have been no 
reports .of significant liquidations of 
“tokkin” funds (corporate investment 
trusts). 

The.-Bank of Japan (the central 
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The deputy. g 
relations, Takeshi Ohta; told - the 
REVIEW: “We don’t see. any imminent 
isk of inflation.” R] 



















By Nick teal in Kuala Lumpur 
Despite the enormous 


Stock -Exchange of 

Singapore (SES), the 

| securities industry 

seems to have taken 
the crash in its stride. 
The contrast. between 

e stability. of Singapore and 

the dislocation of Hongkong is. all the 
more remarkable because the crash has 
been almost as severe in Southeast 

Asia’s premier market as it has in 

Hongkong. 

Share prices on the SES have drop- 
ped over 40% in value since the market 
reached its high on 25 August, and 
nearly all of that fall has occurred since 
New York triggered off the global panic 
on 16 October. Prestigious lig 
stocks which were ‘commanding 
ratios in excess of 40 are, now halve 
value. The Tanien ne i 
: Development Bank’ of | Singapore 
(Qe. has plummeted from a high of 
$$17.70 (US$8.20) a share to. $$9.35; 
| soft-drink giant Fraser and Neave was 
slashed from S$14.30 to S$7-40. 

The biggest tests of the market’s stab- 
‘lity have yet to come. State-owned 
shipping company, Neptune Orient 
Line, is expected to. go ahead with an 

| enormous one-for-one issue of $$440 

million over the next few days, mopping 
up most of the liquidity that may be left 
in the market. But first, the market has 
to contend with the debut of newly 


Coming to the 
aid of one party 


he mechanism stitched together to 
rescue Hongkong’s futures market is 
already proving to be dangerously de- 
leterious to the longer-term structure of 
the territory's financial markets. While 
presented as a means to support the 
market, the package is centred on the 
bankrupting of brokers with long posi- 
tions, liquidating their positions in the 
market, and creating a massive over- 
han of shares in the stockmarket. 
hile the share-buying exercise con- 
tinues, the unwinding of portfolios can 
take place to the advantage of the mar- 
ket-makers and fund managers holding 
| such positions, but, in the process, de- 
| cimating smaller players im both mar- 
= kets; A question ‘being asked increas- 
ingly as the drama unfolded concerned 
the role ‘played by Hongkong Bank, 
berg subsidiaries Wardley-Thompson 














ames Capel collectively held - 





drop in prices on the | 








‘Wardley, whose chairman. and. 





The peninsula survives 
share-price panic 


floated DBS Land. on 29 September. 


DBS Land’s issue of 300 million | - 
shares at $$1.35 was priced at a pre- 


mium to net tangible assets: and was 


oversubscribed by the relatively low 


level of five times. According to. brok- 


ers, the shares have been traded on the. 
grey market at around 80 S cents. They - 


expect that the stags will be forced to 
sell out in a big way, which may precipi- 
tate major falls in other share prices. 


Most brokers seem agreed that 


liquidity has been injected into the mar- 
ket from small investors using a portion 
of their Central Provident Fund (CPF) 
to pick up-blue chips at bargain-base- 
ment levels. Estimates of the amount of 
CPF money in the market hover around 
the $$3-4 billion mark but this is not 
enough to counter the sustained wave of 
selling by institutional investors — most 
of whom are foreign fund managers. 


P ress reports from Singapore state that 
the bank borrowings of local brok- 
ers totalled S$104.8 million at the begin- 
ning of the crash — down sharply from 
the S$800 million estimated in July. At 
this stage, there is thought to be little 
danger of a broker defaulting on its 
bank loans as the brokers’ own share- 
holders’ funds are estimated to total 
around $$500 million. This does not 
preclude defaults by retail clients. 

The reduction in brokers’overall in- 
debtedness has been ascribed to the in- 
troduction of new delivery rules.on.7 


such problems,” 






























relative stability in Singapore is 
koned to be rules: which came. 
force on 15 August, placing limits. 
aggregate indebtedness of brokers, 
posure to a single security and a brok 
age’s own house po: 
“Despite the existence of these re; 
lations, there are rumours that. 
foreign and bank-owned brokerages. u 
Singapore are reluctant to trade wi 
the independently owned hous 
Ronald Ooi, a director of independen: 
Kim Eng Securities said there were “n 
but he did confirr 
other reports that the Singapore brok. 
ers were avoiding doing. business wit 
their counterparts on ‘the sister | 
change in Kuala Lumpur. 
The imposition by the KLSE of t 
immediate delivery system on 20. Oc 
tober has made it very. difficult fo: 
foreign fund managers to offload th 
stock. Under the new rules, sellers hav 
to deliver the scrip the following day 
face buying in by the exchange’s cle: 
ing house at 25%, above the last closi 
price. As a result, a lot of business. 
volving Malaysian: stock has been chan 
nelled through Singapore: in the case of 
counters such as Malaysian Interna 
tional Shipping Corp. and Malaysian 
Airline System which have no listing 
the SES, the fund managers have been 
trying to arrange married deals through 
the oe re brokers. 
e KLSE has lost about: 30%. 
a ‘ine the beginning of the 
but some brokers fear that worse is 1 
come, following the wholesale deten 
tion under the Internal Security Act of 
most of the opposition political party’ 
leaders on 27 October (page 14). 








25,000 short contracts when the markets 
were suspended. 

While the government’s adviser on 
the futures issue is Hambros Bank, 
Hongkong Bank executives Bernard 
Asher and John Mansfield were .con- 
ducting -arm-twisting sessions with 
smaller brokers after the first HK$2 bil- 
lion (US$256.4 million) rescue package 
was announced. Both were confronta- 
tional, according to brokers present at 
the meeting, and invoked veiled threats 


-about retribution if. support was not. 


forthcoming. 

The massive short position held by 
chief 
executive are, respectively, Asher and 
Mansfield, gives some indication of 
Hongkong’s vested interests at work. 
More serious criticism on the. bank’s 
role focuses on the- blunt. refusal by 
Monetary Affairs Secretary David Nen- 








the CoC’ s bacon. 














dick on 21 October to consider a role foi 
the Exchange Fund when approach 
by a group of brokers. 
Days later, and without further co 
sultation with the brokers involved, a 
package designed by Wardley, Hong. 
kong Bank and James Capel became the 
government's favoured method for re- 
solving the crisis. Brokers not.involved 
in the futures market, who were forced 
to contribute to the rescue package. 
wonder about the influence. the bank’ 
chairman, William. Purves, may have 
brought to bear on government offici: 
to accept the bank’s proposal: z 
The Hongkong Commodities Guar. 
tee Corp. (CGC) is one aspect of the 
issue, and is being saved from collaps 
by the HK$4 billion lifeboat fund, wher 
strictly, it should have defaulted ‘before 


over ae the CGC and dhguidsted. B 
ing to. the. rescue, the governme 
the. supporting institutions are 


























oA HKFE has brought 
into question the cre- 
dibility. of banks. The 
futures exchange was 
fj abysmally run; some. 
members were often 
gt in breach of. regula-- 
s; Securities Commission supervi- 
sion was almost non-existent, and it fea- 
sd as its deputy chairman Ronald Li; 
č autocratic chairman of the Hong- 
ong Stock Exchange. But none of this 
an disguise the fact that the underlying 
failure was not that of the members or 
eir clients; but of the Hongkong Com- 
modities Guarantee Corp. (CGC). If 
‘this institution, whichis owned by a 
clutch ‘of international banks, had 
een willing or able to meet its ob- 
gations, there would have been no 
risis. 
When the crunch came, the CGC 
hareholders were not what they seem- 
. The institution fell back on the 
ict ‘that its legal obligations went no 
irther than its net‘assets — a mere 
30 million in capital and reserves. 
Ip save its own skin, the corpora- 
on appeared for a while willing to go 

























































‘By Hamish McDonald in Sydney 

he Sydney Futures Exchange (SFE) 
safely weathered a massive margin 
‘on its share price index (SPI) con- 
acts on. the blackest. day of the 
cal sharemarket collapse, by vir- 
ue of its existing prudential require- 
nts and solid “professional” client 
ase. 

After the initial 80-point (3.7%) 
rop in the sharemarket indicator, the 
Australian All-Ordinaries Index, on 19 
October, SFE directors decided to lift 
he deposit requirement on SPI con- 
tracts (valued at 100 times the dollar 
quivalent of the All-Ordinaries) from 
an already substantial A$8,000 
(US$5,735) to A$20,000 — with the 
























normal 24 hours. i 


| foreshadowed the - physical- marke 
“bears by marking down the SPI con 
tracts by 500 points within the first 
-utes of trading. SFE. directors held 
another urgent meeting, and 
‘unprecedented A$60,000 margin 
-| outstanding SPI contracts, which close 
-| at three-month intervals (the next at 
| the end of December). The margin had 
to be paid by that day’s close. Mem- 
bers thus had to pay A$72,000 for 











$12,000 margin payable within the | 


`The next morning, futures traders 


de an | 


(mostly self-interested) brokers to close 
out positions at prices prevailing before 
| the suspension of the stockmarket. 
Thus, instead of providing 4 guarantee 
for contracts, they would have been 


party to a possibly illegal re-writing of ` 


contract terms. : 
Inthe end, government intervention 
(and money) prevented such an out- 
come. The rescue package provides for 
CGC to contribute 25% of the initial 
HK$2 billion package (later increased 
to HK$4 billion, with half the extra 
funds coming from government. and 
the rest from the Hongkong’and Shang- 
hai Banking Corp., Standard Chartered 
and the Bank of China). Major brokers 
suddénly found that they, mostly win- 
ners, were ‘being expected to bail out 
losers. i 
~ -What is clear from all this is that no 
one should put any trust in the words of 
bank consortiums’ unless they are 
backed either by paid-up capital or cast- 
iron joint and several guarantees from 
the shareholders’ parent companies. 
In this case, CGC is owned 20% 
by the Hongkong Bank, 15%: each by 
Stanchart and Chase Manhattan, and 








each SPI contract within ‘six. hours 
or so: 

This required a net A$300 million 
from the. SFE’s 29 members. No de- 
faults occurred. Nor did overnight rates 
on the Australian money markets do 
more than flutter as the Reserve Bank 
of Australia (the central bank) took 
steps to maintain liquidity. 

ost of the full SFE members are af- 
filiates of large banks and brokerages. 
These members also stand as guarantors 
behind the “local” members permitted 
to trade only on their own account. 
Among the locals, only two or three 





uarantees withdrawn, with the largest 
oss near A$4 million. 
Among customers of members, 
lis passed on, with total defaults. put 
officials at A$25-30 million — 
% of the total margin call. The 











have run into difficulties and had their. 





about 10 have failed to meet margin. 


ong Bank d The r 
aining 20% is held: by the Interna- 


m 
: | tional Commodities Clearing House 
` Ze oe — | (CCH), itself owned:by British banks. 
along with a scheme proposed by some : 


Exchange literature claimed that CGC 

“guaranteed” performance and that it 
was backed by big banks. = = 

Futures exchange volume grew sey- 

ction of the 

ontract ‘last 





crease resources. backing the 


“guarantee.” CGC could hardly have 


been unaware of the situation. [CCH 
was actively involved in the growth of 
the market's business, and ‘the guaran- 
tee corporation’s chairman was an ap- 
pointee of the Hongkong Bank, which 
was not only the largest shareholder 
but, through its subsidiaries James 
Capel and Wardley Thompson, the 
largest user. «© 

Most users.of the exchange never 
gave a thought to the risk of the ex- 
change itself collapsing given the combi- 
nation of Securities Commission super- 
vision and CGC. ownership. Caveat 
emptor, certainly. But if. financial mar- 
ket participants around the world were 
as sceptical of verbal.contracts and the 
good faith of big names as this episode 
Suggests ‘they should be, the markets 
would contract even faster than they are 
doing already. — Philip Bowring 





a day with a notional value of A$325 


million, has been running at about a . 


third the volume of Hongkong, which 


has recently averaged 35,000 contractsa -j 
day worth. around HK$5.25 billion |" 


(US$673 million). 


In contrast to Hongkong futures 


trading, only about 10% of trade at the 
SFE is done on behalf of small invest- 
ors, and the exchange prides itself on 
having a strong hedging rather than 
speculative function. This.is partly a les- 
son learned from the 1980 gold-market 
crash. The SFE has worn the criticism 
that its high deposits- keep out the small 
man, as the price of protecting the 
market: ae AS : 

Since the latest stockmarket crash, 


SFE chief executive Les Hosking has. 


defended strongly against criticisms by 
one angry equity fund manager, Brian 
Sherman of ‘Equitilink, that futures 
trading . exacerbates — stockmarket 
swings. The opposite was true, Hosking 
said, as futures allowed investors. to 
hedge without moving funds in and out 
of the physical market. 

‘Hosking is- not so sure Sydney will 
shine as a result of Hongkong’s failings. 
“The weakness in Hongkong will have 
an influence on that faith in the Asian 
time zone that we were just starting to 























transport requirements. 








Nedlloyd Lines 


P.O. Box 240, 3000 DH Rotterdam, 
Tel.: (10) 4177933, Fax (10) 4147394 
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“We need . 
a computer da 
that grows 4 
with us | 
painlessly.” 









NCR Computers 3 


Our incremental architecture lets you add power without disruption. 





Managing business growth 
is a 24-hour a day job. You 
can't afford the disruptions 
usually caused by com- 
puter growth. 


Disruptions like: 

O Installing replacement 
hardware and operat- 
ing systems 

O Putting up with 
computer downtime 

O Retraining staff 

O Building new facilities 

O Recompiling 
applications 





A growing business can’t 
stop and wait for its 
computer to catch up. 


That’s why NCR designed 
incremental architecture. 
Simply stated, it lets you 
add computer power by 
the slice. And you can 
add that power at a frac- 
tion of the cost of tradi- 
tional system conversion. 
Often while your existing 
programs continue to run. 
NCR makes it possible 








with multiple, indepen- 
dent application process- 
ors and I/O processors. 
To increase computer 
performance you simply 
add the appropriate 
processor. 


Incremental architecture. 
It’s part of NCR’s 
new-generation attitude 
towards computer per- 
formance. For more 
information contact 

your NCR representative 
or distributor today. 


Computer performance 
where and when you need it. 


NCR Offices: Australia, Fiji, Hong Kong, Japan, Macau, Malaysia, New Zealand, Philippines, Singapore, Sri Lanka, Taiwan 
NCR Distributors: Bhutan, India, Indonesia, Korea, Nepal, New Caledonia, Solomon Islands, Tahiti, Thailand, Vanuatu. 


EXACTING STANDARDS Rey components of 
i Cross writing instrument are machined to 
. the same degree of accuracy: one one-thousandth. 
of aninch. Craftsman shown i irteptotirig i karat © 
ie gold fountain pen, J a 


The wisal of over 140 years of 
. dedicated craftsmanship in the art of 
creating fine writing instruments is _ 
: tiy apparent in every Cross, 
_ Our writing instruments meet 
rds of care and precision that 
y only reserved for the 
fine jewelry and time- 
. le there certainly are many 
7 othe brani of writing instruments 
ereis only 
adan n. Meticu- 


ve: Our 14 karat rolled gold ball point pen and mechanical pencil. 
ments are unquestionably guaranteed against mechanical failure, regardless of age. 















or centuries Chinese artists have created masterpieces with 
he “maubi”, the traditional Chinese brush. Meticulously 
naintained, each brush is a precious tool, carefully chosen 
or the softness and boldness of the artist’s touch. 


ina. Airlines is a part of that kind of tradition. In 
aodern wide-bodied jets, skilled teams of flight and cabin 
personnel offer a unique blend of Western efficiency and 
hinese hospitality. Service that, in itself, is a work of art. 


VE TREASURE EACH ENCOUNTER 























The Right Touch of Chinese Tradition 


CHINA AIRLINES | 
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IUY- SAATCHI & SAATCHI COMPTON EQUIPEMENT 


The innovators are great 





ye got a terrific ball! When dad told me it was made 
of plastic I didn’t believe him. I haven’t missed a goal 
since I got it. It puts up with all kinds of rough treatment - 
even my dog’s teeth! All my friends are jealous. I really 
think that the people who made it are clever!’ 

That’s true : the innovators of to-day are clever and 
Atochem’s chemistry is here to help them. To help them 
to produce better and more reliable products and to meet 
the needs of to-day’s high technology. 

Atochem has laboratories, research centres and 


production sites which by working in close collaboration ATOCHEM 
with each other ensure successful products for the Hong-Kong 
innovators Tél. : 852 (3) 697.145 


z > Télex : 39712 HKATO HX 
Atochem : The way forward for innovators. Melbourne 

Tél. : 61 (3) 548.40.33 
Telex : 154171 ATOMEL AA 
Singapour 

Tel. : (65) 225.03.88 

Télex : 34502 ATOSEA RS 
Tokyo 

ATOCHEM in France and the world. 


- 10,000 employees plus. 


- 35 productions plants in 


France and the world 
- 4 research and 

development centres 
- l technical centre 

(engineering) 







- Network spreading over 


97 countries on 5 continents. 


- Turnover: FF 20 billions. 
- Main activity sectors : 
Basic chemicals, 
Fine and speciality 


chemicals, Plastic materials. 








Tél. : 81 (3) 234.7441 
Telex ; 2325419 ATOCHM 


ATOCHEN 
aaa NT 


4, cours Michelet 

La Defense 10 - Cedex 42 

92091 Paris La Défense (France) 

Tél. (1) 49.00. 80.80 - Telex: ATO 61192 

















he key to the keyboard is 


two hands. 
It takes two hands to harmonize a key- 
board into its full potential. And a con- 
siderable amount of inspiration as well. 
Think of Sunkyong as your other hand. 
in a whole range of exciting business ac- 
tivities, we'll harmonize with you to 
“produce results that will be pure music 
to your ears. We know how to put a 
masterpiece together, and how to work 
in perfect concert with you in meeting 
whatever requirements you may have. 
Plus we'll provide you with a lot of in- 
spiration for future presentations, since 
that, too, is an essential part of success. 


ut Sunkyong to work for you. 


Partnership requires trust and relia- 


"obi SA aani 


bility, and you get both with Sunkyong. 
It's trusted name around the world in 
import and export of a dazzling range of 
products and services. 

With a worldwide network of thirty-five 
branches, Sunkyong can meet-your 
partnership requirements in a host of 
areas. Marine and agricultural products. 
Coal, oil and other energy resources. 
industrial products ranging from footwear 
textiles to steel, chemicals and machinery. 
In automotives, ships and plants. 
in high tech, too—perfected video tapes 
and flexible diskettes and compact discs. 
in fine chemicals and new types of synth- 
etic textiles. And Sunkyong’s an increasingly 
prominent name in integrated energy and 
integrated chemicals. 











and the new 20-MHz COMPAQ PORTABLE 386" 


Both use disk caching to inject 
more speed into disk-intensive 
applications. 

As for memory, get up to 16 MB 
of high-speed 32-bit RAM with 
the COMPAQ DESKPRO 386/20 
and up to 10 MB with the COMPAQ 
PORTABLE 386. Both computers 
feature the COMPAQ* Expanded 
Memory Manager, which supports 
the Lotus’/Intel*/Microsoft* Ex- 
panded Memory Specification 
to break the 640-Kbyte barrier. 


Lumpur, Tel. no.: 7188332, Tx. no. 37830. Pakistan, Computer Graphics and Systems, Lahore, Tel. no 237293, Tix. no.: 24492: People's Republic of China, Computer! 
Telno.: 818-2703, Tix. nox 23232. Singapore, Computer Industries Ltd., Tel. no.: 225836, Tix. no.: 22907, Thailand, Olympia Thai, Bangkok; Tel. no.: 2340770, Tx. no.: 20191: : 


















With these new computers 
plus the original COMPAQ 
DESKPRO 386", we now offer 
the broadest line of high- 
performance 386 solutions. 
They all let you run software 
being written to take advantage 
of 386 technology. 

And to prove it, from now until 
December 31, 1987, we're including 
Microsofts Windows/386 Presenta- 
tion Manager free with your pur- 
chase of any COMPAQ 386-based 





PC. It provides multitasking 
capabilities with today's DOS 
applications to make you consi 
erably more productive. But. 
that's just the beginning. For 
more information, see the listin 
below to call the Authorized 
COMPAQ Computer Dealer © 
nearest you. 2 





Intel, Lotus, Microsoft, and Weitek are 
trademarks of their respective companie 
©1987 Compaq Computer Corporation. 
All rights reserved. 
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The new COMPAQ DESKPRO 386/20" 


he world now has two new 
enchmarks from the leader 
high-performance personal 
po pating: The new 20-MHz 
OMPAO DESKPRO 386/20 and 
the 20-Ib., 20-MHz COMPAQ 
ORTABLE 386 deliver system 
performance that can rival 
inicomputers. Plus they intro- 
uce advanced capabilities 
‘ithout sacrificing compatibil- 
y with the software and hard- 
are you already own. 


Both employ an industry- 
standard 80386 microprocessor 
and sophisticated 32-bit architec- 
ture. Our newest portable is up 
to 25% faster and our desktop is 
actually up to 50% faster than 
16-MHz 386 PC's. But we did 
much more than simply increase 
the clock speed. 

For instance, the COMPAQ 
DESKPRO 386/20 uses a cache 
memory controller. It comple- 
ments the speed of the micropro- 


cessor, providing an increase in 
system performance up to 25% 
over other 20-MHz 386 PC's. It's 
also the first PC to offer an op- 
tional Weitek™ Coprocessor Board, 
which can give it the performance 
of a dedicated engineering work- 
station at a fraction of the cost. 

They both provide the most 
storage and memory within their 
classes. Up to 300 MB of storage 
in our latest desktop and up to 
100 MB in our new portable. 


3 Microware U.S.A. Limited, Tel. no.: 471289, Tix. no. 89586. Indonesia, Gmkom, Jakarta, Tel. no.: 361343, Tix. no.: 663651, Malaysia, Microcomputer Centre, Kuala 
inz Hotel, Tel no: $6854) ext. 2957/2958, Tix. no. 22848. People's Republic of China, Eekon —Hong Kong, TeL ne. 714028, Tix. no.: 76626. Philippines, Datronics, Manila, 
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Your business need not be a 


world apart. 


The world of international bank- 
ing is made up of many different 
worlds. Customs, practices and tra- 
ditions differ from nation to nation, 
from business to business. To take 
maximum advantage of opportuni- 
ties in international business, you 
need a bank that bridges these dif- 
ferences — without losing sight of 
the individual features of client and 
marketplace. 

The Deutsche Bank Group's 
international network puts the 
experience and expertise we have 
gained as Germany's largest com- 
mercial and investment bank to 
work for your business, linking local 


experience with international 
know-how in over 50 countries 
around the globe. With the 
Deutsche Bank Group at your side, 
you have complete access to the 
world of global finance, backed up 
by the full range of services you 
would expect from one of the 
world’s largest banking groups. 

If its time to connect your 
business to the world of inter- 
national finance, consider using 
the skills and experience of one 
of the world’s leading banking 
groups. 

Contact the Deutsche Bank 
Group office nearest you. 


Deutsche Bank [A] 


Deutsche Bank AG * Deutsche Bank Australia Ltd 
Tokyo Branch 1 Collins Street 

ARK Mon Building 23 F Melbourne, Victoria 3000 
12-32. Akasaka, bchome > Tel.(3) 6 5412.77 f 
Minato-ku. Tokyo 107 18 Castlereagh Streat = 
ee TRE 3) 888-19 Tes 





Deutsche Bank (Asia) AG 
Singapore Branch 

§0 Raffles Place 
Singapore 0104 
-Maxwell Road PO Box 394} 






Hong Kong Branch 
New World Tower 
16-18 Queen's: Road. C. 





Deutsche Bank (Asia) AG Other Deutsche Bank (Asiay — 
branches in: Bangkok, 
Bombay, Colombo. Jakarta, 
Karachi. Kuala Lumpur, 
Lahore. Macau, Manila, 

“Pusan, Seoul, Taine 




















What shape is your office in? 


Hong Kong's newest and most distinctive office building is 
undoubtedly one of the most flexible. 
Bond Centre. Offering tenants a selection of floor sizes and shapes, 
with single floors ranging from 6,675 square feet to 12,790 square feet net. 
The floors are designed such 
that many have 12 corner windows 
providing sweeping views over 
most of Hong Kong. 
aa Above all however, flexibility 
eS et is Bond Centre's key ingredient. 
Flexible floor shapes and sizes offer exciting possibilities _, 
in a multitude of layouts to all companies, whatever 
the nature of your business. (We can even provide ⁄ 
free interior design assistance should you wish.) _.< 
And naturally, Bond Centre offers tenants 
tremendous value for money in view of its prime 
location, superb working environment and 
architectural excellence. In addition, rent is charged “= 
on net areas which means you only pay for the actual 
` space you occupy excluding columns, washrooms, 
lift shafts and fire stairs. You only pay for the space you occupy. 
| If you'd like to tell us what shape your office is in, simply call 





















or write to Mr. Michael Laven or Mr. Simon Haynes of om. 

First Pacific Davies in Hong Kong. Ls 
Completion date: November 1987. BOND 
CENTRE 


Central, Hong Kong 







FIRST PACIFIC DAVIES. 
23rd Floor, Two Exchange Square, 
Te SLEDS Foe aonn 
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By Nigel Holloway in Tokyo 

“mhe sound of crashing stockmarkets 
q has not scared Japanese authorities 
into slowing down the of financial 
lisation. If anything, the pace of 
>gulation is accelerating now that fi- 
cial institutions are proving to the 
ernment that they can cope with the 
e volatile interest rates and curren- 


cies of the pe: 
A the Minty of Finance (MoF) and the 
in inance 0} 
Bank of Japan (BoJ, the central bank) 
have told the REVIEW that the reform 
programme remains on course, despite 
all that has happened in equity markets. 
_ Until now, most of the changes have 
concentrated on freeing interest rates. 
But over the next few months, attention 
_ will turn to the other aspect of deregula- 
in oo ies removing the barriers be- 
tv ifferent categories of financial 
institutions and dismantling walls that 
were erected after 1945 when banks and 
securities houses served the needs of in- 
dustrial development. In early De- 
ber, the MoF’s Committee on Fi- 
nancial System Research is due to pub- 
lish a report on four categories of in- 
stitutions — long-term credit banks, 
trust banks, sogo (mutual) banks and 
gn-exchange banks. 
= Senior officials in the MoF say the re- 
_ port, which is now being drafted, will 
not contain recommendations on how 
these banks should be treated in future. 
But it will be pretty clear from the 
analysis, if it is skilfully drafted, what 
s the finance minister is likely to 


























































couple of years. And 







_ The 69 sogo banks are now dealing in 
bonds and selling government 
‘securities over the counter. 
_ They offer a full range of bank- 
ing services, ees Krags 
exchange, though each cannot 
lend more bors 20% of its 
portfolio to large companies. 
This is unlikely to chaise: it 
stead deregulation will force 
them to choose between merg- 
_ ing with their larger brethren, 

the regional and city banks, or 
developing closer links amon 

hemselves. Some in the Mo 
favour the latter, because their 
_ lending skills may get swamped 
_ by big banks with no tradition 
| of lending to small firms. 

_ The most important section 
of the report will concern the 
operations of the three long- 
term credit banks. But any dis- 

sion of their funding ar- 
ments will affect the 































No change of course 


liberalisation is not affected by stockmarket reversals 


only institution apart from the long- 
term banks to be able to issue deben- 
tures. Although the Bank of Tokyo is 
still pre-eminent in local foreign-ex- 
change dealing, it no longer enjoys a 
monopoly in the field. So any big 
changes to the way it raises money are 
likely to mean the end of the special 
legal arrangements which first estab- 
lished the bank in 1946. 

Until recently, the long-term credit 
banks were the only institutions to make 
medium- and long-term loans, but the 
13 city banks are muscling into their 
patch as corporate demand for short- 
term loans has dropped sharply. In the 
financial year to end-March 1986, loans 
by the city banks of more than one- 
year maturity totalled ¥10.2 trillion 
(US$71.9 billion), 67.5% of all their 
new lending and a 57% increase over 
the gar before. 

is is affecting the structure of the 
city banks’ liabilities. They can now 
swap short-term, floating-rate funds 
into medium-term instruments at fixed 
rates and thereby compete outside their 
traditional market. This worries the 
long-term credit banks because their 
cost of funds on fully liberalised deben- 
ture yields is considerably higher than 
the city banks, for whom deposit rates 
are only partly deregulated. 


M officials say that this problem 
will lessen as interest rates on 
smaller its are deregulated, raising 
the cost of city banks’ funds. Long-term 


credit banks have no desire to be more 
than wholesale financial institutions, 
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tar CA 
and with one-tenth the number of 
branches per firm, their costs are far 
lower than those of the city banks. Be- 
cause the long-term banks can afford 
narrower margins between the cost of 
funds and lending rates, they will retain 
a competitive edge. Yoh Kurosawa, the 
deputy president of the Industrial Bank 
of Japan (IBJ), the biggest of the long- 
term credit banks, reckons they can 
afford half the margins of the city banks. 

Interest rates are being freed at a 
faster pace than previously, On 5 Oc- 
tober, the maximum maturity of large- 
denomination time deposits was short- 
ened from three months to one month. 
The government also halved to ¥ 10 mil- 
lion the minimum denomination of 
money-market certificates (tied to cer- 
tificates of deposit), an instrument 
brought in by the city banks in 1985 to 
counter the threat to their deposits from 
new instruments introduced by the 
securities houses. Officials say thew 
hope to halve the minimum size of in 
terest-freed time deposits and certifi- 
cates of deposit early next year. 

Deregulation, however, is not going 
so far as to dismantle Article 65 of the 
Securities and Exchange Law, the Ja- 
panese version of the US Glass-Steagall 
Act which separates banking from the 
underwriting of corporate securities. 
On 14 October, the Asahi Shimbun 
newspaper reported that the MoF was 
proposing to establish a new type of in- 
vestment bank which can engage in 
securities business as well as issue de- 
bentures and do trust banking. Under 
the plan, the report said, securities 
houses as well as city banks, trust banks 
and long-term banks could set up invest- 
ment banks as subsidiaries. 

Bankers rang up the MoF the same 
day to hear official denials that such a 
revolution would take place. But while 
kites are flown, the Finance Ministry 
seems to have little objection to finan- 
cial Rayer TEE Pi underneath 

e65. 


Foreign banks in Japan 
were allowed in January 1986 
to own 50% of a securities 
branch in Tokyo and no obsta- 
cles have been placed in the 
way of subsidiaries of overseas 
commercial banks applying 
here for licences to deal in 
securities. In July of this year, 
Aubrey G. Lanston, a US pri- 
mary dealer in Treasury bonds, 
was given permission to es- 
tablish a representative of- 
fice in Japan. The firm is 
owned by IBJ Schroder Bank 
and Trust, a subsidiary of 


J. 

Takeshi Ohta, deputy gov- 
ernor for international rela- 
tions at BoJ, says it cannot 
be assumed that, if the US 
abolishes Glass Steagall Tokyo 
will automatically get rid of 
Article 65. o 
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timism abounds about the country’s 
economic and political future and there 
is widespread hope that there will be a 
bull run leading up to next September’s 
Olympic Games. 

However, if the economy slows or if 
the political situation deteriorates in the 
wake of December's presidential elec- 
tion, foreigners may not be quite so 
eager to put money into Seoul. Labour 
costs in US dollar terms will rise an esti- 
mated 25-30% this year and are wg Ne 
increase another 20-25% next year. The 
increases include a 10-12% revaluation 
of the won each year. 

South Korean companies do not 
seem to be making major productivity- 
enhancing investment in the wake of 
last summer’s labour disputes and the 
rate of capital investment appears to 
have slowed dramatically. While capital 
investment during the first half was 
more than 50% higher than the compar- 
able period last year, during the second 

alf the year-on-year increase is pro- 
jected at only 15%. 

Foreign perceptions of South Korea 
shift quickly. Less than three years ago 
many thought that South Korea’s heavy 
foreign debt burden would crush the 


















economy. They believed it was destined 
to become another Mexico or Brazil. In 
the present volatile circumstances, it is 
unclear how long South Korea will re- 
main the darling of international invest- 
ors. 

Opening Seoul’s market to direct 
foreign equity investment would re- 
move a major source of trade friction 
with the US. But such a move is politi- 
cally impossible during an election 
period because South Korean voters are 
sensitive to foreign economic penetra- 
tion. The added cash that foreign invest- 
ors would pump into the economy, 
which is already flush with liquidity, 
would also not be welcome. But waitin 
until a slumping economy impels Sou 
Koreans to give away their assets to for- 
eigners at rock-bottom prices would be 
a worse alternative. 
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Who says you 
have to work 
all the time? 


Holiday Inn knows it’s not business all day, every day. You 
even have the occasional vacation. So at all our 1,642 hotels world- 
wide you'll find the best leisure facilities available. 

From the sun drenched beaches of Surfers Paradise, down 
under, to the exotic scenery of Tibet. Or on a journey of discovery 
to Malaysia’s Kuching and Penang, and beyond to Thailand’s 
Phuket, Holiday Inn makes it easy to relax. 

Every Holiday Inn in Asia and The Pacific is perfectly position- 
ed for time out; so you don’t have to work hard to enjoy your vaca- 
tion or your hours off. The right reason to choose Holiday Inn first. 


——— LOCATION * COMFORT ° VALUE ————— 


TheWorlds First Choice 


For further information and reservations: 


Contact your travel agent, any Holiday Inn or our Regional Director of Sales, c/o Holiday Inn 
Harbour View Hong Kong, TST PO Box 98468, 70 Mody Road, Kowloon, Hong Kong. 
Tel: 3-7215161. Telex: HX38670. Cable: INNVIEW. Fax: 3-695672. 

29 Holiday Inn Hotels in Asia-Pacific: Bangalore + Beijing + Bombay + Colombo + 
Guilin + Hong Kong + Islamabad + Johor Bahru + Kanazawa + Karachi + Kuala Lumpur * 
Kuching + Kyoto + Manila + Nagasaki + Narita + Osaka + Penang + Phuket * Singapore + 
Surfers Paradise Australia + Sydney + Tokyo + Toyohashi + Yokohama 


Bue’: 
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‘outh Koreans have been congratu- | 
ating themselves in the wake of the 
idwide stockmarket collapse. .be- 
ise the Seoul market was the only 
jor bourse to show a gain in October. 
e composite index managed a 4.9% 
rease for the month. i 
But the crash’served as a-warning to 
uth Korea that the good times would 
ot. g0 on forever. Economic officials 
ght do well to heed those warning 
ns and open their market.to direct 
sign equity investment while it is 
ar its all-time peak. For South 
rea's fiery economy will be unable to 
ulate its stock prices from a correc- 
n indefinitely. 
Significantly, South Korean conver- 
lë bond issues and mutual funds 
d abroad were sucked into the vor- 
hat dragged markets down. The few 
th Korean issues open to foreign in- 
t more than the market 
i London. and New York. The 
iums to underlying values on 
‘Korean’ paper traded abroad 
re nearly eliminated on some issues. 
The price erosion means that South 
an companies will almost certainly 
to pay more for financing when 
y turn to the’ Eurobond markets. 
en Goldstar sold a US$30 million 
ible issue in August, it carried a 
nium of 115% ‘and a 
.75%, terms that’ are 
repeated in the foresee- 
Following the market 
istry of Finance (MOF) 
d that'no more convertible 
would be issued this year, citing 
xcess of. liquidity in the domestic 
y: ‘Two or three additional is- 
beenexpected. 
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ie Korea Euro-Fund fell 50%, 
$32 to US$16 in the two weeks 
wing Black Monday (19 October). 
e NYSE-listed Korea Fund fell from 

o 44. The K 
mance has tr 








the Korean cor 





ea Fund, whose per- | cı 


kmarket crash cuts the allure of South Korean equities 


posite index this year, saw its premium 
over net asset value drop from 133% to 
23%. The drop whittled the Euro- 
Fund’s premium from 185% in the week 
before the crash to 40% two weeks 
later. 

- Samsung Electronics’ convertible 
fell from 488 on 16 October to 270 two 
weeks later, slicing the premium over 
the domestically traded issue from 


208% to 82%.. Daewoo Heavy Indus- 


tries’ convertible dropped from 191 to 
110, paring the premium from 102% to 
27%. Yukong’s convertible, which fell 
from 190 to 115, saw its premium fall 
from 127% to 44%. Only Goldstar, 
which fell from 142 to 110, still com- 
mands a triple-digit premium. Its pre- 
mium went from 255% to 190%. 

Two of the convertible bond issues, 
Yukong Oil and Daewoo Heavy, have 


UNDERPERFORMED AND 
OVERBID — NO MORE 


(Performance of Korea Fund) 


fallen so steeply that some investors are 
buying them on the basis of their yield- 
to-put. (The. bonds have a put option 


| that allows investors to sell them back to 
| |© the issuer five years after the issue at a 


premium to face value.) In other words, 


-| for perhaps the first time some South 


Korean convertible bonds are actually 


“| trading like bonds. E 
The domestically managed trusts are 


the best buy in the group of issues that 


`| -are open to foreign investors (REVIEW; 
22 Oct.). Premiums over net asset value | 
«| on the domestic trusts have. fallen to | 


et asset value if foreign- 
South Korean market. 





But the main danger with the domestic 
trusts is that share prices onthe Seoul 
market might decline» 

The initial reaction to Seoul's insula- 
tion from the world stockmarket crash 
has been smugness. South Koreans who 
| favour a go-slow approach towards 
foreign investment point to the strength 
of the South Korean market as support 
for their policy of protecting the domes- 
tic equity market. cs 

But if the global’ stockmarket col- 
lapse presages economic slowdown, 
smugness may succumb to pragmatism 
and South Korea may open its market to. | 





































































ed. That would reduce pressure from 
US trade negotiators and bring cash into 
the market. i 

The MoF is forcing companies to re- 
duce their gearing by replacing debt - 
with equity. Strong share prices are crit- 
| ical to the success of this policy. How- 
| ever, if consumer spending in the UF 
| 
| 





becomes more sluggish, as is likely, thi 
South Korean economy will suffer and. 
share prices could decline. While there 
is abundant liquidity this year and re- 
moving investment restrictions on insti- 
tutional investors could easily offset any 
decline in share prices now, a 
year of sluggish economic 
growth could put an end to op- 
timism. 

Local brokers claim that the 
MoF is prepared to allow more 
foreign investment in late 1988 
or early 1989. Some “brokers | 
expect more closed-end mutual 
funds, like the Korea Fund and 
the Korea Euro-Fund, or addi- 
tional tranches for. the exist- 
‘ing funds. Others think that 
the market will be open to 
limited direct-equity invest- 
ment. : 


M arket opening has been 

much slower than expect- 
ed. Many investors had once 
hoped that last month would be 

_ a watershed in market opening... 





FevEwonamrbyrieyHo as the Samsung bond was sche- 


duled for conversion. But for the con- 
version to occur the underwriter, S.G. 
Warburg, had to notify the bondholders 
that the market was significantly open 
to direct foreign investment. Under- 
standably; the underwriter did not 
notify the bondholders. (The MoF indi- 
cated privately that it would have no ob- 
jection to the conversion, but that any- 

| one who converted would have only two | 
| choices — holding the shares or selling 
| the stock and taking the profits in cash. 
| Proceeds could not be invested in other 
stocks. } Betis” OTe 

| South Korean authorities are in a 
| 





quandary. If they want to ensure that 
foreign investors put up cash for the 
market, they should open up to more di- 
| rect investment soon. The market is at 


‘ 











foreign investment sooner than expect | 
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passed in 1984 — a watershed document 
that set the stage for the many reforms 
that came immediately after — was 
much more specific on economic licy, 
spelling out clearly the need for ail- 
round reform, with price reform as the 
key. 

That document and the latest one 
are, however, very different in nature: 
the former was a plenum document fo- 
cused specifically on urban reform while 
the latter is a congress document pro- 
viding general guidelines for the next five 

ears. “Zhao’s speech is like a ‘menu’ 

ut not a ‘recipe’ for reform: it tells you 
what is available and legitimate but not 
what to do next in detail,” explained 
one observer. In this context, the inclu- 
sion, for the first time, of such controy- 
ersial issues as joint-stock ownership 
and leasing, as well as the exclusion 
from the document of bankruptcy are 
important signals. 

There are two distinct features of the 

ongress resolution which will pave the 
way for important economic changes. 
First, is the commitment by the congress 
to reduce the planned sector of the 
economy. Until recently, the official 
stand was that planning would remain 
dominant while the market would be 
supplementary. The new relationship 
between market and plan is now defined 
as “the state regulates the market, the 
market regulates firms.” There is also a 
commitment to develop markets for 
funds, labour service, technology, in- 
formation and real estate. 

The second is the theory of the sep- 
aration of ownership and management. 
Mentioned only briefly in the 1984 
document, the theory is the first of all 
policies suggested for economic restruc- 
turing in Zhao’s speech. By setting out 
the principle that the state need not di- 
rectly control or manage what it owns, 
reformers can now allow state-owned 
assets such as land and factories to be 
transferred freely and managed by indi- 
viduals and collective units. In official 
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> Foreign investment. Both the east 
Liaoning and east Shandong peninsulas 
in northeastern China are to be so- 
called economic development zones 
ne investment. Hainan 
is to offer the best preferential 
treatment to fi investors, in- 
cluding the lease of for up to 50 
years. 
> Domestic investment. A few large in- 
vestment — have been formed to as- 
sess 


the dime ene oud Lee 
mission, and fun at little or no cost 
to the Ministry of Finance. 

— Louise do Rosario 
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jargon, the state is giving up “the right 
to operate” but still owns the property. 
The theory will help in justifying leas- 
ing, land sales and selling sharesJn a fac- 
tory to its workers. ON 


Te congress may have been short 
on economic specifics but it exten- 
sively addressed one of the weakest as- 
pects of reform: it provided a coherent 
and powerful ideology, argued in Marx- 
ist terms, to blunt criticisms that the re- 
forms are not socialist but capitalist. Re- 
formers justified their more contentious 
policies as products of a planned com- 
modity economy (the official label for 
China’s evolving mixed plan-and-mar- 
ket economy) but found the rationale 
inadequate as reforms took on an in- 
creasingly controversial character. 
Since 1978, the question of whether a 
specific policy is capitalist or socialist 
has been central to many debates and 
reformers have constantly found them- 
selves on the defensive. By declarin 
that China is still in the primary stage o 
socialism, Peking has stretched the 
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limits of tolerance towards new econo- 
mic phenomena, such as private busi- 
nesses and leasing, which are not nor- 
sigs have et in a socialist economy. 

ao said China’s primary stage of 
socialism would last for at least 100 
years from the 1950s, with three distinct 
stages from an agricultural to industrial 
society until finally there is “a great re- 
juvenation of the Chinese nation.” In 
Statistical terms, this means doubling 
the 1980 GNP, doubling again by the 
end of the century, and then boosting 
output to the per capita GNP level of 
middle-ranked developed countries by 
the middle of the 21st century. 

In the area of political reform, the 
congress called for the separation of 

rty and government functions, de- 
egating power to lower levels, and the 
setting up of a civil-service system for 
recruiting able professionals through 
examinations instead of the current 
cadre system which rests heavily on per- 
sonal connection and loyalty to the 

arty. These should, in theory, help eco- 
nomic reforms but it will be years before 
there are concrete results. One im- 
mediate outcome, however, is the 
streamlining of the State Council as cer- 
tain party committees will be abolished 
or reduced, which should help to make 
the government more efficient. 

The congress’ reformist spirit, more 
than its ideological theory or adminis- 
trative reform proposals, will have the 
most immediate and direct effect on the 
country as the 1.900 congress delegates 
take home the message of “more re- 
form, not less” from the week-long 
event. Since the replacement of Huas 
party general secretary in January lead- 
ers at all levels have been watching anxi- 
ously for signs of which way the wind is 
blowing in Peking. As the congress 
ended. on an upbeat note, officials 
are now confronted with the difficult 
task of putting optimistic rhetoric into 
action in the fast-changing and complex 
real world. 
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TAY te just-completed 
ig party congress 

has broken important 
| new for 
j China’s battered eco- 
nomic reform pro- 


e by tackling 
imanan Eea the two 
es Gsen v ar tee epang ical 
age of dogmatic Marxism and the 
bersome bureaucracy. By provid- 
the reforms with a sound foundation 
1 ideology, and at the same time re- 
noving the party from direct control 
r most aspects of Chinese economic 
ctivity, the way has been cleared 
sustained economic modernis- 


The much younger politburo ap- 
pointed at the end of the congress is also 
expected to om be: a more vigorous 
_and flexible leadership, less bound by 
ideology than the one it replaces. 
= These gains are a great boost to re- 
forms which have been bogged down 
in the face of mounting difficulties 
_ (REVIEW, 29 Oct.). But victories in po- 
licy formulation and personnel chan 
‘promising long-term = support for 
_ liberalisation are only half the battle for 
reformers trying to steer the economy 
_ towards a relatively stable and balanced 
grov path. Urgent problems with 
spiralling prices, excessive consumption 
and uncontrolled investment must be 
| tackled immediately. Debate over the 
best way to achieve much-needed in- 
ases in industrial productivity, either 
by issuing stock to workers, further 
| price reform or new taxation policies, 
has yet to be resolved. The congress did 
_ not address these issues in detail. 
= There is also a sense of uncertainty 
‘among officials over the shape future re- 
_ forms will take, with party General Sec- 
| retary Zhao Ziyang’s imminent depar- 
| ture as premier from the State Council 
which has spearheaded reforms. Al- 
though the main principles of reform 
_ have been established, a new premier 
with a persocaliiy and convictions dif- 
f nt from those of Zhao will result in 
| significant variations in specific policies, 


L] 
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cannot wait,” said an official at an in- 
fluential think tank. 

Zhao’s shadow will hang for a long 
time over his successor, now widely as- 
sumed to be Soviet-trained Vice-Pre- 
mier Li Peng. Zhao’s experience in eco- 
nomic work and the large following he 
has in the State Council mean he will 
continue to have an important say in 
economic affairs in a way former gen- 
eral secretary Hu Yaobang never had. 

Important changes in economic per- 
sonnel were made months before the 
congress. Yao Yilin, once a deputy, of 
leading conservative economist Chen 
Yun, was recently appointed chief of 
the State Planning Commission, the 
government organ responsible for over- 
all economic projects. Li Tieying, the 
former electronics minister, replaced 
Zhao in March as the head of the State 
Commission for Economic Restructur- 
ing, the influential think tank -from 
which many reform ideas originate. 
He was elected to the politburo during 
the congress. 

With Li Peng, an engineer by train- 
ing, as premier, the State Council will 
be dominated by technocrats with a 
strong background in a planned econ- 
omy. Both Li and Yao are on the power- 
ful five-member politburo standing 
committee. This rsonnel line-up 
suggests a more solid and professional 
approach to economic management, 
but perhaps greater reluctance at the 
highest level to let F of the planning 
sector as quickly as Zhao has done in his 
years as premier. Speaking to visiting 


Zhao rewrites the rules for long-term economic reform 


Peking’s primary goal 


Gatt representatives on 29 October, 
Zhao envisioned that the sector under 
direct state control would account for 
only 30% of the economy within two to 
three years. Others may not be quite as 
sanguine about the state relinquishing 
its direct voice in industry. 

In his two-and-a-half-hour report to 
the congress, Zhao went into great de- 
tail about the new ideology of the “pri- 
mary stage of socialism” and political 
reform but supieiay tou lit- 
tle on economic specifics. The report ir 
pe rather than economic-orientec 

use the congress is a party rather 
than a government event. Dwelling at 
length on general economic principles 
but not on specific policies, Zhao was 
also making a symbolic gesture: that the 
party is eo eigen for drafting princi- 
es and policies, while the government 
is in charge of actual implementation. 
The separation of party and govern- 
ment duties is one major component of 
political reform outlined at the con- 
gress. 


S? there is disappointment among 
those who have waited anxiously for 
the con for strong signals of the 
next major stage of economic reform. 
Broad and va principles such as 
“promoting science and technology” 
were featured prominently in Zhao’s re- 
port, while the more important and con- 
troversial policy of price reform was 
mentioned only briefly. 

In contrast, the party’s “Decision on 
Reform of the Economic Structure” 





Reforms in the pipeline 


A six-point ref proposal 

> ‘orm on 
fi trade to be implemented next 
year. covers reduced export duties, 
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like a million dollars. 
Standard Chartered. One of Britain's largest independent > 
international banks. A world leader in international money 
management and currency dealings, with multi-currency deposits 
in excess of £28 billion. And with representation in moré than 
60 countries. In fact’all the credentials you’re looking for if 

ou're' planning to invest in the offshore money market. Choose 
dential ten Standard Chartered funds. All i the security of a 
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interest rates available to the company on the interbank markets, 
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And yet the minimum deposit is only £1,000. _ 


Currency Funds ; 
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portfolio of currencies. There's choice of 8 — Sterling, US$, Can$, 
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initial charges: Switching currencies when you think the momen 
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Managed Fun | 


You can put the vast experience and expertise of Standard: 
Chartered Managers to work on your account by investing in th 
Managed Funds. The aim is to maximise growth by balancing ` 
interest rates with rates of exchange and with the help of 20 
dealing rooms around the world, providing up to the minute 

> market information round the clock, Standard Chartered is 
particularly well placed to meet that aim. Management charges 
and fees are low. and you cam tealise your holdings with just two 
days notice and choose the Dollar or Sterling fund depending on 
how: you measure your wealth, 


Investors will appreciate that the price of the shares as well asthe 
income from them may go down as wellasup. i ù 

To find out mote, just call Allan Wong on 5-243037/5-8444283 or 
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Prospectus. To: Mr Allan Wong, Standard Chartered Bank (CJ) 
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pen eee-50). 

fo all Muslims Saudi Arabia is the 
F heartland of Islam, but very little is 
about it. It is a closed society 
which does not even allow journalists to 
be stationed there. Thus, at the heart of 
‘the intense media coverage of the es- 
calating crisis in the Gulf is a yawning 


_ Sandra Mackey, an American jour- 
nalist who lived in Saudi Arabia with 

r: doctor husband from 1978-80 and 
again from 1982-84, filed reports se- 
cretly under a variety of pseudonyms for 
American newspapers. She has now 
yritten a timely book, which by her own 
dmission will ensure that her husband 
will never get another job in Saudi 


Saudi Arabia comes under in- 
asing pressure from Iran, Mackey’s 
sigton of the country’s ability to 
itself is revealing. It is the only 
ntry in the world with two separate 
armed forces, the regular army and the 
National Guard. The highly secretive 
royal family, the House of Saud, has 
_deemed it necessary to divide the mili- 
tary, not only to protect the country 
from its enemies but also from itself. 
_ According to Mackey, military pre- 
paredness is Psa ag by inefficiency 
and lack of discipline among the bed- 
recruits. Americans created, 


pote 
ouin 


FICTION 


Among the believers 


The Saudis: Inside the Desert Kingdom by Sandra Mackey. Harrap. £12.95 


trained and built up both armed forces 
at enormous cost, which never bothered 
the Saudis as long as the oil boom 
lasted. As the Saudis have refuse to be 
trained as mechanics, in order to main- 
tain their multi-billion dollar arms pur- 
chases they have had to hire US corpo- 
rations and foreign mercenaries. 

King Khalid Military City, a new 
military base in the desert, 560 km 
from Riyadh, costs US$5 billion and has 
the capacity for more than the number 
of soldiers in the Saudi army. As no- 
body expects the Saudis to fight a war, 
the base was built to contain allies and 
hired mercenaries in time of trouble. 

Mackey also offers 
both insight and anec- 
dotes on daily life in 
Saudi Arabia: the plight 
of women who are 
totally segregated from 
men; the conflict be- 
tween ee moder- 
nisation; changin 
lifestyles of the a 
ouin; the censored 
press; the claus- 
E ae family system 
and, of course, the 
5,000 members of the 
royal family. 

Her most interesting |King 





Fiction worse than fact 
























T sy fictional work is the fiat volume 
i a trilogy revolving around opium 
rafficking in China. Tf takes lace in 
Shanghai between 1907 and 1927, with 
an epilogue set in 1950. The author, 
argaret Gaan, is a Eurasian from 
Shanghai who now lives in Thailand. 

_ Blue Mountain offers a,straightfor- 
ward and uncomplicated plot, with the 
good guys and bad guys, innocence and 
wickedness, honour and deceit all 
clearly delineated. And, of course, de- 
spi ha pey of rot pe pemr 
ters, there is the expected happy ending 
_ Didi and Fish, scions of the Eurasian 
Wei family which had made a fortune 
importing opium, are the protago- 
in this volume. mar- 
ge, they have become further in- 
rtwined with their European descen- 


z But whereas Didi seeks to continue 


Mountain by Margaret Gaan. John Murray, London. £11.95. 


the work begun 


his father to eradi- 
cate opium in Chi j 


ish joins the 


underworld and rofits from the illicit 


opium trade. Didi joins the communist 
movement and dies a martyr. Fish is 
killed by his underworld mentors, and it 
is his son (by his English páa erage 
with ri ble values by Didi, who 
leads the reader into the 1950s. 

A novelist weaves real characters 
and events into the fictional framework 
in order to make the story appear au- 
thentic. It is understandable that the au- 
thor of a fictional work must sacrifice 
historical accuracy here and there in 
order é ne interest and scape, 
ment. employing this technique, 
however, the pet must be in full 
command of what he is doing. Making 
factual errors due to ignorance is hard to 


or. 
aan seems to have assumed that it 
does not really matter to the reading 








rceptions deal with the changes that 
ivo aken place before, during and 
after the oil boom. The Saudis are now 
stra for cash and this has severel 
limited their foreign-policy goals as well 
as creating acute internal problems. 

Mackey’s conclusion is that the 
House of Saud is on the verge of inter- 
nal collapse, as it can no longer cope 
with dramatic internal changes such as a 
newly rich but powerless middle class. 
Also the country faces external pres- 
sures from a militant radical Islam 
emanating from Iran. 

However, Mackey does not dwell on 
the essential feature of Saudi Arabia — 
that it is still a tribal society. The stabil- 
ity of the royal family has been built on 
retaining intricate, and centuries-old, 
tribal ties through marriage and the pa- 
tronage available through money. 
Despite the stresses, the tribal sys- 
tem continues to hold Saudi society 
together. She also m By real 
critique icy to- 
wate Saudi fobik, 
which must claim heavy 
responsibility for the 
country’s present predi- 
“| cament, 

_ The book is harsh on 
the Saudis but not un- 
sympathetic. She clearly 
loves the country even 
though she is critical of 
the political system. It is 
a timely book, pub- 
lished wie more and 
more people are tryin 

to understand Sau 

Arabia. — Ahmed Rashid 


public how the Chinese armed forces 
were organised, and nor would it 
mind that the author has chosen to have 
the British ambassador based in Shang- 
hai. It also does not seem to matter to 
Gaan that Du Yuesheng, Big Ear Doo, 
whom she had credited with untold 

wers Over opium and crime in Shang- 

ai in 1907, was a teenager at the time. 

The rituals for initiation into the 
Chinese secret societies are general 
knowledge, since records of actual cere- 
monies in the British Library collection 
have been inted and are widel 
available. these accounts are saath 
more colourful than those concocted by 
Gaan in Blue Mountain. 

This reader, for one, feels cheated 
because Gaan had not done her home- 
work thoroughly. But if you enjoy es- 

ist writing with no regard to histori- 
cal accuracy, this novel may be your cup 
of beer a prose - ae peak aan has 
provi e reader wi i into 
an Eurasian family in Shanghai. If, on 
the other hand, you are hoping to be ini- 
tiated into the mysteries of modern 
China, try something with a little more 
substance. > — Wei Peh T'i 


| Fairbank and Zhou Enlai; Red Guards during the 
CHINA 


Keeping double standards 


China Watch by John King Fairbank. Harvard University Press. US$20. 





he theme of China Watch, the latest 

book by Harvard historian John 
King Fairbank, is that the “new Ameri- 
can religion of human rights” is inappro- 
priate for China’s group-oriented society. 

It is a repugnant theme that would be 
widely denounced if Fairbank was talk- 
ing about countries such as South Africa 
or South Korea and telling the world to 
stop criticising human-rights abuses in 
these countries. 

But the 80-year-old Fairbank, dean 
of American China Watchers, is amon 
the Sinologists who held such hig 
hopes for the communist revolution 
that they refuse to admit that the post- 
1949 government is as corrupt and inef- 
ficient as Chiang Kai-shek’s Nationalist 
regime and that its policies have caused 
enormous suffering. 

China Watch is a series of articles 
that Fairbank wrote during the past 15 
years, reviewing books on China. But, 
he has seldom taken the opportunity to 
add notes that revise his views, based on 
information made available on such 
events as the Cultural Revolution. 

Fairbank blames most of the excess- 
es of the past 38 years on historical 
trends rather than communist policies. 
Incredibly, in the chapter based on his 
1977 review of Roxane Witke’s book 
Comrade Chiang Ch'ing, Fairbank 
writes that, “Evaluation of Chiang 
Ch’ing’s role in history will depend on 
one’s view of the Cultural Revolution, 
which had a bad press outside China.” 

He explains the Cultural Revolution 
by noting the peasants’ historical dis- 
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Cultural Revolution: softening the criticism. 


trust of the educated elite. Would Fair- 
bank blame the Holocaust on Ger- 
many’s tradition of anti-Semitism rather 
than on Adolf Hitler’s policies? 

Fairbank correctly states that Ame- 
ricans have often been reluctant to criti- 
cise non-communist dictatorships. But 
he dismisses as “fatally flawed” the ar- 
gument that it is easier to learn of 
human-rights abuses in a more open so- 
oo in a closed one. 

oes Fairbank realise that, during 
the Marcos era, foreign correspondents 
wandered freely throughout the Philip- 
pines, interviewing government oppo- 
nents and getting a first-hand look at ab- 
ject poverty? Reporters who try to do 
that in China run the risk of being ex- 
pelled as spies. 

Fairbank repeatedly states that 
human rights is an American concept 
that is inappropriate for China’s group- 
oriented society. He writes: “. . . indi- 
vidualism is still a dirty word in the peo- 
ple’s republic.” 

The author ignores the fact that the 
Chinese themselves are trying to pro- 
mote the rule of law and to reduce 
human-rights abuses prisoners. 

How would Fairbank explain Japan, 
a group-oriented society that does not 
feel the need to send people to labour 
camps for “re-education,” as China 
does? 

Fairbank is quick to give the “new 
China” the benefit of the doubt. In one 
chapter he wrote that travellers in China 
are struck by “. . . the party cadres’ sense 
of duty to ‘serve the people’ as a special 
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calling.” Such statements ignore evidence 
that China’s cadres have earned the 
reputation of serving only themselves. 

In an article on Ken Ling’s book Re- 
venge of Heaven, an account of the life 
of a Red Guard, Fairbank criticises the 
author’s description of violence and tor- 
ture. He writes: “We have little reason 
to doubt that China’s turmoil saw this 
kind of personal savagery, but when the 
Maoist rationale is strained out, it be- 
comes mere violence for its own sake or, 
as the Soviets say, ‘hooliganism,’ in- 
stead of violence in the name of virtue, 
which others report as typical of the 
Cultural Revolution.” 

In the chapter dealing with foreign 
journalists’ books that were critical of 
China, such as Fox Butterfield’s Alive in 
the Bitter Sea, Fairbank admits that 
abuses have taken place in China. 

Fairbank tells how Overseas Chinese 
who went back to help China were 
persecuted as spies, and how the com- 
munist party has “brought modernised 
indoctrination, surveillance and intimi- 
dation into every urban family.” 

But then he tempers this by compar- 
ing it to the way the computer has in- 
vaded Americans’ privacy. He writes 
that even educated Chinese attracted to 
the human-rights concept “have to put 
the collective interest ahead of indi- 
vidual rights. As in this country [the US] 
we try to defend ourselves against the 
computer, we can feel we have some- 
thing in common with the Chinese.” 

hina Watch is a sad commentary on 
the fact that China is not subjected to 
the same standard of human rights as 
other countries and, when evidence of 
China human-rights abuses becomes 
overwhelming, an expert like Fairbank 
softens the criticism by explaining the 
atrocities in historical terms. 


Mike Revzin 
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“Best Airline Worldwide”. 
This trophy, sponsored by 
Business Traveller Magazine, 
London, and based on a 
comprehensive worldwide 
readership poll in 1987, has 
been awarded to Swissair for 
the sixth consecutive time. 


The Prize. 


The Prizewinners: 


Our employees in reservations and air travel offices, at the check-in counter and in pas- 
senger service, aircraft handling and catering; in the training and product planning depart- 
ments, aircraft maintenance and cabin cleaning. Not to mention our air hostesses and 
stewards, pilots and flight engineers, as well as all the people working behind the scenes 
to make our guests feel comfortable in every way. We thank all of them for their award- 


winning teamwork. swissair +4 











Their grandest hotel is now in Korea. 
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gence.” But most attribute it to the 
shafu, or company atmosphere, which 
embodies the complex system of unwrit- 
ten rules in the Japanese workplace. 
Even if hours are officially fixed at 9 
a.m. to 5 p.m., for instance, the code es- 


tablishes what time people actually ar- | 


rive and go home. 

Young people may not be eager to 
live by the company code, but some la- 
ment that they have yet to find a way 
around it. “If you leave at 5 p.m., you're 
treated like an outsider,” says 27-year- 
old Shigeru Osada. “In a small 
homogeneous culture like Japan, 
ga are you can’t survive on the out- 
side.” 

On the other hand, a few innovative 
corporations are actively encouraging 
so-called shinjinrui behaviour. They are 
loosening dress-codes, lightening work- 
loads and condoning shorter work days. 


If utilised properly, the thinking goes, | 


shinjinrui may be what Japanese indus- 
try needs to strengthen its creative pow- 


ers. “Companies like Honda are send- | 


ing their young workers abroad and say- 
ing, ‘Spend money, go yachting, live it 
up’,” notes Matsuda. “The idea be- 
ing that when they come back, they'll 
be able to design cars that will 
sell.” 


i 
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any 
out to sweep fallen leaves as they hit the pavement, offer a 


quick reminder that it is Tokyo. 
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But most young people are still turn- 
ing away from the company and could 
even be redirecting their loyalty at fash- 
ion magazines. The more than 30 “life- 
style documents” directed at men and 
women in their 20s are extraordinarily 
influential: instructing one on how to 
behave, where to go and what to wear. 
“There’s actual pressure to read the 
magazines in order to fit in,” says Sadao 
Koi, editor-in-chief of JJ monthly 
magazine. 


T most popular magazines — an an, 
non no and JJ for women, and Men’s 
Club and Popeye for men — reflect dis- 
tinct personality types and engender a 
strong sense of belonging, according to 
Hayashi. “If a JJ girl were to chance 
upon a group of an an girls they would 
have nothing to say. In fact, it would be 
very uncomfortable for them.” 

Some observers are altogether scep- 
tical, however, about the endless divi- 
sions and distinctions that apply to shin- 
jinrui. They see their values as a youth- 
ful fad, and find them, at the core, not 
terribly different from their parents. 
Shinjinrui don’t represent a fundamen- 
tal change in the philosophy of the so- 
ciety,” says Kazuko Kobayashi, editor- 


| in-chief of Dansen-Ex, a _ fashion 


Boulevard of initiation 


screening their 
on crossed legs 
nto the clothes 


magazine. “It’s just the fashion to want 
to be different.” 

That may be why Watanabe, frivol- 
ous with her playtime and money, does 
not plan to fool around when it comes to 
selecting a husband. His personality 
will rank as her fourth priority — after 
his university, company and salary. 

Or why Takano intends to step down 
from her Prince fan club post before she 
gets married next year and why she wor- 
ries about raising children in Japan. 
“My generation needs more self-discip- 
line,” she says. “We need to take more 
responsibility.” 

Or why Watanabe, who recently re- 
turned from an enlightening visit to 
New York, reflects: “When Japan 
becomes as free as that, it will probably 
mean the decay of the society.” 
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of the larger public. Those 
suffused with Pakistani 
nationalism rarely feel let 
down by Imran Khan. Forthe 
man in the street he remains 
an enigma but an approach- 
able human being. 

Those who know him well 
would not credit these factors 
to a highly intelligent, care- 
fully planned media cam- 
paign by Imran Khan. In 

act, he is regarded as just a 
little dim and even his 
friends find it difficult to talk 
to him about anything but 
cricket. His finely tuned ap- 
peal to everyone is related 
to his cricketing skills. He 
is a natural all-rounder, a 
polished batsman and one of 
the finest fast bowlers in the 
world. International cricket 
^as enabled him to absorb 
he best of the East and the West and re- 
leased all his potential physical abilities. 
This same all-roundness has become 
part of his personality. 

As captain of the Pakistan team he 
has- faced immense problems. Com- 
pared to the Pakistan team a generation 
ago, when test cricketers were sons of 
the military and feudal elite, and 
camaraderie was much easier, the team 
is now decidedly middle class. The 
teams diversity reflects that of the coun- 
try, with potential mullahs, poorly edu- 
cated urbanites, rural egy and 
players who cannot speak English. 


ously low salaries, Japanese in their 20s 
are said to have the most expendable in- 
come in the country — which has earned 
them yet another nickname, the single 
aristocracy. Most live with their parents 
until they marry, thereby cutting ex- 
penses considerably. That is how 
Mikako Watanabe, a 25-year-old in- 
vestment counsellor who spends close 
to ¥1 million (US$7,272) a 
year on travel, has managed to 
save ¥2 million in her three 

ears at Daiwa Securities. 

nlike their yuppie contem- 
poraries elsewhere who fear 
their world might crumble 
along with the stockmarkets, 
shinjinrui do not seem 
panicked. Most young peo- 
ple in Japan do not invest in 
the stockmarket and are 
insulated from economic 
swings. Few fear an impend- 
ing recession. 

Keenly aware of the Ja- 
panese saying, “A salaryman 
minus his business card 
equals nothing,” shinjinrui 
are intent on avoiding the 
same destiny. “Their parents 
were interested in having,” 
says Yoshiyuki Matsuda, a 
Tsukuba University profes- 
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Imran Khan’s pedigree is closer to the 
earlier generation, but he has never 
handled the players with arrogance and 
they are intensely loyal to him. 

Cricket in Pakistan is a notoriously 
political game, with open fights be- 
tween the selectors and managers filling 
the pages of the local press every day. 
Every functionary in a key cricket posi- 
tion has a protégé whom he wants in- 
cluded in the team. Cricket has also not 
been helped by the frequent periods of 
martial law imposed on Pakistan and 
the preponderance of ex—army generals 
who have held top positions in the coun- 


sor who specialises in Japanese leisure 
activities. “They are interested in 
being.” 

Shinjinrui place more emphasis on 
leisure activities. More of them, espe- 
cially the women, are travelling. And 
virtually everybody under 30 plays at 
least one sport. But like young peo- 
ple anywhere, their enthusiasm is 
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generation: threat to national harmony. a 


try’s cricket hierarchy. It has 
been to Imran Khan’s credit 
that he has managed to sur- 
vive as captain for so long. 

What he inspires in the 
team and his adoring public 
is loyalty. Unlike other 
superstars, even his numer- 
ous ex-girlfriends have re- 
mained loyal and not one has 
sold her story to the gutter 
press for a vast sum of 
money. There is little doubt 
that his most loyal fans are 
females, from the schoolgirls 
who crowd the stadium, to 
langorous beauties and even 
old maids. 

In such a conservative so- 
ciety this is an anomaly, and 
certainly the first time that 
such open female adoration 
of a male star has been toler- 
ated by conservative fathers 
and husbands. It has been tolerated be- 
cause, though Imran Khan is certainly 
not averse to female admiration, he has 
never, publicly at least, abused the trust 
that conservative Pakistani men place in 
him. 

In a troubled and divided Pakistan, 
cricket and in particular Imran Khan 
have become an important unifying fac- 
tor and.this message is not lost on the re- 
pime, which continues to try and woo 

im into politics. But his only ambition 
at proe is to win the World Cup for 
Pakistan, which would be a fitting end 
toa remarkable career. o 


nourished by their youth. “If I don’t do 
them now,” says Watanabe, “there are 
a lot of things I'll never do.” 

Even assuming different outlooks, 
shinjinrui and their parents possess the 
same social instincts. “Young people 
still need to identify with the group,” 
notes Hakuhodo’s Hayashi. “What’s 
different is that they don’t automatically 
choose the company any- 
more.” 

Indeed, in one recent 
study 84% gave money as 
their reason for working — a 
far cry from their fathers’ de- 
votion to the company. But 
there is no evidence that 
shinjinrui ate slowing down 
the national production line. 
“It’s not a question of whe- 
ther they are working hard 
or long hours,” says Takao 
Uwatoko of Nikko Securi- 
ties’ training division, “it’s a 
Pesin of whether they are 

oing so willingly.” Young 
people, too, seem to equate 
not wanting to work with not 
working. 

What forces are keeping a 
reluctant generation toiling 
late into the night? Some 
shrug it off as “Japanese dili- 
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aw idely populi cricketer in the histo 
of the game. The Western media, from 
ritish tabloids to Vogue magazine, 
have latched onto him as though cric- 
` keters never existed before. He is in the 
= gossip columns; on fashion pages, in 
|} colour ads and, ‘of course, in the sports 
ages. Now, at the age of 34 and at the 
Sut of his career he has announced 
his retirement from test match cricket 









his ruling P Pakis- 
‘Muslim League. His ministers be- 

e that they could trounce the popu- 
enazir Bhutto at the next elections 

iey could have him on their team. 

A. conservative bureaucrat in- Is- 
bad never allows his daughter to 
p any poster pin-ups of male pop 

‘heroes in her bedroom — 
ption. A peasant in rural 

À dorned his tractor with pic- 
es of the man: At dinner parties in 

ondon or Lahore beautiful women of 

l ages try to et introduced to just one 

est ; 


being played in India and Pakistan, is over. 
The details of. Imran Khan’s life are 


try, public school education, his famous 
father and cricketing cousins, his family 
pedigree. are repeated ad nauseam in 
| the media. It is his mass popularity in di- 
verse Pakistan that remains an enigma. 
An extremely handsome man, his 
glamorous lifestyle has never angered 
the: mullahsin Pakistan. His lack of 
commitment to any réal issue has never 
“turned off intellectuals or the Left. The 
villager or industrial worker has never 
been put off by his obvious high-class 
family background. In fact, the essence 
of his popularity is that he is a hero for 





‘man — considered the Robert 
ford of the cricketing world — is 
istani team captain and cricket all- 
nder Imran Khan. 

There arguably has never been such 


‘ok yo’s new ‘human’ 
has a mild face 


arol Lutfy in Tokyo 
he parched terrain weaves past | tamest generation of young people in 
mammoth space creatures, twists’| the world. With virtually no drug prob- 
ough a sand-encrusted cave over a | lem and a 6% high school drop-out rate, 
der bridge, beyond a sentry in white |. they seem a cause for celebration rather 
net stockings and sweeps. down into | than concern. 
leek silver space shuttle. There, | 
rolled by men in heavy black denim 
ets, are the so-called aliens. Clad in 

ose linen. suits and snug mini-skirts, 
iey are rocking with measured move- 
ents to the music — rarely smiling, 
er touching. 
This is Tuhria, Tokyo’s “hot” US$10 
ilion disco. And these are shinjinrui, 
erally Japan’s new human race — a { 
ed of young people thought to be so 
utlandish that since their discovery 
r years ago they have stirred upa 
troversy which threatens to upset 
ational harmony. 
_ Beneath these sleek young people |. | 
ith refined tastes and a penchant for 
ending, however, lies conceivably the 









«deviation: from traditional Japanese 
values,” says Hikaru Hayashi, research 
director at the Hakuhodo Institute for 
Life and Living. “But because Japan 
is a homogeneous society, even small 
changes somehow loom large.” 














at least 31 books have explored their im- 
‘pact on Japanese society. Some proffer 
suggestions on communing with the new 
breed. Others advise on utilising them 
creatively at the office. Still others set 

































borehng task. B using the 1964 Tokyo 


| carefully... 




































-once the cricket World Cup, currently ; 


already well known: his Pathan ances-. 





- sential desi, or native son, intensely loyal 


children’s diets, while others examine 





-| one when you see one,” says Michiko 
“Shinjinrui represent only a mild 









in stylish streetwear. Then again, young 
“people, only 6% of whom consider 
-| themselves shinjinrui,.tend to question 
Perhaps that explains why since 1983 
| Kisami Takano, a freelance-writer and 
president of a fan club for the pop star 
Prince says: “Shinjinrui i is aterm made 
up by my parents’ generation to explain 








peri ; shi 


-have more of it Despite | 







all e in all seas 
played. his popularity. card ea 


He has quite a repu ati 
women, counting Princess 
model ‘Jerry Hall and 
heiress among of his admirers. 
fairs with busty Indian movi 
British aristocrats are already th 
of legend. Yet, whenever he 
viewed he insists that he wants 
ranged marriage. i 

arents will settle. N ni 

elieves him but it is exactly what the 
people want to hear and it prevents the 
fundamentalist religious lobby from 
criticising him. ` 














ttempts by gushing: interviewers to 
draw him out on politics or current 
issues are a non-starter. Thisis frustrating 
for the those who are curious, especially 
in Pakistan where everybody has strong. 
political views and many Pakistani cric- 
keters have gone into politics. How- 
ever, Imran Khan: seems to have no opin- 
ions.on anything outside cricket and his 
political neutrality prevents him being 
labelled so he antagonises nobody. 
Despite his Western education, and 
obvious sophistication, he is still an:es- 














to his home city of Lahore. Desi can 
only be defined as combining all the 


. traditional traits of the: Subcontinent, 


This common touch retains the loyalty 








Olympics (widely seen arking 
Japan's arrival as an affluent nation) as 
the central reference: point, there is con- 
sensus that no one over 30. qualifies. 
Beyond that, some. studies analyse 


games they played..Of course, income 
bracket, education level: and marital 
status are often factored in, but no crisp 
composite emerges. Although urban, 
upper middle class people consistently 
display key characteristics, researchers 
warn that they are by no means the def- 
initive shinjinrui. “Basically, you-know 


Ozu, a researcher at Hakuhodo. 


pers also frown upon the popular 
conception of shinjinrui as hipsters 


the experts’ theories: As: 25-year-old 


ine they don’tunderstand about 


ike any generation raised in pros- 
jinrui are-more carefree than 
arents about money. And they 
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vithout proper autopsies being per- 
ormed. Critics point out another weak- 
ness in the programme: no proper sur- 
veys of the ae th standard of the local 
population, or of the flora and fauna of 
the affected areas, had been made prior 
to the programme. While some poppy 
farmers claim that it is possible to bribe 
the Burmese Air Force to spray else- 
where, poorer farmers cannot afford 
to do so. 

In Burma there are no parallel pro- 
grammes to the UN-supported crop 
substitution schemes in neighbouring 
Thailand. The only programmes in 
Burma are called “preventive crop sub- 
stitution” and are, in any case, located 
in areas where poppies never have been 
grown. 

As a direct result of the spraying 
campaign, thousands of hilltribe farm- 
ers from Shan state have fled across the 
Thai border as illegal migrants. 

This Burmese strategy has been criti- 
cised in recent statements by the Lon- 
don-based Anti-Slavery Society and the 
World Council of Indigenous Peoples, 
both of which have non-government or- 
ganisation status at the UN. 

Sources in the northern Thai city of 
Chiang Mai hint at a linkage between 
the recent expulsion of hilltribes from 
Thai territory to Burma and the fear 
that this year’s poppy season will see 
another spraying campaign with a sub- 
sequent surge of refugees into Thailand. 

“Thailand’s northern hills are al- 
ready overpopulated, which is causing 
serious concern about damage to the 
country’s fragile watersheds,” an analyst 
said. “By expelling several hilltribe 
villages, the Thai authorities are ob- 
liquely conveying a message to their 
Burmese neighbours and possibly also 
to the US: if you are going to spray the 
poppy fields in Burma without offering 
the farmers any alternative they'll flee, 
and Thailand has enough refugee prob- 
lems on its hands already to be able to 
cope with yet another incursion of pov- 
erty-stricken hilltribes.” oO 
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The more you travel, the more you will 
appreciate The Pavilion Inter-Continental. 

A very individual, luxurious hotel where 
service is quietly dedicated to standards which 
never compromise. 

Where it should come as no surprise to 
find Singapore's most elegant restaurants such 
as Maxim’s de Paris. 

Isn't it time you came to stay? 

At Number One Cuscaden Road, 
Singapore 1024. Tel: 733 8888. 

For reservations just call: Bangkok 251-5764 
Hong Kong 5-229 879 Jakarta 370 108 
Manila 81-59-711 Sydney 232 1933 Tokyo 503-4111. 

Or any International Airline, Travel Agent 
or Inter-Continental Hotel. 
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The deadly deluge 


Opium-eradication programme linked to Burmese deaths 


By Bertil Lintner in Chiang Mai 


US-sponsored Burmese Govern- 
ment programme to eradicate 
poppy fields in its sector of the Golden 
rangle by aerial spraying has come 
under heavy criticism from environ- 
mentalists, UN personnel involved in 
substituting the opium poppy with other 
crops, Thai authorities — who have had 
to cope with a massive influx of hilltribe 
refugees as a result of the crop destruc- 
tion — and human-rights organisations. 
The eradication began during the 
1985-86 poppy season when the her- 
bicide 2,4-D first was sprayed from US- 
supplied single-engine Thrust aircraft. 
The idea behind the programme was 
that the Burmese authorities would in 
this way be able to reach inaccessible 
and remote areas which are under.the 
control of insurgent groups. 

The original aim of the programme 
seems to have been Gistortea: by the fact 
that Rangoon has been unwilling to risk 
flying these aircraft as far as the main 
opium-growing area east of the Salween 
river, near the Sino-Burmese border, 
which is controlled by the rebel Com- 
munist Party of Burma, a group well 
pguipped with anti-aircraft guns of 
Chinese origin. 

The spraying instead has been con- 
centrated in areas not far from major 
Burmese garrison towns, where infan- 
try forces move in first, forcibly 
evacuate the civilian population on 
security grounds and establish posts on 
Strategic hilltops before the arrival of 
the aircraft. 

The authorities seem, therefore, to 
be carrying out chemically what they 
could do on the ground, with a herbicide 
whose reported side-effects are a sub- 


tie 54 





ject of heated controversy in many 
countries, according to environmen- 
talists in the US. 

So far, three areas have been af- 
fected by the 2,4-D spraying: the hills 
south of Kengtung in eastern Shan 
state, the Tang-yan area further to the 
north and the mountains east of Kutkai 
in the northernmost part of the Golden 
Triangle poppy belt, which incorporates 
the border hill country of Thailand and 
Laos, as well as Burma. 

This correspondent recently trekked 
through the Kutkai area — which was 
sprayed from the air in December 1985- 
January 1986 — and observed in March 
this year a similar campaign northeast of 
Tang-yan from a place just across the 
Salween river. 

Nearly all the local people inter- 
viewed linked the spraying of herbicide 
to sickness and death in their villages. 
The opium farmers grow vegetables be- 
tween the poppies in the fields and 
many, lacking education on the dan- 
gers, have eaten the vegetable crops 
after they were sprayed. 

In the village of Ta Shwe Zin, east of 
Kutkai, aircraft reportedly sprayed the 
poppy fields on 3 January 1986. On the 
following day, a 60-year-old woman 
identified as Hkawn Yi, went to the 
family field together with her four-year- 
old granddaughter, villagers said. 

Seeing the withered poppies, the 
realisation struck her that this year’s 
cash crop harvest had been lost. None- 
theless, she gathered vegetables from 
the field, took them home and cooked a 
meal. 

This elderly woman died six days 
later, while the little girl suffered from 





for a 


nausea, dizziness and vomittin 

few days, though she subsequently reco 

vered, according to fellow villagers. 
About 10 similar fatal cases in the 


same area were reported to the 
REVIEW. All the victims were elderly 
women, since tending the poppy fields is 
traditionally women’s work. While the 
old people died, the younger and heal- 
thier girls usually recovered after a few 
days’ sickness, the villagers said. 

The villagers also attributed to the 
spraying the death of many deer and 
other wild animals, whose bodies were 
found near waterholes. 

When questioned on the incidents, a 
narcotics official at the US Embassy in 
Bangkok said he doubted that the 
spraying caused the deaths and asserted 
that 2,4-D was a herbicide in common 
use in the US and elsewhere. 

The official suggested that the deaths 
could only be indirectly related to the 
spraying. They could be partly a result 
of acute depression caused by the reali- 
sation that the family’s cash income for 
the coming year had been lost, he said. 

Hilltribe farmers in northeastern 
Burma grow opium as a cash crop with 
which to buy rice from the plains since 
they live on an altitude where even dry 
paddy farming is not practicable. 


A medical expert with long experience 
of working among the hilltribes in 
northern Thailand disagreed with the 
US official: “It may be correct that 2,4- 
D is commonly used in the US,” he told 
the REVIEW. “But American farmers 
are well educated and know how to use 
preventive measures when working 
with herbicides. Above all, they spray 
to kill weeds which nobody eats. And 
even if they did, they would probably 
survive. There is a big difference 
between a healthy American farmer 
and an undernourished, half-starving 
woman in a small Golden Triangle vil- 
lage.” 

There is no way of establishing the 
precise causes of these reported deaths 
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counter-insurgency programmes, its re- 
sponsibility for the 28 October murders 
cannot be assumed. The NPA illicitly 
taxes off-base bars and other business- 
es, where takings have now dried up. 
The communists would also have to 
think long and hard about alienatin 

opinion in a town so dependent on off- 
base spending. 


ae NPA’s partisan unit in Manila, 
the Alex Boncayao Brigade, denied 
responsibility for the US servicemen’s 
deaths in a 30 October statement that 
admitted the recent killings of police 
and alleged police informers for specific 
alleged abuses. “[We have] nothing to 
do with the killing of US servicemen at 
Clark Air Base, contrary to published 
news items,” the statement said. The 
statement stressed that its operations 
remained confined to the Manila area. 

Although the NPA has experienced 
a breakdown in dis- 
cipline before — not- 
ably in Mindanao 
during the early 1980s 
— a freelance deci- 
sion to target US 
servicemen would 
expose an erring 
local unit to tough 
party discipline. 

On 1 November, 
the Philippine mili- 
tary entered the 
campus of a univer- 
sity in Manila and 
arrested scores of 
people on suspicion 
of supporting “spar- 
rows,” a local term 
for NPA assassina- 
tion teams, which 
many newspapers 
here assert were re- 
ye for the 

lark killings. But no 
matter where respon- 
sibility for the killings 





scribing both Rafael and another US military attache as 


“, H ” 


The US Embassy conceded nothing. It insisted Rafael’s 





lies, the long-standing psychological iso- 
lation of US personnel from Filipino po- 
litics may never be completely regained. 
The decisive violation of the infor- 
mal rule against harming Americans has 
prompted fears that more off-base ser- 
vicemen might become targets. Many 
retired US servicemen, who have mar- 
ried Filipinas, also maintain households 
near the base. By 3 November, Clark’s 
headquarters had been receiving steady 
inquiries about sending dependants to 
the US, but sources also said no one had 
yet applied to do so. 
though the State Department has 


not altered its travel advisory — issued 


in May to all US citizens, warning them 
about the insurgency in various parts of 
the Philippines — another incident 
almost certainly would compel a 
tougher advisory against travel to 
the Philippines. The impact of such 
a warning on tourism would be severe 





that day to k 


ing on each other. 
structions issued by AFP chief of staff Gen. Fidel Ramos, 
who had ordered loyal forces to secure Villamor and had au- 


and fit all too well into the plans 
of factions seeking to destabilise 
Aquino, 

On 31 October, the US Embassy was 
worried enough to advise citizens to 
steer clear of Manila’s tourist spots. “As 
of 13:15 hours today,” said an unpubli- 
cised note issued the same day to US 
Peace Corps volunteers in the city, 
“there is a possibility that Americans 
are at risk in [the tourist area]. Ameri- 
cans should avoid all non-essential 
travel to that area [while] those livin 
there should maintain a low profile an 
take appropriate security precautions.” 
Meanwhile, telephoned threats to US 
organisations in Manila were increas- 
ing. 

Behind disma 
larger questions. 
ton will start a formal review of the 
bases agreement in three months. If off- 
base travel restrictions become quasi- 
permanent at Clark 
and Subic, these 
places’ desirability 
as “rest and recrea- 
tion” stops will de- 
cline correspond- 
ingly. While not the 
major rationale for 
the bases, a con- 
fined-to-barracks 
environment will 
certainly affect US 
military enthusiasm 
for the Philippines. 

In the back- 
ground lies another, 
eyen more incalcula- 
ble problem. US 
perceptions of the 
country — and of its 
government — inevi- 
tably will change if 
more Americans are 
murdered. And that, 
sadly, suits the pur- 
pose of various plot- 
tersall too well. gy 


at the killings lie 


the warring factions of the military from fir- 
This almost 


certainly conflicted with in- 


anila and Washing- |. 





reassignment was “no reflection on [his] performance” while 
serving in the ines. “On the contrary,” a 28 October 
statement continued, “[Rafael] had compiled a distin- 
guished record here . . . His actions have been legitimate and 
in the line of duty . . . The charges aired against him publicly 
are unfair and unwarranted.” 


Mies Armacost, US under secretary of state for politi- 


cal affairs, who visited the Philippines on 27-29 October, 
took the same line in public. When asked what Rafael had 


been doing at Villamor, Armacost, a former US ambassador 
to Manila, said: “He was doing his job.” 

Both reason and experi bolstered the US position. 
The other US attaches — the embassy has provision 
for six — stay in with the AFP. So do British and Aus- 
tralian military attaches posted here, as do defence attaches 

Asean embassies. 
Rafael may well have been at least guilty of 
zeal. AFP sources said Rafael strove mightily 


FAR EASTERN ECONOMIC REVIEW e 12 NOVEMBER 1987 


thorised the use of force to do so. 

No US ambassador would welcome the precedent set by 
the attache’s recall. The media here could not cite a previous 
example of such a recall from Manila. Partly in reaction also 
to the recent Clark Air Base shootings, Platt left on 30 Oc- 
tober for consultations in Washington. 

For his part, Armacost rejected claims that Rafael’s ac- 
tions showed Washington du ously “ both 
ee ee ” — that is, both the Aq government and the re- 

“There is only one [US Government policy towards the 


Philip ] and it is not i controversial, “Arma- | 
cost gr b unas aars. areire Areseappgee iiei 


the view of the State Department, the Defence Department, 
the agencies, the National Council staff — they are 
one in supporting the administration’s policy, which is a po- 
licy of supporting the government here,” he said. 





— James Clad | 








| PHILIPPINES 
| ‘Yanks’ under fire 


ia R ro Sr 


l Assassins kill three US servicemen outside Clark Air Base 
| By James Clad in Angeles City 


here was a time when the killing of 
nationally prominent politicians 


| from elite families was unthinkable in 


Philippine politics. And so too was the 
targeting for political reasons of Ameri- 
can servicemen stationed at the coun- 
try’s two big US military bases. 

But not any more. The first unspok- 
en rule succumbed to a spate of killin 
Starting in 1983 with the assassination of 
opposition leader Benigno Aquino and, 
on 28 October, the second rule was 


breached with the murder in this city of 


three US Air Force servicemen. 
` In the space of 30 min, gunmen shot 
dead two active-duty US service- 


men and a retired serviceman who lived 


near Clark Air Field. A Filipino was 
also killed when he attempted to help 
one of the victims. 

Two of the three Americans had the 
rank of sergeant. The other was an air- 
man, Ist class. All were visiting shops 
outside the base perimeter when they 
were surrounded and killed. Gunmen 
also fired at a US Air Force captain in 
his car, but he escaped injury. The vic- 
tims were apparently selected at ran- 
dom on the basis of their nationality and 
occupation. 

The 13th US Air Force commander 
at Clark, Maj.-Gen. Donald Snyder, 
promptly restricted movement out of 
the base indefinitely. Snyder also urged 
personnel living off-base to use major 
roads and make only necessary journeys 
out of their homes. There are 9,600 US 

eo at Clark, but another 16,400 

S citizens qualify as dependents or 
civilian employees at Clark. Two-thirds 
of them live off-base. 








The effect on this city, which is heav- 
7A dependent on off-base spending by 

S personnel, was immediate. Stores, 
bars and “hospitality girls” saw their 
businesses decline to a trickle. It 
mattered little that the- Philippine 
Constabulary (PC) mounted more 
patrols and manned more checkpoints, 
or that “town patrols” here began 
carrying M16 assault rifles and wear- 
ing flak jackets. The patrols, au- 
thorised by the Philippine-US Mili- 
tary Bases Agreement, comprise joint 
American and Filipino teams, includin 
units from Manila’s Capital Comman 
and the PC. 

The US military at Clark and at the 


“$| may have wanted to 


nearby Subic Bay naval base and air sta- 
tion hope the killings will be an isolated 
incident, though the US personnel 
travel restrictions could continue 
“for the long haul,” Snyder said. Pri- 
vately, the US military authorities are 
hoping their investigations will point 
to either a radical splinter group of 
the communist New People’s Army 
(NPA) or to a _ non-communist 
group. 

The reason is clear. A tactical deci- 
sion by mainstream NPA partisans to 
target US servicemen from now on 
would spell an end to the easy, off-base 
life for the Americans in this city, lo- 
cated 80 km north of Manila. But a pro- 
vocation by traditional politicians or a 
oe faction plotting against Presi- 
dent Corazon Aquino’s government 
might portend lent dire, long-term con- 
sequences. 

An out-of-control NPA unit or some 
“rightist” group might have only speci- 
fic, short-term objectives in mind wher 
deciding on such an attack, the reason- 
ing goes, with the servicemen’s deaths 
intended to put the Aquino govern- 
ment’s “weakness” in high relief — 
especially in Washington. The explana- 
tion is that those planning the killings 
give impetus to 
second thoughts in the US about back- 
ing Aquino. 

Another aim could have been to 
strengthen. the not-so-secret desire in 
some Asean capitals to postpone the 
heads of government meeting sche- 
duled to be held in Manila on 14-16 De- 
cember, Visiting Manila on 27-29 Oc- 
tober, Michael Armacost, US under- 
secretary of state for political affairs, 
though delivering a strong message of 
support for Aquino, said the killing “re- 
flects to some degree, I suppose, on 
peace and order conditions in the coun- 
t 

Although the NPA has issued gen- 
eral threats against US personnel, civi- 
lian and military, who participate in 


A diplomatic dilemma 


oF ee meee tek eee US mine a Manlii 


a military attache has muted debate here 
about oy’s actions rebellion 
the Philippine Roccaned on’ om However, py a0 


| in US circles of having “thrown a colleague to the wolves” 


So also does anxiety that the precedent, now set, 


_ persists. 
_| could be invoked again whenever wey charges of embassy 


“meddling” find local 
It is uncontested that Lieut-Col or Rafael, the em- 
’s assistant army attache, went inside the Philippine Air 
Force base at Villamor during the early morning hours of 
the rebellion, but confusion surrounds his actions there. 
However, several Armed Forces of the Philippines (AFP) 
officers later filed statements saying he had mediated be- 
tween loyalist and rebel 
These statements later reached the media here. A 22 Oc- 
tober gy z the daily e Malaya were matters 
to a on the newspaper 
claimed that had interfered unambiguously in 


Philippine affairs. By extension, so had his embassy. 

“US meddling” is an old canard here, and the embassy 
tried to weather the storm. US Ambassador Nicholas Platt 
reacted initially by saying Rafael had done what military at- 
taches anywhere are supposed to do — keep track of the mili- 


tary situation. 

“None” [of the US attaches] su ed the rebels in any 
way, shape or form,” he said on ober. When asked if 
Rafael might have to leave the country, the ambassador was 
emphatic: “The attache is here. He is at work. He is a trusted 
member of the staff, and as far as I am concerned, that is it.” 

Rafael’s departure the following week for “leave and tem- 

ry duty in the US” was viewed as a climbdown from 
s earlier . The decision to send Rafael home 
cates ole’ the PGA dabe forced a reappraisal of the 


Secretary Raul seemed 
yed his role and, sources 

s recall. The Sen- 

i investiga- 


embarrassing 
tion. Other politicians added their voice to the chorus, 
with House of Representatives Speaker Ramon Mitra de- 
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è BANGLADESH watched the pro- 


: “minority tribes, 
| Buddhist, the rest Christian and Hindu. 
“In other words, they have no-ethnic or 


the rule of Bangladesh’s 





gress of the Indian -army's campaign 
against the Tamil Tigers in Sri Lanka 
with understandable ‘nervousness. 
After all, India has sent its troops into 
neighbouring ‘countries an’ alarming 
number of ‘times since Independence, 
particularly when one recalls it is a non- 


‘aligned country whose. founders be- 
lieved in non-violence. And the factthat 


the Indian army virtually «created 
Bangladesh by invading what was then 
East Pakistan is not totally reassuring. 
During the Sino-Indian border tension 
earlier ‘this year, Dhaka was worried 
that New Delhi might invoke the 1972 
Friendship. Treaty: and request permis- 
sion’ to move troops and supplies 
through Bangladesh up to India’s own 
northeast frontier with Tibet... ` 

As for the Indian troops fighting in 
Sri Lanka, Dhaka has ‘stated carefully 


= that it welcomes any progress towards 


peace and that it notes the Indian army 
1s fighting the Tamils as a result of an ac- 
cord between Colombo and New Delhi, 
but that, in principle, it is totally op- 
posed to the presence of foreign troops 
in any country except on the basis of a 
UN resolution. 

@ BANGLADESHI President. Hus- 
sain Mohammad Ershad reiterated this 
stance to me, also carefully, when we 
chatted recently during his stop-over in 
Hongkong on his way back to Dhaka 
from the recent Commonwealth summit 
in. Vancouver. Ershad has further 


| grounds for nervousness, for India ‘has | 


been showing increasing concern about 
the continued unrest in the Chittagong 
Hill Tracts (CHT) and the ‘resulting 
‘stream of Chakma refugees into India. 
The CHT is home to 10 different 
the majority being 


religious affinity with the majority of 
Bangladeshis who are Muslim and it is 
unclear why the area was not appor- 
tioned to India when the departing Bri- 
tish drew the frontiers for Partition in 
1948. The plight of the hilltribes, who 
live in the region lying between. India’ s 


| Tripura state, Mizoram and Burma’s 


northwest frontier, dates back to the 
days of the British Raj, though they 


were plunged into misery and outright 


oppression when ‘the region became 
part of East Pakistan, and again under 
“fi 
















rant, Sheikh Mujibur Rahi 
@ ERSHAD spoke convincin 


the opposition and the press were abus- 
ing their new freedom 


give a date for electio 








| troversial reforms of local administra“ 
tion (“to decentralise”) and about the 
I 





ounder-ty- i 


) gly about 
| Bangladesh's progress towards demo- 
; cracy (though it was evident he thought 


and he didn’t. 





floods (the cost have meant an 8% cut in 
the development programme). But he 
appeared to me to become somewhat 
defensive when I raised the issue of the 
CHT's tribesmen. 

He stressed the number of years the 


-insurgency had been going on; his 1982 
“promise that 
“would be settled in the hill tracts; the 
“thousands” who he claimed had been 
killed by the Shanti Bahini (the militant 


no further Bengalis 


wing of the CHT’s United. People’s 
Party), their alleged use of India as a 
base from which to launch their attacks 
and the vast areas to be policed (more 
than. 5,000 sq. miles). Ershad did not 
specifically deny the. detailed reports 
circulated by the CHT’s London offices 
of numerous and widespread atrocities, 
ranging from murder and rape to tor- 
ture and forced eviction, by the 
Bangladeshi armed forces. But he in- 
vited this Traveller and any others con- 


“cerned, such as Amnesty International, 


to come to see for ourselves (though he 
mentioned that security might be a 
problem), 

è ERSHAD was insistent, however, 


-on his determination to achieve a politi- 


cal solution. In August P. Narasimha 
Rao, Indian minister for human resources 
development, visited Dhaka to reiterate 
New Dethi’s denial that it aided the in- 
surgents and to stress the money India 
spends on housing the Chakma refugees 
in: camps in Tripura (he said they total 
about 50,000). Ershad told me he 
had set up a six-man committee, head- 
ed by Air Marshal A. K. Khondkar, 
which is.charged with producing’a peace 
plan. 

@ TO what extent Ershad was con- 
vinced of the necessity of finding a poli- 
tical solution. by the spectacle of Indian 
troops putting down the Tigers. in Sri 
Lanka is a matter for conjecture. I find 
Ershad something of an enigma. He is 
obviously a tough-minded army officer 
and a patriot. But he is also a soft-spok- 


-en poet, whose verses celebrate the 


land, his childhood memories of his 
mother and of village life, tranquillity, 
peace and reconciliation: 
Peace oh peace. 
How often man bereft of sympathy 
and compassion 
Has felt or found peace? 
<> ds search only enough? Stretch-out 
your hands. 
Colour, creed? Peace lies beyond 
these 
Ina brave new world: diverse: 
“baroque 
» Peace;only peace — that is all we 
want. 
| It remains to be seen whether sucha 


| spirit of tolerance can be extended by 
“Bangladesh to the peoples in the hills 


above Chittagong. 


|) © AS well as being president, Ershad | 
seems also to: have assumed the rol of 























































his country’ s Poet Laureate. In the sec 
ond volume of his verse, which he gav 
. me— suitably inscribed — at our meet 
“ing, he celebrates meetings of the South 
Asian Regional Summit, other interna- 
tional get-togethers, ‘national festival: 
and his own state visits to the Maldives 
Sri Lanka, Pakistan, Malaysia, 
donesia and Singapore. 
@ AND Nepal. There, in the colu 

Kathmandu’s English- languag 
newspaper, The Rising Nepal, he could 
have found sources of innocent amuse- 
ment. The newspaper’s editor evident 
has a sense of humour, for he considers 
it front-page news if the: governmen 
makes up its mind: 









Royal Guidelines, Directives 
HMG Takes Numbe 
Of Decisions: | 


Another story, on efforts to. impro 
the lot of Nepalese females, wa 
surely ironically — headlined: 


Stress On | 
Women’s Uplift 


The Rising Nepal also reported 
the number of tourists visiting Pokha 
the country’s second tourist attract 
Evidently among the visitors were sO 
unisex, hippy-types: 


exceeds that of 1984 by 1515, 

Among the total 
number of tourist visiting 
Pokhara in 1985,17,367 | 
were male and 14,459 female | 
while 4751 were not 
specified as male or female. 
































Some of the newspaper's classifies 
advertisements stimulate thei imagination 


To Let. 
A ‘Big Room with Bath on 
-2nd.. Top Floor, Good. For 
Office or business purpose. 
Also possible to SHARE. ` 
' But no imagination at all was needec 
to appreciate another small news ite 


on- medical programmes to raise: villag 
| fertility rates: 
a 


-| Lalitpur. (RSS): 
who had not been able to 









































Some of the wome 
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Consider 


what's in it wn ar yOu. 


One Pacific Place is the best place for your business in Hong Kong 
because it was intelligently designed with your business in mind 
TT] Consider all the ins and outs. Access to One Par fc Piaceiscome 
yet exclusive. A private road provides dir | Consider your guests. The three Pacific Place hotels. servi 
impressive entrance lobby. d idential apartments prov 
An airconditioned footbridge links the foyer of One Pacific Place to a a ange of conver 
comprehensive public transport network and forms 
zabe first part of an elevated, traflic-free 
system to West Central and beyond 
Consider your society A A 150-man 
security force; computerised card- 
key system; CCTV alarm network and the 
respected name of Swire as managers. 
combine to make One Pacific Place a sate 
and secure business environment, 
Consider: the wide open. spaces. 
BB [be floor plate at One Pacific Place 
#§ among the largest in Hong Kong. Each 
ievel offers a minimum of 20.000 sq ft of 
easily divisible space. Floors are column- 
free, with above-average ceiling heights 
and floorloading capacities 
Consider the technicalities. 
Comparimented wire-management 
systems in the floor, celin 
facilitate easy installation of power, tele 
phone and communication-data systems. 
Consider how compatible we are. A 
fully-compatible WangNe! Computer 
highway forms the foundation for intra- 
fice and interfloor communications. 
Consider the power you'll have. 
An above-average power supply is 





kva emergency generators which ee that all 
ster systems run optimally in the event of a power 



















ce and 


re; 





de restaurants, business centres, 
and recreation facitis, 
Consider what you'll -have on your 
i plate. The Pacific Place shopping 
sinless 









mali, the biak in the e Cenia Bu 










four cinemas 





Inteligently-designed, user-eficient 
HB soca, totally convenient, first-class 
facilities and amenities: A- package ol 
features which make it easy 10 see: why 
you won't be the fst to be persuaded 
that One Pacific Place is the best place 
for your business. 


wher information about. ine 
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“corporate signature, To raceme new: 
direction, thrust and dynamism. Heralding 
‘the beginning of an evolution to ards a 


total identity statement. 


< Its all happening. The new ook. And 

soon, the redefined interior manifestatio 
But somewhere along the line, we are = 
happy to retain old ways. Our tradition of 
timeless grace and warm hospitality. 
‘Smiles that come deep from the heart. 


Py with the best of MALAYSIA 











A long silence hangs as Tsung-Yen Chang, 
computer center manager at Sanfu Motors, 
considers the question. How would he 
describe IBM? After careful thought, Chang 
answers: “Kwang Shan” — a mountain 

of endless resources. 


More than 3,000 parts go into each of the 
Subaru, Isuzu and Renault automobiles 
Sanfu assembles. Inventory control is 
crucial to cost-efficiency. As Sanfu works 


_ astra psec acini A na A err nent ho Anchen Saree 


“IBM continually provides 
knowledge to make us 
stronger in the future. Our 
business has expanded, 


aeons ane dao oats rte on DACRE aN 


to expand and improve operations, it relies 
on the global resources of IBM to solve 
problems close to home. 


IBM helped Sanfu implement MAPICS, a 
software application used to predict 
demand and manage material supply. To 
ensure maximum benefit, IBM brought in 
MAPICS expertise from a customer outside 
Taiwan. Costly inventory is now down 
-30% and production is up — Sanfu has 
expanded its Renault line from four 
models to seven. 


We're not in the computer business = 
We're in the results business = 


























“Every time there’s any 
difficulty, we turn to IBM 
people. They serve as our 
knowledge base.” 


tyes nese BPS eb eee RUME RTE RAAT 


Expertise also came from France, as IBM 
staff working with Renault’s head office 
introduced a customer-service plan to 
Sanfu. Using this plan and a networking 
concept developed by IBM in the U.S., 
Sanfu will next year install Taiwan’s first 
complete after-sales service network. 
Linking service centers island-wide with an 
IBM System/38, the network will allow 
dealers to locate parts more easily and 
make repairs faster. 


E ER ARKOMPESACOAUTROL KASSON 


“IBM brings new 
technology and concepts, 
and we grow together.” 


EDELRID nnn i CRE ANAL SRO CRM AMSA DNDN DAAE, 


Ideas imported through IBM have helped 
make Sanfu a tougher competitor and a 
leader in customer service. Sanfu is 
reciprocating. Bolstered by increased 
production and sales, it has now started 
manufaeturing cars and auto parts for 
export. 


an ae. ee a 
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“IBM is Kwang Shan.” 


—— Tsung-Yen Chang Computer Center Manager. 
Sanfu Motors Industrial Co., Ltd., Taichung Hsien, Taiwan, R.O.C. 
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that gives us an international edge? 
Or the other way around? 


At Privatbanken we offer an 
understanding of the financial life 
of Scandinavia that stretches 
back over 130 years. 
And a domestic network of 
over 1,000 branches, thanks to 
our association with the Scandi- 
navian Banking Partnership. 
It's the basis of our 
$ SUCCESS. 
But then so too is 
) our global network 
of wholly owned 
subsidiaries. 
The question is, which 
comes first? 
Both, obviously. But then 
again, neither. 
Because we know that inter- 
national banking is a two way 
business. 
Which explains why our dom- 
estic and international expansion 
took place at the same time. 
The one serves the other. 
In many ways it’s a philoso- 
phical approach. Our customers 
bring us problems. We give them 
solutions. And sometimes, solu- 
tions to problems they didn't 
know they had. 
But as our customers do 
know that's a very real advantage. 


PRIVATbanken 


DENMARK + SCANDINAVIA > THE WORLD 















































-HAMBURG - EUXEMBOURG 2 ZURICH > GENEVA < MILAN = MONACO: » MOSCOW - TO! 


HRAN = BAHRAIN: -HONG KONG- SINGAPORE- SY 
/ WRUNIIH SCANDINAVIAN BANKING PARTNERS. Seren Ea a ADS 


valbanken. SE Barren, Unon Bank of Fieno. 













dd on new 


| Professional military 
epresentation in the 





| party congress. Only 
ng ees per- 
vice-chair- 











present military interests 
itburo. Be 
‘Out of the pol it! ro are Yang Dezhi, 
chief of staff of the People’s Li 
Army, and Yu Qiuli, PLA political de- 
‘partment director. They are also ex- 
pected, along with Defence Minister 
hang ‘Aiping and logistics department - 

















ilitary posts by regional military 
e pcre Me top military jobs in | 
e 













i sédoidai? tip as either the | 
‘fence minister or chi vet of staff. Qin 
tved under Deng Xiaoping, who was 

itical commissar. of .the..2nd_ Field, 





































polithuro: members retain. their 
sts. Their average age is 67. Four join 
hao ‘on the new. politburo standing 


J party Sictetaly, he hes been 
med first vice-chairman of the Mili- 
ity Affairs Commission: o~ 
Li Peng (1929): A vice-premier, 
pected to replace Zhao as premier. 
Soviet-trained eengineer, Li was 
raised as the adoptive son of Zhou 
Enlai. i 
Qiao Shi (1924):-A vice-premier, re- 
ains on the secretariat. He has been 
named first secretary of Central Discip- 
ine Inspection Commission. 
Hu Qili (1929): Remains onthe sec- 
tariat and will take charge of prop-. 
anda work in the politburo, A former 
mmunist Youth League’ secretary 
ang. of Tianjin, Hui isa i protégé of 









Yilin (1917): A vice-premier 
the State Planning Commis- 
rvative leader. 









’s political role 


Hong Xuezhi, to be: replaced in | 


politburo 


analysts believe this war-time connec- 
tion has enabled other officers to move 
up the. power hierarchy. As one of 
Pen ’s closest military supporters, Qin 
wi 
process of professiónalising and reduc 
ing the army’s role in politics, and help-. 
ing to build up Zhao Ziyang’s support 
among the military rank-and-file. 


Other rising stars include Qin’s dep- 


uty, Yang Baibing, political commissar 


of Peking MR and believed to be Yang- 
‘+; Dezhi’s younger brother. Yang, who | 
previously served. as political com- 


missar in Sichuan, is one of the few new 
military faces to appear on the central 
committee. Considered. a moderate, 
Yang is rumoured to replace Yu, a con- 
servative, as PLA political commissar. 
If this is the case, this will see an even 
more politically acquiescent military: 
Other military chiefs tipped for top 
posts have emerged. with reduced poli- 
tical... profiles. This . includes You 


4 Taizhong, 72, currently Canton MR 


‘commander, another close supporter 
of Deng, and Xiang Shouzhi, 72, 
‘Nanjing MR commander. Both, who 
are also 2nd Field Army veterans, 
have. been moved from their previous 
‘central committee positions. to Cen- 





entrusted with continuing the | defining broad policy goals,” 


| a younger generation of officers have 





tral Advisory Commission (Cz 
Analysts are divided as to what ex- 


tent this will affect their chances for 
promotion. Some point out that Zhang 
active mili- 


and Hong have continued i 


making organ is uncl 
of elderly though stil 
cians and military leaders 

“while not involved in daily 
making, it will have an import 






















Western diplomat. 
`. There is strong pressure in man: 


„quarters to promote younger officers 


higher commands. In the past few years 






been installed in lower echelons of com- 
mand. 

Military. personnel changes: ‘may not 
be formally announced in full until the 
National People’s. Congress in March — 
1988, but some diplomats belie: 
piecemeal changes may be. known. b: 
fore then. 

Of the new central committee, 29 or 





“16.5% are professional military men or 


strongly identified: with military in- 
terests, 13 at the national level and 16 in. 
provincial and regional commands. 
Thus.the military holds almost. exactly: | 
the ‘same proportion of total central 
committee seats‘as it did in 1982. In ad- 
dition to these 29, there are 23 local po- 
litical military commissars: All but three. 
of them are regional secretaries, whose. 
military commissar role is clearly subor-. 
dinate to their party position. o 












Other holdover politburo members 
are: 

Hu Yaobang (1915): Former party 
general secretary and standing commit- 
tee member. It is unclear what substan- 
tive work Hu will undertake. 

Tian Jiyun (1929): A vice-premier, 
will concentrate on economic affairs. A 
protégé of Zhao and strongly commit- 


_.ted to reforms. 


Wan Li (1916): A vice-premier. Wan 
is likely to replace Peng Zhen as chair- 
man of the standing committee of the 
National. People’s Congress or Li Xian- 
nian as state president next march. 

Wu Xuegian (1921): Foreign Minis- 

ter. Wu rose through the Communist 
Youth League system when it was led by 
Hu Yaobang. 


Yang Shangkun (1970): Confirmed as | 


permanent secretary-general 
party military affairs commission, an 
candidate to replace Li Xiannian as 
state president.. i 





There are seven new politburo . mem- 
bers, whose average age is 62. They 
are: l 















Jiang Zemin (1927): Mayor of 
Shanghai, and former minister of elec» 
tronics industry. 

Li Ruihuan (1934): Mayor of Tian- 
jin. A former construction worker, he 
oversaw building of Mao ` ‘Zedong’ s 
mausoleum in Tiananmen Square. 

Li Tieying (1936): Head of the State 
Commission for Restructuring the Eco- 
nomic System since last March, when he 
replaced Zhao 

Li Ximing (1926): Party secretary of 
Peking, and.a former minister of urban 
and rural construction. 

Qin Jiwei (1914): Commander of the 
Peking military region, and a former 
politburo alternate. A Deng protégé, 
Qin is a candidate to replace Minister of 
Defence Zhang Aiping. 

Song. Ping (1917): Until earlier this 
year head oF the State Planning Com- 
mission. A top party leader in Gansu 
province from 1972-81. 

*. Yang Rudai (1924): Party secretary, 
of Sichuan. Yang was made a vice-gov- 
ernor of Sichuan in 1978 during Zhao’s 
tenure and succeeded him as donda 
party chief.: 

Deng Guangen (1929): Minister of 
railways, and. reportedly one of f Deng’ s 

rs: 












































P DON'T 

I SCRABBLE 
AROUND FOR 
WORDS TO DESCRIBE 
THE MOST MODERN 
PORT IN THE MIDDLE EAST. 


JUST LOOK AT THE ADVANTAGES. 













Begin with the high scorer “quay”. Major shipping lines call regularly, 

Stretching 15 km. it accommodates 67 superb highways link us to key places in 
berths, and has modern container, bulk, the Middle East and our proximity to the 
general cargo and Ro-Ro terminals with international airports of Dubai and Abu 


sophisticated cargo-handling machinery Dhabi means every route is open to you. 
assisting in quick tumaraunas. Our “Industrial Zone”, with its well 


Add points for “storage”. There’s ample established infrastructure, where several 
room here, with 70,000 sq.m. of manufacturers and industries have 
warehousing, 750,000 sq.m. of paved already shifted for convenience, is also 


open storage, 216 refrigerated container one of the high scorers. 
plugs and a 42,000 Cbm. cold store only Add up the points. You'll find 


30 m. from the quayside. without wasting words, that 
Earn really big scores with our Jebel Ali Port comes out tops! 
“Free Trade Zone”. The advantages Unquestionably, it’s the last word 
include centralised storage (or two) on ports in the Middle East. 
for redistribution, easier -For further information, contact: j 
inventory, low storage rates 7 Monein Ag insta 


and duty free re export. PORT AUTHORITY 
“Connections” gives a high tally, too. | OF JEBEL ALI 


z ; A ; 3 P.O: Box 3258, Dubai, United Arab Emirates 
We're strategically located on the Tel: Jebel Ali 56578. Thx: 46580 TPAJA EM 


southern coast of the Arabian Gulf | Cable: PAJADUB EM 
making us your ideal redistribution point. 

































The emergence of 
hao’. Ziyang~ . as 
China’s new. leader 
Įmarks 
turning point: At 68, 
i Zhao will be the first 
leader of communist 

oa China who is not a 
member of the founding. revolutionary 
peperation: He did not participate in the 


military experience before 1949. 

_ Zhao has been one of the two people 
most likely to succeed Deng Xiaoping 
since 1980, when he and Hu Yaobang 


hao, who had. pio- 
forms as party leader 


i 
emier in 1980, and given responsibil- 


ity for planning ‘and overseeing Deng’s., 


amme.of economic reforms.: 

u, as party general secretary, had 
initial task of helping the party re- 
cover from the trauma of the Cultural 
Revolution, work he had beg 

te 1970s as head of the part 
sation department. But despite Deng’s 
tronage, Hu failed to win the support 
of military leaders and party veterans. 
bid to retain the title of party chair- 
man failed at the 12th party congress in 
982 and he never achieved the stature 
a national leader competent to speak 
out on the broad range of national af- 


pro. 


hao’s brief was forward- -looking. 
There was a high degree of consensus 
ithin the leadership on the importance 
of economic reforms, which have re- 
mained Deng’s single highest priority. 
hao has justifiably taken considerable 
credit for the success of the reforms. 
Hu’s job of redressing the wrongs of 
the Cultural. Revolution, in contrast, 
nked him to 







an. historic 


ong March, nor did he have extensive |. 


were appointed: w the politburo stand- 


the late 1970s, was made. 





divisive events of a past 


Į- needs of practical 


The remarkable rise of 
hao the pragmatist 


which- most Chinese would. rather 


: forget. His failed efforts to deal with 
corruption and abuse of power mired 


him ever dee vi in the most intractable 
political problems of the present. His at- 
tempts to promote political debate were 
not enough to satisfy the country’s 
youth or party liberals, but were too 
radical . for conservative party vete- 
rans.. 
The Great Leap Forward of’ the 
1950s was probably. the key formative 
experience in Zhao’s career.. After 
working in his home province of Henan 
as a local party leader since the late 


1930s, Zhao went to.Guangdong pro- 


vince in the 1950s as an expert on land 


-teform, and was involved in what one 


expert called “an especially brutal” 
campaign against landlordsin the spring 
of 195 

Becoming a trusted subordinate. of 
then Guangdong party leader Tao.Zhu, 
Zhao had been made director. of the 
provincial rural work department in 
1953, taking overall responsibility for 
agriculture. Although. apparently an 
early supporter of the Great Leap for- 
ward, Zhao.soon became a critic of the 
excesses of collectivisation. After the 
failure of the 1960 harvest, Guangdong 
was among. the first provinces to re- 
turn to private plots, free rural mar- 
kets. and contracting output to house- 
holds. 


‘hese corrective policies would form 

the core of the first stage of rural re- 
forms Zhao later championed in Si- 
chuan in the late 1970s. What was funda- 
mental was the insight born of the ten- 
sions between. Zhao’s responsibility for 
achieving economic. results and the 
abstract ideological patterns Mao 
Zedong was imposing from Peking. As 








a line administrator, Zhao was an eye- i 1980. 


witness to the human costs of the disas- 
trous Great Leap Forward. 

From this time on, Zhao has been 
committed to the primacy of practical 
results over abstract ideology, but he is 
also a political realist, capable of flexi- 
bly reinterpreting theory to. suit the 
policy. 
In a People’s Daily artich 
hortly before Mao launched t 
ral Revolution, Zhao wrote th: 
necessary to integrate revolutionary ef- 
forts with the s spit of “seeking truth 
from facts,” criticised “command- 
ism and céereion” in economics. At 
this time Zhao, who had become ‘Ist 
party secretary of Guangdong, was at- 
tempting to deflect and limit Mao’s 
campaigns to. re-collectivise farms and 
heigh ten class struggle. 

uring the high Fade of the campaign 
against ebolirgecis liberalisation” éar- 
lier this year, Zhao adopted a similar 
formula — acceding. to the conserv: 
tives’ insistence on the basi 
of socialist ideolos 
ously seeking to In scope of the 
campaign to education within the party 
and declaring that economic reforms 
were outside the scope of the .cam- 
paign. 

Zhao came under attack from Can- 
ton Red Guards in January 1967. 
Among the charges against him were 
advocating revisionist agricultural and_ 
eoni ic policies during the Great. 

Leap Forward, and supportin ie house- 
hold-based farmin during the early. 
1960s recovery. In October 1967, Zhao 
was paraded t rough the streets of Can- 
ton. wearing a dunce’s cap and de- 
nounced as a counter-revolutionary re- 
visionist. 

He reappeared on the political scene 
in 1971 and, in the following year re- 
turned to Guangdong. as vice-chairman 
of the provincial revolutionary commit- 
tee and later became „provincial party 
sen 

He played an intriguing role in the 
case of Li Yi Zhe the pseudonym of 
three dissident Red Guards who wrote 
articles and wall posters critical of Lin 
Biao and the Cultural Revolution and 
supporting the rule of law and demo- 
cracy in the early 1970s. Zhao is believ- 














































































| ed to have given secret support to 
| the writers and arranged to circulate 


their views in internal party publica- 
tions. 

Zhao took over as party leader in 
Sichuan in late 1975. From 1977, he 
pioneered rural reforms that would 
propel him into the national leadership. 
After Deng consolidated his power in 
late 1978, Zhao became a member of 
the politburo and a prominent spokes- 
man for reform. Together with Hu, 
Zhao joined the standing committee of 
the politburo in February 1980. Two 
months later he was appointed acting 
premier, replacing Hua Guofeng, and 
was confirmed in that post in September 

Robert Delfs 
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(S |ingle-minded, self-sufficient, critically self-aware — eccentric 
even. All descriptions which have been applied to both the 
creative genius and entrepreneur in their pursuit of an ideal. 
George Stephenson was of that mould. After all, not many 
colliery firemen invent locomotives; his brain child was chris- 
tened ‘My Lord’ and achieved a staggering six miles per hour. 
Had he made tracks to Glenrothes at that time, the Flying 
Scotsman might have made its appearance a little sooner. 
Precision engineering, the like of which he could only 
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have dreamt of is taken for granted in Glenrothes. 
Sommünicatons by sea, air - arid Stephenson's favourite 
~ rail, are excellent - but no doubt he would have had a few 
ideas about developing them even further 
iry 1845 he visited Belgium and ‘Spain, had he visited 
Scotland we think he would have stayed. 
You still can. If like us in Glenrothes, you too are in pursuit 
of excellence, everything you need is here. 


LIRA We'd like your company. 


foal 
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EVEL OPMENT 


CORPORA TALON 


FOR FURTHER INFORMATION PLEASE CONTACT: JOHN McCOMBIE, DIRECTOR OF DEVELOPMENT; GLENROTHES DEVELOPMENT CORPORATION : 
“BALBIRNIE HOUSE, GLENROTHES, FIFE, SCOTLAND KY7 ENR, TELEPHONE: 0592-754343. TELEX: 727428. 

















Exit the old veterans 
enter the younger leaders 


The new central com- 
mittee elected at the 
13th National Party 
Congress was a shift 
in the direction of a 
younger party leader- 
ja \@e ship. Of the 175 
è EC new members, 112, or 
64%, were holdovers from the previous 
committee, 21 (12%) were promoted 
and 43 (25%) were elected to the central 
leadership body for the first time. 

This is a lower figure than in 1982, 
when nearly half of the elected mem- 
bers were newcomers. But about half 
of the holdovers from the 12th central 
committee were elected at the special 
national conference in 1985, as were 
most of the promoted members. 
Only a third of the new committee 
are holdovers from the original 12th 
central committee. 

The magnitude of this shift is more 
striking when one considers that the size 
of the central committee has been 
sharply reduced, from 210 to 175. 

The 98 members of the 12th central 
committee who have been dropped 
from the new one include most of the 
surviving generation of revolutionary 
veterans, now in their 70s or older, wha 
returned from disgrace after the Cul- 
tural Revolution as key supporters of 
the reforms of Deng Xiaoping. 

Four of the newcomers currently 
hold central party posts: 
> Yan Mingfu, head of the united-front 
work department since 1985, who joins 
the new party secretariat. 
>» Wen Jiabao (an ally of newly ap- 








pointed party General Secretary Zhao 
Ziyang), secretary of the party commit- 
tee of departments under the central 
committee since mid-1986, who has been 
named new alternate member of the 
party secretariat. 

> Zhu Liang, head of the party interna- 
tional liaison department since 1985. 

» Yang Baibing, who works for the in- 
ternational liaison department, and is 
political commissar of the Peking Mili- 
tary Region. Yang is expected to re- 
place Yu Qiuli as director of the Peo- 
ple’s Liberation Army’s general politi- 
cal department. 

Two other key Zhao allies joining 
the central committee are Chen Jun- 
sheng, secretary-general of the state 
council, and Bao Tong, who is vice- 
minister of the state council for restruc- 
turing the economic system and is 
Zhao’s political secretary. 

Gu Jingi, a vice-governor of Sichuan 
province, joins Sichuan secretary Yang 
Rudai, governor Jiang Minkuan and 
former governor Yang Xizong (now 
party secretary of Henan) in what is 
likely to be a secure base of support for 
Henan-born Zhao, who was top leader 
in Sichuan in the late 1970s. 

The representation of Jiangsu pro- 
vince, China’s economic super-per- 
former of the past decade, has also been 
strengthened with the election of Cheng 
Weigao — acting governor of Henan 
province but until recently mayor of 
Nanjing — and Chen Yuying, party sec- 
retary of Changzhou city. 

The election of the central commit- 
tee was carried out in two stages. First, a 
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The Great Hall of the People; Zhao at his ‘triumphant’ press conference at the end of the 


congress. 


























secret preliminary vote was taken to 
select 173 nominees from a list of candi- 
dates. There were 1,950 valid ballots. It 
is unclear why the number of candidates 
was increased to 175 before the final 
unanimous vote. 

Peking party secretary Li Ximing 
drew 1,944 votes in the first round of 
voting, the Hongkong-based Wen Wei 
Po newspaper said. This was one more 
vote than received by Zhao. Former 
party general secretary Hu Yaobang got 
more than 1,800 votes and former party 
chairman and premier Hua Guofeng 
more than 1,700. 

The lowest qualifier was party prop- 
aganda chief Wang Renzhi — who re- 
placed Zhu Houze in February, shortly 
after Hu’s resignation as general secret- 
ary — with slightly more than 1,600, the 
newspaper said. 

Zhu failed to win election, drawing 
five or six fewer votes than Wang. Al- 
though Deng Xiaoping was not on th 
candidate list, he received at least 3 
write-in votes, Wen Wei Po said. 

Conservative Deng Liqun, who led 
an assault on intellectuals during a cam- 
paign against “bourgeois liberalism” 
earlier this year — and a campaign 
against “spiritual pollution” in 1983 — 
was reportedly among the 10 candidates 
with the fewest votes. 

According to procedures, Deng 
Liqun should have been automatically 
placed for nomination as an alternate 
member, but he withdrew his name 
from consideration, sources said. He 
then became a candidate for the central 
advisory commission. With equal num- 
bers of candidates and posts, he drew 
the least number of votes of all 200 
nominees. An Zhiwen, vice-minister of 
the state commission for restructuring 
the economic system, polled the most 
votes. — Robert Delfs 

























the aftermath of student pro-democracy 
demonstrations last December, China 
seemed on the verge of turning back 
from the reformist course. 

In the weeks that followed Hu 
Yaobang’s resignation as party general 
secretary, party conservatives domi- 
nated the media, denouncing the tide of 
“bourgeois liberalisation” intended to 
overthrow the communist party, install 
a Western-style democratic system and 
turn China away from socialism. Three 
liberal party intellectuals — Fang Lizhi, 
Liu Binyan and Wang Ruowang— were 
purged from the party for advocating 
“bourgeois liberalisation” and attacking 
the leadership of the party and the 
socialist system. 


Fo a time, even Deng Xiaoping was 

politically immobilised, extending 

uncritical support to the conservatives 

in an attempt to preserve his position as 
yediator in the political centre. 

But were it not for this crisis, Zhao’s 
victory at the 13th congress could not 
have been so overwhelming. His re- 
sponse, as newly appointed acting gen- 
eral secretary, was to accede to the con- 
servatives’ insistence on the Four Basic 
Principles but simultaneously limit the 
scope of the campaign to positive educa- 
tion within the party. Economics, par- 
ticularly the economic reforms, as well 
as art and literary circles were explicitly 
declared off-limits. 

Those bounds were quickly ex- 
ceeded. Deng Liqun and his allies in the 
propaganda apparatus attacked news- 

apers that had published articles in 
avour of radical political reform and 
openly sought to expand the campaign 
into cultural affairs. 

Other conservative leaders called for 
strengthening centralised planning as a 
means of ensuring economic stability 
and even the rural household responsi- 
bility system — the most fundamental 
and basic of the economic reforms — 
came under attack. 

This enabled Zhao to gain the sup- 
port of a broad cross-section of the party 
leadership who feared the conse- 
quences of a major reversal of reforms 
and the revival of intensified inner-party 
struggle, thus isolating hardline conser- 
vatives and laying the foundation for the 
13th party congress victory. 

“Who shall take responsibility when 
the peasants slaughter their pigs and eat 
up their grain?” Zhao asked. This was 
not rhetorical.. Precisely this happened 
during Maoist collectivisation in the 
Great Leap Forward. 

The corner was turned in May when 
Deng Xiaoping reaffirmed his position 
behind Zhao, telling visiting foreign 
leaders that leftism was the greatest 
danger China faced after all. For a time, 
Zhao had stood alone and won a crucial 
political victory which cemented his po- 
sition as the only credible successor to 






_ leadership succession. 


Deng. This was the real beginning of the 
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We may not work with IBM, 
but our systems can. —— 
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work and security affairs, is less clear. 

But none of the new politburo lead- 
ers are open critics of reform. The 
unanimous endorsement of Zhao’s re- 
port by the congress means his program- 
mes have been accepted as an authorita- 
tive statement of party principles and 
polic to be referred to in the future as 
the “line” of the 13th congress, which all 
party aeetas must support. 

More significant than who has joined 
or remained on the party’s top leader- 
ship bodies is the list of prominent el- 
derly leaders who have stepped down. 
Ten former politburo ied isr left the 
body, nine of whom were elderly vete- 
ran leaders — average age 78 — who 
have also stepped down from the central 
committee, either fully retiring or mov- 
ing to the central advisory commission. 
Among them were four key conserva- 
tive leaders: Chen Yun, Peng Zhen, Hu 
Qiaomu and Deng Liqun. 

All four had been among Deng Xiao- 
ping’s key allies 10 years ago, members 
of the coalition of old and middle-aged 
party and state leaders, mostly victims 
of the Cultural Revolution, who backed 
Deng in ousting the leftist leadership 
which had come to the fore during the 
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late party chairman Mao Zedong’s last 
years. 

Chen Yun, a highly respected vete- 
ran pany leader and member of the 
politburo standing committee, was 
China’s chief economic planner in the 
1950s prior to the disastrous Great Leap 
Forward. Peng Zhen, a politburo 
member experienced in legal and secu- 
rity affairs, was one of the first leaders 
purged in the Cultural Revolution. Hu 
Qiaomu and Deng Liqun are specialists 
in theoretical and propaganda work. Hu 
in particular played a critical role in 
swinging support to Deng’s call for 

“seeking truth from facts” during his 
al against the Left in the late 


A’ the reform programme moved be- 
yond the initial goals set a decade 
ago, these four became prominent 
critics of Deng’s policies, though 
this was never expressed as explicit op- 
position. 

Chen Yun publicly aired his reserva- 
tions about grain production and neg- 
lect of political and ideological work at 
an extraordinary national party confer- 
ence in 1985. Hu Qiaomu and Deng 
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CENTRAL COMMITTEE (175+ 110 alternates) 


POLITBURO (17+ 1 alternate) Dii 


Yang Shangkun (1907) 
Wu Xuegian |. 
Hu Yaobang 


Yang Rudai . . (1924) 
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Liqun spearheaded the abortive cam- 
paign against “spiritual pollution” in 
1983. 


Peng Zhen, from his platform as 
chairman of the standing committee of 
the National People’s Congress, openly 
criticised the decline of orthodox Marx- 
ist principles in two speeches in 1986. 
In March, Peng delivered a televised 
address to the entire country expound- 
ing his views on the nature of reform 
and the dangers of liberalisation, and in 
April he boasted to Hongkon ng report- 
ers that many cadres wanted him to 
join the politburo standing committee 
in 1982. 

Now Peng Zhen has no party pon 
tion at all, and Deng Liqun has bee 
voted out of the central committee. 
Deng Liqun and Hu Qiaomu have been 
named to the central advisory commis- 
sion, whose new chairman is Chen 
Yun. 

Beneath the carefully polishr * 
patina of party unity at the congres 
what has happened here can only be de- 
scribed as a rout. What makes this all 
the more surprising is that only six 
months ago, the reformists’ camp 
seemed in near-complete disarray. In 
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Qin Jiwei (1914) 
(1921) 
. (1917) 


.. - (1915) 


(alternate) 


Qin Jiwei .... (1914) 
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CHINA 


Deng steps aside as Zhao Ziyang is confirmed as successor 


Reform and renewal 


By Robert Delfs in Peking 
Deng Xiaoping has 
stepped down from 
the Chinese Com- 
munist Party’s top 
leadership bodies, 
and Zhao Ziyang has 
be. SF hi emerged as his un- 
MEE W doubted successor. 
Retiring or moving to secondary posts 
with Deng at the party’s 13th national 
congress were virtually all the survivors 
of the founding generation of veteran 
volutionary leaders. Half the polit- 
iro and more than half the old central 
committee have stepped down. 

For Deng, this was the last and most 
important step to secure the ‘continua- 
tion of his policies after his death, and 
his own place in history. Initiating the 
succession process now will make it pos- 
sible for Zhao to solidify his position as 
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a leader while the 83-year-old Deng re- 
mains alive. If he succeeds, China may 
avoid a debilitating factional struggle 
over succession after Deng’s demise. 

Deng remains chairman of the 

arty’s military affairs commission, and 

is informal status as China's 
paramount leader will be only enhanced 
by his stepping down from his party 
posts. “Deng’s leadership role has been 
determined by the correctness and wis- 
dom of his policies,” congress spokes- 
man Zhu Muzhi explained. In essence, 
Deng is following the pattern of the vir- 
tuous ancient emperor Yao, who abdi- 
cated before his death in favour of the 
worthy successor Shun. 

Zhao was confirmed as party general 
secretary at the first plenary meeting of 
the 13th central committee on 2 
November. Joining Zhao on the new 

olitburo standing committee are Li 
eng — who is expected to replace 
Zhao as state premier — Qiao Shi, Hu 





vanquished and the stars: Chen Yun, Deng, Zhao, Li Xiannian and 





Qili and Yao Yilin. Qiao Shi was named 
first secretary of the central discipline 
inspection commission, replacing Chen 
Yun. 

Qiao Shi and Hu Qili were both 
elected to the party secretariat, which 
has been reduced from 10 members to 
four and placed under the direct control 
of the politburo. The other secretariat 
members are Rui Xingwen, Shanghai 
municipal party secretary, and Yan 
Minfu, head of the party united-front 
work department — both members of 
the new central committee. 

Zhao and the rest of the new stand- 
ing committee met the foreign press at a 
cocktail party on the evening after their 
formal election. As he was introduced, 
Zhao clasped his hands above his shoul- 
der in what seemed a gesture of victory. 
Moving along the packed ranks of re- 





Hu Yaobang. Besieged by the | 


porters, Zhao appeared confident and 
pleased as he answered off-the-cuff 
questions, an unprecedented perform- 
ance for a top Chinese party leader. 

Zhao denied that there are reformist 
and conservative factions within the 
leadership, though he acknowledged 
that there may be some individuals who 
oppose the reforms or advocate 
“bourgeois liberalisation.” “Those who 
analyse Chinese politics on the assump- 
tion of struggle between two factions 
will make one mistake after another,” 
he warned. 

Differences within the leadership on 
specific issues and policies were normal, 
Zhao said “. . . even among us, the 
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five standing committee members . . . 
Li Peng told the REVIEW that there 
was no disagreement on the decision to 
proceed with separating the functions of 
party and state at the congress or in the 
meetings Which preceded it, but that 
there had been differences over the 
pace of reform and how these goals 
would be achieved. “This does not 
mean we will not make great strides in 
political reform in the future,” Li said. 
The retirement of key conservative 
leaders from the top ranks of the party 
hierarchy is likely to reduce the poten- 
tial for factional conflict over ideologi- 
cal issues, as was the formal adoption of 
Zhao’s programmatic report to the con- 
gress (REVIEW, 5 Nov.). That report, 
stating that China is currently in the pri- 
mary stage of socialism, was intended to 
serve as a comprehensive theoretical 


press. 
basis for continued expansion of mar- 
ket-oriented reforms. 

Zhao’s report also outlined an am- 
bitious programme of political reforms 
which, though not challenging the 
party’s leadership role, may contribute 
to the practical separation of party and 
state, and lead to gradual rationalisa- 
tion of the party’s functions within legal 
and institutional bounds. 

The new politburo, reduced in 
number from 20 to 17, represents a bal- 
ance between relatively cautious and 
more freewheeling reformists. The 
average age of the new politburo mem- 
bers is 65, five years younger than their 
predecessors. 

Among the five standing committee 
members, Zhao and Hu Qili are 
strongest exponents of thoroughgoin 
economic reform, while Li Peng an 
Yao Yilin are more cautious. The posi- 
tion of Qiao Shi, whose background 
is primarily in party organisational 
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AXE in Mobile Communications: 

satisfaction for customers, profit for PT Ts 

Within the Ericsson Group, Ericsson 

Telecom provides total public telecommu~ 

nications capability ~ the future-proof, multi- 
faceted service symbolised by the Ericsson 
Telecom diamond, 

This unique capability is based on the 
open-ended AXE concept. The architecture of 
AXE, with its full functional modularity, means 
that a network is no longer a static linkage 
between software modules in fixed exchanges, 
rigidly defined and dimensioned. 

In fixed or mobile networks, clusters of 
features and services can be assembled at 
special service switching centres to satisfy the 
seeds of the installed customer Base 

me economically. 








provided in a new local switch, which in add- 
ition to the feature-processing can give any new 
terminal interface (such as ISDN access). 

Under special circumstances, the feature- 
clusters may even be assembled in separate 
feature nodes accessible from any nodes in the 
network which have the required signalling 
interface. Such nedes are often referred to as 
network real-time databases. 

The outcome is a network designed from 
demand inwards, and not from exchange 
capability outwards ~ a network which can be 
enhanced and adapted at will to support new 
services as demands change. 
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[ to: Ericsson Telecom, FE 7U s | 

Dept M/YX, 8-126 25 Stockholm, Sweden. oe 
Please send me more information on AXE-based 

| systems for mobile telephony. 









E Type of organisation: 

| C Telephone Administration C] Government 
[C Business/Finance/Consultant 1] Education 
| O Supplier of telecommunications equipment 
Į [4 Other (please specify) ooo ana 


AXE in Cellular Networks 












Mobile telephony is the fastest-growing area 

£ telecommunications today. And the world’s 
ost popular system is based on Ericsson 
elecom’s AXE exchange ~ because AXE has by 
far the most to offer. 

With mobile telephony from Ericsson, an 
inistration can offer subscribers high 
speech quality and low call-loss ... plus the full 
nge of today’s fixed-system services. (And 
orrow’s.as they become available ~ services 
the integrated services digital network, ISDN, 
example.) Such features as automatic cell- 
ell hand-off and exchange-to-exchange 










to cell: all they see are the benefits of their 
advanced mobile terminals. 

For Administrations, an AXE-based system 
offers absolute flexibility. An AXE exchange 
already installed can incorporate mobile tele- 
phony as an add-on (like an applications 
package for a personal computer). If the net- 
work is not ANE-based, a separate network of 
AXE exchanges can be overlaid, interworking 
with the regular telephone network. 

AXE is at home with all the world’s major 
cellular standards~NMT 450, NMT 900, TACS 
“CC/EIA:, AXE-based systems use 
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_ How to get more mileage out of mobile telephony 


to offer more capacity or new subscriber 
SETVICES. 





AXE-based mobile systems are at work in 
22 countries on 5 continents, serving over 40% 
of the world’s mobile subscribers. 

In the NMT system for Scandinavia, AXE 
serves the world’s largest international network; 
in London, it handles the densest traffic and 
the smallest cells; in Switzerland, it carries 
on through the country’s network of mountain 
tunnels; in north America, it carries 20% of all 
US traffic, 50% of the traffic in Canada: in 
Malaysia, cellular coin-box installations are 

edas fixed telephones.. ; 

















WENTY YEARS? EWOO... | 


lecommunications, from compact cars to compact disc players, 
ereis no manufacturing challenge too big or sophisticated for 
aewoo to meet. Why not let the same innovation that expanded 
af Own business.a million-fold in just twenty years bring some of 
yur Own business goals within reach. 





“CPO. BOX 2810 SEOUL, KOREA 
TELEX: DAEWOO K23341 ~4 


ED WORLDWIDE SUCCESS IN ONL 
In 1967 the Daewoo Group opened for business with $9,000, | 
employees, and an order for a small shipment of inexpensive shirt 
Twenty years later, Daewoo is one of the world's most diversified 
dependable suppliers with 1986 sales of over ten billion dollars. - 
__ From heavy machinery to microtechnology, from aerospace 





























YJ HEN you first handle a Patek Philippe, you~ 
become aware that this watch has the presence 
of an object of rare perfection. 

We know the feeling well. We experience it every time 
a Patek Philippe leaves the hands of our craftsmen. 
You can call it pride. For us it lasts a moment; for you, 
a lifetime. 

We made this watch for 
you -to be part of your 
life - simply because this 
is the way weve always 
made watches. 

And if we may draw a con- 
clusion from five genera- 
tions of experience, it will 
be this: choose once but 
choose well. 

A Patek Philippe — 
because it's for a lifetime. 


PATEK PHILIPPE 
GENEVE 


Service Centre: FAIRFIELD ENTERPRISES LTD., Room 8O9, Wing On Plaza, Mody Road, 
Tsimshatsul East, Kowloon. Authorized Retailers. HONG KONG, BASEL WATCH CO. LTD: 

33, Queers Road. Central - CHOW TA! FOOK JEWELLERY CO. LTD. 29, Queens Road, Centrali 
and 44, Queen's Road, Central - ELDORADO WATCH CO., ITD. 60, Queen's Road, Centrat 
LANE CRAWFORD UD. 70. Queens Road, Central ~ SHUI HWA WATCH CO., LTD. 50, Des voeux 
Road, Central. KOWLOON, CHINESE ARTS & CRAFTS (HKJ LID. 30, Canton Road ~ EMPEROR: 
WATCH & JEWELLERY CO. UD. 81 Nathan Read, Ground Floor - GENEVA WATCH CO. 
648, Nathan Road — Ki FOOK GOLD & JEWELLERY (KLN) CO. tTO., 118-130. Nathan Road - 
LANE CRAWFORD LTD. ninsula Hotel, Arcade — ZURICH WATCH CO. LTD, 35, Nathan Road: 
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| being met. Fred Tromp, who heads the 
-air-control group, predicted it might 
“take between five and 10 years to 
_ | achieve these standards. 
| ~ Like the exemption for existing fac- 
‘| tories under water-pollution legislation, 
| existing smokestacks cannot be closed 
| down because of the change in stand- 
- ards. Chung said this exemption is not 
only to lessen the resistance of i 
=< | but also for practical reasons. Refitting 
- | -existing plants with anti-pollution de- 
| vices is costly and often inefficient. 
| Further, the EPD has limited enforce- 
_ | ment powers’or methods for stopping 
= | harmful air pollution. Until amended 
regulations took effect in October, the 
| EPD did not have the power to reject an 
_ | application for a chimney regardless. of 
what would be coming out of it. ` 




















‘ ing from Hongkong’s 5.6 million 
RA ople, its factories, its 500,000 pigsand 
| 7 million chickens flows more or less un- 
s treated into thẹ South China Sea. In 


g ee pè lap 
| ongkon, w on the assumption 
-thatthe sea Lolitas with all that. Itis 
~~ | an assumption that pg the govern- 
|. ment’s decision not to build much of a. 
_. | -Sewage-treatment system. ' 
Sr Now, patches of polluted water dot 


- | HK$10 billion (US$1.28 billion) should 
+ |» be spenton sewage treatment. The gov- 
_-ernment does not know whether it can 
“| afford such an expensive outlay. Al- 


| though:a tentative, 10-year capital plan. 


~ | has been devised, the funds have not 
| beencommitted. _- net 
| “The: solution to pollution is dilu- 
- tion,” has long been a favourite jingle of 
| those in charge of disposing of Hong- 
kong’s liquid wastes. Thanks to the ter- 
ritory’s. geography ‘— mostly islands 
scatt in a vast, movi of sea- 
water — it has been possible to rely on 
|. the sea’s natural processes for sewage 
|. treatment — and to save the enormous 
_. | amount of money many other cities 
~ | have had to spend on elaborate infra- 
+ |“ structures to dispose of effluent. -- 
| . Yet, the sea needs a bit of assistance 
_ | in the form.of long, submarine pipes to, 
_. | bring effluent out far enough into the 


| ocean so that waste is rendered harm- _ 


oe . less through dilution. Hongkong has not 

< -| laid such pipes. Instead, most outfalls 
= | dump effluent directly fromthe closest 
= | sea wall or beachfront. From these 
- |. pipes flow a mixture of.human, indus- 

Bs: and animal effluent. 
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-| ‘Dilution’s the solution’ 
~ | The government depends heavily on the sea to disperse effluent 
P. i Es: day the liquid effluent emanat- - 


| Victoria Harbour alone, the daily dose . 


__ |. the South China Sea, harming marine . 
A and human life. And waste-manage- | © 
* | ment experts have concluded that- 


' the effluent 


ony ‘Further, there is a'simmering debate” 


oa he 


Some tough new legislation is neces- 
sary, said Tromp, if several of the sys- 
temic causes of air pollution are to be 
tackled. For example, the of fuel 
used in factories needs to be improved 


_so that there would be a decrease in the 


emission of sulphur dioxide. In addi- 
tion, vehicle emission standards should 
be tightened so that Hongkong does not 
become a manufacturers’ dumping 
ground for vehicles without anti-pollu- 


| tion devices. Further, Tromp said the 


government must decide whether to re- 


„quire vehicles'‘to use lead-free petrol. 


Pollution control is always a trade- 
off; said Tromp. “In the pies, apr hse’ 
text, we aren’t doing too badly. I think 
the government is getting more con- 
cerned about pollution because the peo- 


ple who live here are getting more a 


cerned about it.” 


‘among environmental specialists about 
just how much untreated effluent the 
sea can handle, regardless of the level of 
dilution or how far out submarine pipes 
might extend to carry off the waste. 


“Under pieren, de effluent disposal 
a 


scheme, industrial waste is required by 
law to flow directly into the public 
sewerage system. Many scientists are 
worried about the long-term impact on 
water quality if industrial wastes con- 
tinue to be dumped into the seawithout 
substantial organic and chemical treat- 
ment, 

“When Hongkong was growing, 
there were so many other priorities for 
public money, like housing and roads, 
sewage treatment was at the bottom of 
the list, and the government just figured 
the sea could take it,” said Paul Holmes, 
the Environmental Protection Depart- 
ment’s (EPD) principal environmental 


} protection officer for water. “The sea. 
¿can take a lot, but only if it is done cor- 
“rectly.” 


` It was'only in the 1970s that some 
treatment facilities were constructed. 
“At present, there are only five primary 
treatment. plants, which organically 

urify effluent at a minimal level before 


it is discharged into the sea, and there. 


are four secondary plants, which organi- 
cally and Aad mA wastes to-a 


higher level of purity. Hongkong also 
has. 10 preliminary treatment plants, 
which merely screen large flotsam out of 
fore it flows into the sea. 

- Slowly, the Hongkong Government 
and residents are feeling the conse- 
quences of inadequate sewage treat- 
ment — especially the failure to con- 
struct submarine pipes to carry effluent 
further away from Hongkong’s shores. 
Several beaches have been pens off- 
limits for bathing because of a danger- 
ous concentration of untreated effluent. 
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micro- 
biologist, I. J. Hodgkiss, found that the 
water at Repulse Bay, one of Hong- 
kong’s popular beaches, was 52 times 
more polluted than the safety standard 
set by the European Community. 

Further, large concentrations of 
effluent in séveral of the territory’s 
waterways — such as Victoria Harbour, 
Tolo Harbour, East Kowloon and the 
Lamma Channel — have created pre- 
carious environmental conditions whi 
threaten marine life. 

In recent years, the government has 
devised plans to upgrade the sewage- 
treatment system in an attempt to com- 
bat the growing problem of water pollu- 
tien. Almost all of those plans have en 
‘phasised the construction of more sut 
marine outfalls. Only two additional 
primary. treatment plants and three 
secondary plants have been included in 
future capital-spending schemes. 
' The government's largest approved 
project for expanding sewage treatment 
is the Northwest Kowloon Plan, which 
will gather together all of the sewers’ 
‘outfalls in northwest Kowloon. Those 
outfalls are the major contributor to 
water pollution in Victoria Harbour and 
Lamma Channel. The HK$600 million 
oS pag is expected to be completed in 


A University of Hongkon 


If the waste-management specialists 
in the EPD could have their way, 
HK$10 billion would be spent over the 
next decade to implement a territory- 
wide blueprint for sewage disposal 
which calls for the construction of more 
treatment plants and submarine out- 
falls. Most officials doubt that the 
blueprint will be implemented. 

— Margaret Scott 
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ustry and vehicles reside 





: pul ons to coL a 's | with the EPD; With the Air Pollution 
m The Buildings Ordinance, hich re gi ‘Control Ordinance’s passage last year, 
` quires factories to deposit fast Holmes pararta there was a ‘need for | the EPD has created an air-policy group 










in the public sewer system, also is not | the pollution unit. And slowly, officials | and an- air-control group, standards 
enforced, officials say. And even if it | from both departments said, there has | have been set and the department is 
was, Stokoe said, it is a cumbersome law | been increasing cooperation, with the | now devising enforcement plans for a 
because of the complexity of what fac- | BLD unit making some progress in per-. section of the territory. 
tories are required to do — depending suading factories to re-route illegal dis- | Hongkong’s overall air quality was: 
on where a building is located, what | charge pipes. ‘comparable -to London’s, -Franklin 
kind of building it is and how itis used, e pollution unit started in: the | Chung, of the policy group, said. But in 
Together, the ordinance and lease arts of Hongkong — in the warrens of 
conditions provide weak weapons for ighrise buildings where factory owner 
controlling pollution, as the govern-. and families compete for space — the 
ment has acknowledged in numerous air people breathe is a health hazard. 
reports. However, given the resistance The accumulation of fine dust, called rë- 
of industry, few predict the creation of a ; 
unified and potent set of environmental 
‘Tegulations. : te posed. y Hongkon poor air 


This fine dust is created by const 
O nits side BI D officials scoff a atthe 

















T ‘tion work, the government's three g 
ability of PD to tackle pollu- | Tuen Mun area of the New Territories, | bage incinerators, reclamation 
tion, In December 1986, the BLD staked | targeting some 60 factories which are | and the fuel used in factories. Hon: 
‘own claim to the role when it created | violating the Buildings Ordinance. So | kong’s level of carbon monoxide, 90 
_- \ine-person pollution unit to identify far, 23 factories have replaced illegal | of which comes from auto emissio 
the largest water polluters among pipes, which had been dumping wastes | also poses a hazard. 

Hongkong’s factories. The BLD’s A. B. | into ‘storm. drains, with legal pipes, |. Internationally, there are two com: 
Lawrence said the unit was created be- | which connect with the sewer system. mon sets of air q lity, standards whic! 
cause the water-control measure had no The unit also has identified 13 fac- help determine ptable emissi 
teeth and the EPD had no enforcement | tories which need to install some sort of | from © smokestacks and- vehicles: 
powers. It would be the jobofthe BLD, | pre-treatment system, because. the | tough, stringent welfare standard, an 
through the pollution unit, to control | waste water does not meet standards for | the health standard. Hongkong has cho- 
water pollution, Lawrence said. dumping into the public sewersystem. | sen the health standard. In the two air 

Holmes and Stokoe said the pollu- In the area of air quality, all govern- | control zones so far created — which en- 
tion unit was an attempt to wrest back | ment efforts to enforce controls on pol- | compass 70% of the territory’s popula- 
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ngkong and most. existing 
s are exempt. For new indus- 
ys Franklin Sains of the EPD’s 
policy group, there is an estimated 5- 
addition to the cost of a plant 

incorporates processes- that 
ssen the: level of air pollution to 
Meve compliance with legal stand- 

s: 

‘There are. 48,000 factories in Hong- 
ong, and industrial waste water is one 
the biggest:contributors to the terri- 
ry's deteriorating water quality. Be- 
ise the blueprint for water-pollution 
control exempts existing factories from 
the more stringent standards that have 
been devised, the government faces a 
ifficult problem with existing factories. 
‘Between 75% and 90% of factories in 
Hongkong are dumping in-violation of 
e law,” said Michael Stokoe, EPD’s 
Principal environmental officer for H- 
id and solid waste control. : 
»Stokoe~ said factories are. either 
umping in the wrong place, or they are 
lumping untreated and harmful waste 
such as chemicals or dyes. The most 
common violation factories commit, he 
said, is a failure to connect their dis- 
charge pipes to the public sewer system 
as required by the Buildings Ordinance. 
No factory has-ever been taken to court 
for dumping: harmful waste water, he 






Since its elevation intoa department 





markets. ` 





deposited in a bank account. 






“highest return of the market. 









.. the initative, 




























-Invest-Loan 


_ Jyske Bank offers you the possibility of greatly 
-increasing the return on- your capital, 


< An Invest-Loan is the latest form of investment which gives you 
even more possibilities for investment on the international 


The advantages are obvious: You borrow 4 times the amount. ‘ 
which you have invested in an 'Invest-Loan” > > 
and the total amount is then invested in foreign securities or 


. Jyske Bank’s Invest-Loan enables investment in the best 
< quoted securities, or bank accounts, so that you obtain the 


It is a question of mutual confidence - on favourable terms. 
Of course there is a reason why so many people, during the past 
20 years, have obtained a steady return > with-Jyske. Bank:taking 
Take a step towards an Invest-Loan - start with the coupon. 
Please return the coupon today for further information. 


last year, the EPD has been charged 
with devising policy and then enforcing 
those policies in regulating. the sources 
of water, air and noise pollution, Its 
budget for the 1987-88 fiscal year is 
HK$82.6 million. It was HK$22.8 mil- 
lion in 1985, the last year it was an 
agency. The number of EDP employees 
has soared from 122 to 356, and mem- 
bers of the staff say the department has 
grown so fast that it has trouble training 


new staff while trying to cope with its 
broader responsibilities. 

However, in the area of water pollu- 
tion, the EPD’s enforcement powers re- 
main limited to the water-control ordi- 
nance, which only applies to Tolo. Reg- 
ulation of the rest of the territory. re- 
mains with the Buildings and Lands De- 
partment (BLD): This has given rise to 
a battle between the departments over 
which will be the environments protec- 
tor. The EPD is new and is resented, 


Holmes said, because part of its works | 


pointing out,.at best, the failure of the 





| ways. that the government supposedly 





` nance. For a factory, for example, the 


“was an open secret that the BLD would 









































BLD to do its job and, at worst that it 
is corrupt. wry ia 
» “There is nothing we can do but 
identify the problem,” Stokoe said, 
adding that the EPD has refrained from 
trying to apportion blame. or uncover 
wrong-doing on the part of the govern- 
ment. “In Hongkong problems are ig- 
nored — everything is all sweetness as 
long as everything is covered up.” ==> 
While Hongkong does not have a 
huge chemical industry, there:are numer- 
ous polluting and toxic substances re- 
leased from many~of the territory’s 
factories. Among the most serious pol- 
lutants is cyanide from metal works, oci 
Apart. from the new water-control 
zone.in.Tolo Harbour, there are two 





monitors waste disposal: through lease 
conditions and the Buildings Ordi- 





lease conditions will describe the terms 
of proper waste disposal: But lease co~ 
ditions are very seldom: followed; 1 


‘stead, factory operators jury-rig pipes 


so they flow directly into the closest gut- 
ter, storm drain, stream or harbour. 
The BLD, which is responsible for 
enforcing lease conditions, turns a blind 
eye, EPD officials say. Stokoe said. it 


not re-enter a site because someone was 
breaking the lease conditions. There 
has never been.a case of a factory being 
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measures that do exist... ` 


» No one knows what is being dumped 


into the territory’s waters.-Industry for. 


the most partis unmonitored and un- 
regulated. Between. 75% ‘and; 90%. 


of Hongkong’s: factories : 


g's. factories -are ‘illegally 
dumping liquid wastes... T 


» Hongkongs- ‘deteriorating = water, 


quality, which is and has for a long time 
been a health hazard, is largely the re- 


sult of the government’s inadequate: 


public sewage-treatment system. There 
are only four. secondary 


‘-om densely. populated areas — and 
ve primary treatment plants: : 

» The air quality standards which have 

been set by the government fall below 


standards ‘used in both the US and: 


Japan, and the Hongkong Government 


lacks enforcement powers to impose its. 


standards. Further, the government has 
not strengthened its vehicle-emission 
standards since 1974, despite a worsen- 
ing carbon monoxide problem directly. 
related to.vehicle emissions. ok 


t is in Tolo Harbour that the great- 
est environmental efforts are taking 
place as the showcase of the govern- 
ment’s desire to'do something about. 


water pollution. But to many, Tolo Har- 


bour is also a showcase of the mistakes 


Hongkong has made in juggling econo- 
mic growth. and protection of the envi-_ 


ronment. Since the Water’ Pollution 
Control Ordinance went into effect'ear- 


lier this year, after six years of study and. 
drafting, Tolo became the territory's. 
first body of water in which industrial: 
wastes are monitored and in which new 
industries will be subject to. discharge - 


standards. ; 

However, to avoid resistance 
industry, the government agreed to 
review the implementation of the ordi- 


nance in Tolo next year and then decide. 


whether the water pollution control 
measures should be. gradually applied 


territorywide. Representatives from in- ~ Tay ae 
-| was inadequate, regulations for indus- . 
“trial pollution were slack and-there was 


dustry will take part in the review. . 
_ Lawrence Mi ; 
of the Hongkong Federation of Indus- 
tries during the prolonged drafting of 
the ordinance, said it was crucial for in- 


dustry to have the ability to review and- 


comment on the EPD’s actions in Tolo. 
“We want to see what. this ordinance.is 
going to cost,” Mills said. “The govern- 
ment keeps saying it won’t cost, but we 
‘are not-so sure. We want.to see what 
thosé costs are before this thing goes 
territorywide. We don’t want to be 
priced out of the market.” 

` The ‘countryside surrounding Tolo 





keted, and industry was wooed to the 
“harbour’s side. Tolo has had to absorb 


‘coming extinct and the water quality 


tate and was orchestrated by the govern- 





‘and urban planners who have studied < 


“treatment | 
plants, all in the: New Territories — far 


from} 





lls, executive director. 


“government, most agree that the long- 


- lid. and that. next year’s review 





“pa nt. powers to prosecute indus- 
‘tries which are discharging illegal waste 
‘| water, Reed said the chances of exercis- 
ing those powers are slim. “We. are 
under probation in essence and we 
won't do anything that will give cause to - 
alter or scuttle the ordinance because, — 
for all its faults, it’s all we have,” he. 
said.. 
“Its a bad ordinance,” said Paul 
Holmes, the EDP’s principal environ- 
mental officer who is charged with im- 
plementing it. “But it is the only thin 
we could get, so we will have to wor 
with it. What we really need is legisla- 
tion :to:- give us some. enforcement 
` strength and an overall approach, but I~ 
don’t think we will get it.” eee 
_. What the ordinance will do is create . 
a licensing system for all factories that 
send out liquid waste through ‘pipe 
This will enable the government to take 
‘an inventory of what is being dis- 
charged. New. industries — but’ not 
existing ones — will be forced to comply 
with discharge standards in order to ob; 
tain a licence. .~ pn 















decade, Tolo Harbour went from pris- 
tineto polluted. The population skyroc- 



































































the-waste; now its fishing villages are be- 


ranks among the worst in the territory. 
-Some have called the development’ 
of Tolo an experiment gone awry as 2 | 
result of inadequate planning and regu- . 
lations. Development in the area came 


vastness 


ment. And; say ‘ari array of scientists 





Tolo, the lessons learned elsewhere 
were not applied: Planning did not in- 
clude: environmental — considerations, 
capital spending on sewerage treatment 





Ho Chiu of the Hongkong: Pro- 
ductivity Council — the non-profit 
organisation. founded by the gove 
ment that will conduct next yea 
review. of how industry around Tolo is. 
affected by the ordinance — said indus- 
try had made too much of the potentia 
financial ill-effects of pollution control. 

“The point must be made that e: 
ing factories are exempt. The cos 
existing factories will be nil,” he said 
“Also, when, people talk about how 
much this is going to cost industry, it 
must be remembered that it has been. 
seven years since the governmé 
started on this legislation and very lit 
headway has been made.” At best, th 
existing level of pollution in Hong 
kong’s waters will be stabilised when the 
water-control standards become ter. 
ritorywide. aan 

It is impossible to work out the exac! 
_cost to new industries for adapting their. 
processes to meet the new pollution. 
standards, Chiu. said. For most fac 
tories, meeting. the standards. simply. 
means running their pipes into the pub- 
lic sewer system. For factories ‘with. 
: harmful wastes, a pre-treatment plant: 
may be required. oo 

A metal-making factory at an indus-’ 
trial park on the banks of Tolo Harbour 
for example, recently installed a pre 
treatment plant for its liquid waste. It’ 
cost about HK$300,000 (US$38,500) to. 
build. The operating costs amount t 
. about 0.1% of the monthly operating 
‘costs of the factory. On average, Chiu 
said, constructing a new factory in a way: 
that would meet standards would prob- 
ably add about 3%:to costs. ie 
~ - Since. 1986, when the. Air Pollution 
‘Control Ordinance took effect, the” 
EPD has attempted to gauge the cost to- 
industry for meeting air pollution stand- 
‘ards, There are 10,000 industrial chi 








a failure to enforce even those. — 


Now the government: hopes to sal- 
vage Tolo. However, inside and outside 


awaited water-control ordinance‘is pal- | 
as 
¿placed re: ts on its enforcement 
now. Stuart Reed, head of the EPD, 
told the REVIEW: “We are going to have 
to be very careful. We will have to act 
very reasonably and not seem to be ask- | 
ing too much of industry.” 00e = 
While the ordinance gives Reed's de- 








































































levelop enough clout. to: influence 
policymaking — a belief now widely ex- 
yressed by Indonesia’s younger genera- 
ion of politicians.as the government 
srepares the outlines of state policy for 
the next five years: Until now, in keep- 
ng with the government's policy that 
al parties should be deterred from 
sing issues, the function of the 
en loosely interpreted as a 
l of development.” 


ing sway within Golkar recently 
merged at the group's third plenary 
ession, held in Jakarta in mid-October. 
ading Golkar- official and former 
y general, _ Maraden Panggabean, 

‘that Golkar needed to consolidate 
; independence. Calling for what he 


Golkar, the armed: forces and the 


duction in Golkar’s dependence on 
i miliy, He said that during this 


past they had actively sup 
kar — the implication being that 1s 
ups’ 73% majority at the polls was 
ved-without its traditional depen- 
é on military support. In fact, the 
ed forces did support Golkar at the 
ct and sub-district level, 


urther sy for a more indepen- 
dent Golkar came from Home 
er Supardjo Rustam. Addressing 
i plenary session, Supardjo argued 
that to develop more democracy inside 
well.as outside the organisation, Gol- 
ar needed to give priority to develop- 
ng cadres. 
Golkar claims a current membership 
f 25 million, of which 30% are said to 
ict as’ cadres. However, it is not clear 
that role Golkar cadres are to play. If 
he aim is to build up a party structure 
rom the grassroots level, it would 
suggest a move away from the govern- 
_ment’s “floating-mass” concept, which 
scourages. political activity at the vil- 
age level except during elections. 
While elements within Golkar and, it 
is suggested, also the armed. forces, 
ant to transform the group into a 
orking political party, this begs the 
uestion of why- they shoul 
rt from- a successful formula . for 
winning elections and run the risk of 
politicising the population. One su “ps 
ion is that President Suharto himse 
avour of a stronger Golkar, more ae 
momous from the armed forces and 


oundswell of 
opinion in favour of the’ evelopment of 
nore effective political institutions in 
ndonesia. Much of this stems from the 
ew generation involved in politics. The 
uestion that remains to be answered is 
hether the Golkar progressives are 


















lished practices in new clothes. 


ed “more coordination between 


reaucracy,” Panggabean hinted at a ` 


POLLUTION 





Dirty pearl of the Orient 


‘Government is unwilling to confront industry over waste s dumping 


By Margaret Scott in Hongkong 
A’ first, the. pig farmers assembled 
outside Hongkong’s Legislative 


Council on the night of 14 October had. 
simply gathered to show their opposi- - 


tion toa law designed to cutb water pol- 
lution from animal wastes: But-when 
the law was passed, the:1,300 farmers 
turned into an angry mob. “They sur- 


rounded Governor Sir- David Wilson’s - 


limousine .as he. tried to drive away, 
pounding their fists on the roof. Scuffles 


broke out as the. police moved in; more- 
than an hour and several i injuries later, - 


the fracas ended. 

That night, pollution and what the 
Hongkong Government is doing about 
it, became an At fractious issue: Ac- 








de- > 


enuine changes to the system: 
; aiming to dress up well oa : 


cording to the armers, they. are being 



























HONGKONG’S SEWAGE 


DO ATMENT 


singled out and unfairly penalised by a 
government anxious to:show it is tackl- 
ing-the territory’s growing pollution 
pa tion Industry goes -on S, 
they complain, while they are about to 
lose their livelihood because, : politi- 
cally, they are an easier target.” 


A livestock association here- Claims: 


that 90% of the territory’s 6,000 animal 
farms will be unable to meet thé legisla- 


tion’s animal-waste standards, which — 


will be introduced. over the next 10 
years. The government, which claims 
that only 30% of the farms will close and 
has devised a compensation scheme, 












“says pig farms must be removed from 
urban a 


altogether. and cannot goon 
their current rate, 











Most of the angry fariei come „from 


‘hillsides: surrounding Tolo; Harbour in 


the northeast of Hongkong’s New Ter- 
ritories, a testing ground for the govern- 
ment’s. attempts to control water pollu-. 
tion. Tolo Harbour has become a sym- 
bol-of' ah ope s deteriorating water 
qan e most visible of the terri- © 
*s environmental problems, which 


ine ude worsening air quality. 


Robert Keene, principal of Hong- 
kong Polytechnic’s Centre of Environ- 
mental: Studies, said the approach: to. 
controlling pollution in Folo. Harbour | 
illustrates an. underlying problem: th — 


.government is unwilling to confront ir 


dustry. There is no doubt: that animal 
waste is a severe pollution problem, he |. 
told: the Review. But while. 
industrial and human waste 
contribute more to Hong- 
kong’s problems, the govern- 
ment has placed the harshest- 
burden for curbing. pollution 
on farmers. 

The pig farmers’ ‘complaints 
of being singled out come as 
the government has ta 
talking about its commitment 
‘to ensurin hee 's en- 
vironmenta health. W ilson, in 


e oF itory 
speech, gave assurances that 
the government recognised the 
severity of Hongkong’s water 
and air pollution and was de- 
termined to combat it. 

What had been an agency 
became the Environmental 
Protection Department (EPD). 
in 1986, and its annual budget 
has almost: quadrupled in two 
years. Several substantive anti- 

lution measures —- includ- 
ing the plan to. curb: animal 
| waste — have. been passed. 








one Yet, echoing the lament of the 
: pig farmers, who claim industry is being 


coddied while they pay, an assortment 
of environmental specialists both inside 
and outside the government describe 
the following serious deficiencies in pol- 
tution-control policies: 

> All existing industries are exempt 
from the two strongest. anti-pollution 
measures: regulations that went into ef- 
fect on 2 October that require licences 
and set standards for 23 types of indus- 
try labelled as the most serious air pol- 
lutors; and the Water Pollution Control 
Ordinance, which so far only applies to 
Tolo Harbour. Under the water-pollu- 
tion measure, existing factories are not 
only exempt but are allowed to increase 
their discharge of waste) ater by Mx. 
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of the south were attacked, led to the 
proscription of the JVP. Wijeweera 
went underground and, despite an in- 
tensive manhunt, has remained at large. 
But both the JVP and an offshoot, call- 
ed the Deshapremi Janatha Peramuna 
(DJP — Patriotic People’s Front), have 
been gaining strength, particularly in 
the universities and in Southern pro- 
vince. Intelligence officials are con- 
vinced that the JVP took advantage of 
recent anti-peace protests organised by 
the SLFP and some other opposition 
groups to create violence and attack 
government-owned property. 

Jayewardene has alleged that a link 
exists between the JVP and the Libera- 
tion Tigers of Tamil Eelam (LTTE), the 
dominant Tamil guerilla group. He 
claims that the alliance, formed to at- 
tack the government and the majority 
Sinhalese, developed a strategy to in- 
tensify Tamil terrorism in the north and 

st so as to tie up security forces. 

The JVP hoped that once govern- 
ment forces were bogged down in the 


A woud > g 
Tamil defenders head for forward positions in Jaffna. 


predominantly Tamil north and east, it 
could start its own violent activities in 
the rest of the country, Jayewardene 
told an 8 October meeting of the gov- 
ernment parliamentary party. 

But with the signing of the recent 
peace accord aimed at finally ending the 
country’s chronic communal violence, 
the situation changed dramatically, and 
terrorism in the north and east came toa 
halt. With the Indian forces deployed in 
areas where Tamil separatist insurgency 
had raged (REVIEW, 5 nor: the gov- 
ernment was able to move a large num- 
ber of troops south to fight the JVP. 


hwarted, the JVP retaliated with di- 

rect attacks on the government and 
the UNP, Jayewardene told his MPs. 
“Acts of terrorism which were never ex- 
perienced in the south were happening 
daily,” he said. However, he is confi- 
dent that if the Indian forces succeed in 
their task of disarming the LTTE in the 
north and east, ending hostilities there 
and maintaining law and order, Co- 
lombo can then use all of its forces 


in the south to deal with the JVP. 

Jayewardene bitterly condemned 
the SLFP for not acting as he did when 
Bandaranaike was faced with the 1971 
insurrection. He said that he, as leader 
of the parliamentary opposition then, 
gave Bandaranaike full support to quell 
the insurrection and prevent the over- 
throw of the government, elected by the 
people. But the present SLFP leader- 
ship, Jayewardene alleged, having clan- 
destine contacts with the JVP and at- 
tempting to provoke the people against 
the peace accord, suggested “that they 
have no concern for the loss of human 
lives.” 

Bandaranaike and her son, Anura, 
have rejected the charges of an SLFP- 
JVP link. “We have no alliance with the 
JVP, nor do we encourage them to vio- 
lence,” Mrs Bandaranaike said in a 
statement. The SLFP has hammered 
away on the theme that it was the UNP 
who released the JVP leadership from 
jail. “Who released them?,” asked 
Anura Bandaranaike in a recent par- 





liamentary speech. “After we locked 
them up, you released them.” 

But the younger Bandaranaike has 
publicly appealed to all anti-UNP 
forces, including the JVP, to unite. He 
maintains that the JVP must be taken 
into the political process, but only if it is 

repared to renounce violence. The 

LFP and some of the other opposition 
parties have also been needling the gov- 
ernment by alleging that there is no 
equity in treatment between the Tamil 
terrorists of the north, on the one hand, 
and the Sinhalese terrorists of the south, 
on the other. While many Tamils have 
been granted amnesty and released 
under terms of the recent peace accord, 
Sinhalese continue to be detained, they 
point out. 

The UNP, too, would like to get a 
non-violent JVP into the political 
mainstream, and Premadasa has pub- 
licly offered it an olive branch. The gov- 
ernment says that, despite JVP vio- 
lence, it is willing to admit it to the 
mainstream provided the party gives up 
its arms. o 





INDONESIA 


The Golkar 
progressives 


Ruling group elements seek 
strengthened political party role 


By Michael Vatikiotis in Jakarta 


lements within Golkar, the ruling 

“functional group” in Indonesia, 
are trying to introduce changes in the 
structure of the organisation in a bid to 
strengthen its role as a — party. 
However, the proposed changes, evi- 
dently aimed at “democratising” the 
party structure — by virtually reproduc- 
ing the US principle of electing party 
delegates who then select candidates to 
stand for office — has met with opposi- 
tion. As a result, Golkar is now de- 
veloping into two camps; one progres- 
sive, the other conservative. 

The changes are said to involve the 
election of kabupaten — regency-level 
party officials, or delegates, who would 
attend regional party congresses. These 
congresses would then initiate the na- 
tional congress and have a say in elect- 
ing the party leadership. In the past, 
delegates were pre-selected and sent di- 
rectly to the national congress. Golkar 
sources told the REVIEW that regional 
congresses are to be held between June 
and September next year, leading up to 
the national congress in October, at 
which the term of office for the current 
Golkar leadership expires. 

Numbered among the progressives 
is Golkar Secretary-General Sarwono 
Kusumaatmadja. At 44, Sarwono is a 
leading civilian figure in politics who is 
known to favour a liberalisation of the 
political system. At the time of Sar- 
wono’s election as secretary-general in 
1983, Golkar had just introduced the 
concept of individual membership of 
the group. 

Until then, Golkar was a vaguely de- 
fined institution consisting of 291 or- 
ganisations. The largest of these in- 
volved either the bureaucracy or the 
armed forces. Sarwono has said that the 
concept of individual membership did 
not appeal to these organisations be- 
cause of the threat this posed to them. 

For example, the military-sponsored 
union organisation, SOKSI, originally 
set up to counter communist influence 
in the 1960s, is one of the original com- 

nent functional groups of Golkar. 

ut as more of its members become in- 
dividual members of Golkar, the less 
important it becomes for them to be 
members of SOKSI as well. 

Conservatives now fear that by 
democratising the party structure, Gol- 
kar will become more autonomous from 
the bureaucracy. But the progressives 
argue that Golkar should in future 
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d would only be able to: survive for 
about 10 days before having to fold. 
The bi-weekly Watan has less of a na- 
tional profile. Founded in 1977 by re- 

ired Umno MP. and. former education 
minister Tan Sri Mohamed Khir Johari, 









































this practice. when its English-speak- 
ing reporters left for better pay. else- 





ow solely owned by Khir, the Ma- 
lay tabloid was the only newspaper 
© give the opposition Parti Islam (Pas) 
space for its views after Pas’ disastrous 
erformance in. the 1986, general elec- 
. Its circulation of 70,000 reflects 
th an urban and rural.readership, but 
the trade it has a reputation of print- 
ng information that others would. not 
ouch. 
~ Mahathir has often pointed out that 
has allowed a lot more press freedom 
nd approved several new publishing li- 
cences:in his:tenure. But many of these 
_ publications are actually light reading 
nddeal: more with pop music and films, 
ootball and sex scandals... > 
_ «<n retrospect; Mahathir had perhaps 
_ given a warning that went. unnoticed. At 
he night of the annual press awards on 
~19 September, he delivered an unusu- 
_ally brief, conciliatory speech, acknow- 
_ledging those who had contributed to “a 
level of cooperation that we can both be 
_proud of” but added that there were.“a 
few exceptions.” The departure. from 
usual long tirade against the. press 


























1 attitude —. Mahathir was fed up and 
lad stopped scolding. and could well 
ave been hinting that he was consider- 
ng otheraction; ~ o 6 sono 
-= Should the licences: be restored, all 
hree newspapers will emerge cowed by 
their experience. Self-censorship will 
only enhance directives resulting from 
“any new.ownership structures. In com- 
parison, the. foreign press will look. in- 
creasingly provocative and insensitive. 
More importantly, other local news- 
ers-will. have read the -warnings 
drawn from the perimeters.of 
indep t- journalism. Since -the 
weekend of 3-4 November, the NST al- 





















ready attests to this, carrying mostly | 


police ; 


mment official releas 
_on the detenti as 


iow losing M$124,000.a day 








hould have signalled a dangerous shift. 


SRI LANKA 


Terrorists in the south 
Sinhalese militants step up violence against the ruling party 


| By Manik de Silva in Colombo 


Şi Lankan President Junius Jaye- 
wardene has been speakingout pub- 


licly on: the -destabilisation caused in. 


majority Sinhalese areas in the south by 


the outlawed. Janatha Vimukthi Pera-: 


muna (JVP — People’s Liberation 
Front). And he has accused the o ‘pest 
tion Sri Lanka Freedom Party.(SLFP) 
of former prime minister Sinma Ban- 
daranaike of clandestine links with the 
JVP and, in a recent interview with the 
The Times of London, admitted that the 
JVP campaign had weakened him. 

“My ministers, my candidates, my 
MPs, the whole party is rocked by that 
-They are in ted of their lives... A 
few more deaths, and my party will 
break up . . . I can’t deal with it in a 
democratic way,” Jayewardene told the 
newspaper, complaining that a number 
of JVP members arrested by the police 
were being released by the courts... < 

Official figures tabled in parliament 
suggest that there. were 17 “political 
murders” in the month ending 15 Oc- 
tober. During the same period, the fig- 
ures indicate, there were 11 firearms 
robberies: The JVP is believed to be re- 
sponsible for arecent attack on the Co- 


lombo headquarters of two of the coun- 
-try’s old leftist parties — the Moscow- 


aligned..Communist Party and the 
Trotskyist: Lanka Sama -Samaja Party, 
both of which support. the Indo-Sri 
Lanka peace agreement. — 3 

The prime suspect for the 18 August 
assassination attempt on Jayewardene 
and Prime Minister Premadasa is a JVP 


activist, who is still at large. Jayewar-. 


dene and Premadasa narrowly escaped 
death when a grenade, thrown. at them 
by a terrorist, exploded in the parlia- 
ment building complex where they were 
attending a meeting of the government 
parliamentary party. An official and:a 


‚district minister were killed, and Na- 


tional Security Minister Lalith Athu- 
lathmudali was seriously injured. 
Most of the political murder victims, 


as Parliamentary Affairs. and Sports 


Minister Vincent Perera recently de- 


scribed them when presenting to the 
parliament a 30-day balance-sheet of 
violence that included 22 other victims, 
were minor functionaries and su 
ers of the ruling United National Party 
(UNP) . 


rt- 


However, two MPs have also. been 


killed. in the violence.. A few days before 
the. district minister died in the 18 Au- 
‘Saat grenade attack, asouthern MP was 


d-after a mob stopped his vehi- 
wn constituency. On 11:Oc- 
de was flung at another 








ninister in his electorate office, 








injuring his arm and shoulder, and seri- 
ously wounding an aide. 

Special security has now been pro- 
vided for governmment MPs, many. of 
whom carry personal firearms. Security 
around cabinet ministers has also been 
beefed up, and squads of machine-gun 


_ wielding soldiers are posted outside the | 


homes of some of them, in addition to 
regular police security. One govern-: 
ment MP quit his seat; he represented a 


constituency considered a hotbed of |. 


JVP activity. 

Every day the newspapers report al- 
leged J killings and arms gral 
Alongside are stories of anti-J VP acti 
ty by the police, usually arresting people 
with JVP. propaganda material. Gov- 
ernment leaders agree that many kinds 
of criminal. activity are easily heaped, 
with or without justification, on the JVP 


in the present climate. Still, there is no |- 


doubt that the movement is active -——~ | 
especially in Southern province —- and | 
that the government views with growing | 
concern the party’s gathering strength. | 

The JVP was responsible for launch- |- 
ing an abortive youth insurrection: in 


1971 against a united-front coalition | 


government led by Bandaranaike. De- 
spite the presence of both the Moscow- 
oriented and Trotskyist communist par- 
ties in that government, youthful JVP 
cadres attacked police stations in many 
parts of the country with home-made 
bombs and commandeered shotguns. 

Although the JVP had some initial 
successes, Bandaranaike, who obtained 
foreign assistance to deal. with the in- 
surgency, succeeded. in crushing it i 
two weeks. Thousands. of young peopl: 
lost their. lives in.the rebellion, and the 
leaders who survived were tried, con- 
victed and jailed by a criminal justice 
commission of Supreme Court judges. 

The UNP, on being swept to power 
in 1977, released JVP leaders on an 
undertaking that they would give up 
violence and join. the democratic politi- 
cal mainstream. Asked at the time what 
he would do if the group — which later 
received the official imprimatur of a rec- 
ognised political party — returned to 
the path of violence, Jayewardene said: 
“If they plan to do that, let them first 
find a place to hide.” 

JVP leader Rohana Wijeweera ran 
in the 1982 presidential election, finish- 
ing third. Although he trailed behind 
Jayewardene and the SLFP’s Hector 
Kobbekaduwa, Wijeweera was ahead 
of three candidates — including veteran 
Trotskyist leader Colvin R. de Silva. 
The: 1983 communal riots, in which 
Tamils in- the majority Sinhalese areas 
































| Press bans silence dissent and 


By Suhaini Aznam in Kuala Lumpur 
I its own way, each of the three news- 
papers the government shut down on 
| 28 October was something of a pace-set- 
ter. The issues they addressed and their 
comparative editorial independence 
made the country’s more conservative 
pro-establishment and dominant com- 

petitors pale in comparison. -~ 
All three newspapers — the English- 
| language daily, The Star, the Chinese- 
| language Sin Chew Jit Poh daily and the 

. Malay-language bi-weekly Watan — 
were given the same general grounds for 
the immediate and indefinite revocation 
of their publishing licences. Their ac- 
tivities were deemed “prejudicial to 

slic order and national security.” 

ither journalists nor politicians ex- 
pect the closures to be permarient but 
speculations about the length of the sus- 
pension range from as short as two 
weeks to a few months, depending on 
each publication’s next move. 

All three have or will appeal against 
the revocation. “They did it without giv- 
ing any reason . . . according to their 
| whims and fancies,” said The. Star’s 
chairman and columnist, Tunku Abdul 
_ Rahman, who as Malaysia’s first prime 
-minister and respected elder statesman 
has been credited with protecting the 
newspaper against government action 
before. “If we have done something 
| wrong, tell us what it is, we'll. set it 
-right,” he added. 
|, The already financially troubled Sin 

Chew Jit Poh will appeal on humanita- 
rian grounds, while Watan has taken the 
attitude that it will-use this time to reor- 


‘ganise its staff and take stock of its 


editorial direction. 


The press clamp-down was startling : 


-andon an unprecedented scale. Prid- 
ing himself on his liberal approach to 
the press, Prime Minister Datuk Seri 
Mahathir Mohamad used his occasional 
“fireside chats” with editors to point out 
` past faults and indicate the path he pre- 
ferred. Complaints had always been di- 


-| tected at editors, punishments were not 


‘meted out to the hewspapërs them- 

` sëlvės. - 
'. This. time the: axe fell without warn- 
ing. News of the closure was eclipsed 
only by the mass arrests of some of those 
very persons or groups who used to have 
some measure of voice in them, at 
least in The Star anid:the Watan. With 
the three publications went thi 

_ Sporadic outlets for Weste 

‘freedom or. independent - 
which is seen here'as blatant dissent. ` 

. ~ The clamp-down, left a vacuum. 

` Overnight, the Malay and English news 
diet for serious readers was confined to 










the English- language New Straits Times 
uage sister news- 


NST), its Malay- 





ireto cow others 


paper the Berita Harian and its two rival 
dailies, the Utusan Malaysia and the 
Utusan Melayu. All four are owned by 
the dominant partner in the ruling coali- 
tion, the United Malays. National. O 
ganisation (Umno), ‘through its in- 
vestment arm and indivi ual nomi- 
nees. ~ 

Chinese readers still had thë option 
of seven other newspapers competing ; 
for a readership of over 1.6'million, but- 
only ‘the largest-circulation Nanyang’ 
Siang Pau is considered a truly national 
newspaper andin the same league as Sin 
Chew. 

Given ownership restrictions and 
government pressure, Malaysian jour- 
nalists have develo a style that can 
only be called guerilla reporting writ- 


ing boldly when no one’s watching and 





government line when the heat is on. 


primand. 


sociation (MCA), a component of the 
ruling National Front, through Huaren 
Holdings, the MCA’s publishing i invest- 
ment arm. The Star’s Chinesé-language 
sister newspaper, the Tong Bao was not 
affected. Given that five MCA leaders 
were among those detained, it isnot in- 


also trying to teach the MCA a lesson — 


The Star to propagate the party ‘line, 
especially at election time. 





the onl y 
t 


Its “audited circulation figures almost 


siders estimate that the gap has furt 
| narrowed since then, so the longer The 


“tional newspaj 
itsi aims of! providing a multi-racial 


rushing for the protective cover of the’ 
the. boa 
This time, they got more than a re- 


he Star and the Sunday Star are: |} 
owned by the Malaysian Chinese As- - 
-riak policy: 


enough for the community but had. 
taken an editorial decision not to: get in- 





conceivable that the government ‘was f 


particularly since the MCA has used | 





In a:two-paper country, The Star is 
alternative for English readers. 


caught up with the NST’s at about | 
151,000 to 169,000 last July. Media in- 























ae Star datied asa | 
Penatig-based tabloid with even a “Page 
Three: Girl” — admitt lly clothed. It 
moved to Kuala Lumpur i 1977 retain- 
ing its ‘tabloid image, an off 


serious national newsp 
early 1980s. Calling 

paper,” it habitually 

_ ters and other victim 


corporate o 
government development programmes 


: yet-also devoted pages to cabinet pro- 
| houncements. 


and: inereasingly estab- 


r aspired. fo be a na 
t, it has fallen short of ` 


































forum: Asits circulation mounted inthe’ 


‘1980s, the MCA began to take a greater 


interest in the vehicle‘and consciously. 
not, The Star acquited a Chinese ima 
couched in Western: liberal. terms. fis 
coverage of the latest Chinese educa~ 
tion controversy (REVIEW, 29 Oct. ) was 
only an example of this.” 
or years, the Umn omina d 
` government has considered! ; 
Star as veering between mischi 
‘and troublesome. Inthe past 
several Malaysian Indians” hel 
. senior editorial positions on -thi 
‘newspaper, ‘the müch-repeat 
quip about The ei was that it was 



















aia still lakes the ibe seri 
ously. 
Speculation ` is rifei in. the trad 
that to régain ‘its licence The Star 
will ao, ak to restructure its 
ownership’ tọ include’ -a 30% 
bumiputra ae -— seriously 
sporadically pursued by Umno i 
1986 = giving the ‘party “a seat o 
and: probably putting a 
senior. Malay editor on the newsro m 
floor. Taa f 
“Compared. to the mo 
































: Nanyang Sia 


Poh: enjoy j 
; ¿Chew Jit Poh has 
criticised’ MCA. leaders’ for not doing 





volved in Malay issues —.1 
April's Umno - leade 
(REVIEW, 7 May). 

Unlike the party-owned M 

Pngiisty newspapers; the : tew 

is owned by Penang ousing 

valopar Datuk Lim Kheng Tt 
in fact already in. receivership for a 


month when its licence was. withdraw 
_as it owed the United Malayan Bankin 


Sh M$17 million (US$6.8 million 
a second-largest Chinese da 
Po lat 








TH SUCH A CLASSIC CUT AND LACQUERED BUTTONS 
IT COULD ONLY BE THE DUNHILL BLAZER. 







Everything that carries the Dunhill name has to be the best of its kind. It has to have a lasting 
beauty and be both useful and dependable. To this end the skills of the finest craftsmen are used to work the 
finest cloths, the supplest leathers and rarest metals. Dunhill has become a hallmark not just of 

inherent British values but of quality the world over. 





The Dunhill Blazer, A rolled lapel is a sure indication of classic tailoring, while the design of 
the lacquered buttons adds that exclusive touch, In fact, the cut of this blazer is such thar it can be worn comfortably 
on both formal or more casual occasions with total confidence. 





The simplicity of issuing 


The result is that we're able to 





Eurocommercial Paper and its strong appeal 
for investors have made it an increasingly 
popular source of funding. 

And the most important 
ingredient in its success has been 
its flexibility. 

A Eurocommercial Paper 
program allows you to expand or 
contract the amount of paper you have out in the 
market and, at the same time, offers investors a 
wide range of maturities. 





It's this flexibility that 
has helped to attract a broad base of 
investors willing to invest and to 
hold the paper until maturity. And 
that's the kind of investor that 
every issuer likes. 

So why turn to Chase? 

Because, through our global network, 
we can access a vast pool of institutional investors 
and high net worth individuals. 





And, through our corporate banking 
ranehise we can also access the increasingly 
important corporate investor too. 

In fact, our retail 
placement volume {now approaching 
USS1.5 billion a month) means our 
finger is constantly on the pulse of investor 
demand, enabling us to provide you with accurate 
and continuously updated opinions on the state 
of the market. 





Far further information please contact your Chase Relationship Manager or Mike Zavelle in Tokyo on G) 287-4082, 
YC. Kim in Hong Keng on (5) 843-1234, or lack Seth in Singapore on 540-4246 


carefully time an issue of your paper to keep 
your funding costs down. 

And as a dealer for 70 issuers with 
a total program volume currently in excess of 
US$20 billion, we've also created numerous ` 
market innovations along the way. For example, 
the first tender panel and also the first multi- 
dealer program for a corporate issuer — 
concepts that have become recognized as 
standards for the market. 


























While our track record speaks for 
itself, there's another reason why it makes sense 
to turn to Chase. 

Since it's important to an issuer to 
be able to tap the true retail investor, it's also 
important to the investors that they're offered 
market liquidity too. 

That's why at Chase we're not only 
a major factor in retail placements but also a 
leading market-maker, By always providing a 
two-way market, we're constantly there to 
support our issuers and our investors all the way 
down the line. 

It's this kind of track record and 
this kind of commitment which gives us the 
credentials which, when combined with your 
good name, help to ensure a successful issue 

So, if you're looking to tap the 
Eurocommercial Paper market, it makes sense = 
to talk to Chase. 

For starters. 


6 CHASE 


| The successful issuing of 
Eurocommercial Paper is fairly simple. 


All you need is a good name 
and great timing. 





CCHNIQUES SA URANIUM EXPLORATION BY IELICUPTER 








Not all countries have the same problems. 
Big or small we solve them all. 


Energy policy of every country must take into consideration geographical, 
industrial, economic and social criteria. Countries without any energy 
resources have to base their energy independence on electronuclear program. 
Other countries with coal and oil resources will consider nuclear energy only 
as an additional security. In both cases, countries will have to deal with basic 
matters: construction of nuclear plants, uranium supply, implementation of 
all the nuclear fuel cycle activities. They will find a great benefit in dealing 
with specialists for education and training programs in various fields: uran- 
ium mines, production units or fuel storage. Together, let’s split the bigger 
problems in smaller ones. First of all, if there is some uranium in the country, 
should it be mined? If you choose to rely on your own resources, you may have 
to set up agreements for exploration services, mine engineering and ore 
processing. Otherwise, examination of international uranium market mecha- 
nisms will bring other questions: how to secure long term supplies? What kind 
of contract should be negotiated? For the enrichment step, how to select a reli- 
able supplier and manage a procurement based on stable commercial criteria? 
Then, for the manufacturing operations of the fuel cycle, let’s study the 
local possibilities. Finally, last but not the least, what are the options for 
the spent fuel? And what about the answers? Big or small, Cogema has 
solved successfully all these problems for itself and some partners. With 
you, Cogema is ready to share its experience and find out the answers. 


@ 
COGEMA 


The nuclear fuel company 
2 rue e Paul Dautier. BP n° 4, 78141 Yir Villacoublay, Cedex Pance. 


























How This Plane 
Got The World’s Computers | 
Talking The Same Language. 


When Aerospatiale and companies 
in three other countries set out to create 
the A320 Airbus, we thought we were 
compatible. 

We were, but our computers weren’t. 

Our CAD/CAM systems —made by 
different companies in different countries— 
simply didn’t speak the same language. 

So Aerospatiale invented SET — a 
unique, neutral computer language that 
allows ordinarily incompatible systems 


t S l's aerospatiale. 





to use and | exchange data in total harmony. 

If you’re encountering similar problems 
in your sector of activity, we may be able 
to do more than just commiserate. 

Write on your company letterhead to 
Director of Communications, 37 Blvd 
de Montmorency, Paris 75016, France, 
and we'll send you more detailed informa- 
tion about SET. 

Any way you look at it, it beats going 
back to the drawing board. 
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attested separately that Mahathir does 
not want an emergency. 

Yet another theory has more to do 
with the rivalry within Umno itself than 
race. In this scenario, the crowd would 
first urge Lee’s expulsion, knowing that 
Mahathir would be bound to refuse. At 
that point, some hot-headed member 
from the camp of the prime minister’s ri- 
vals — here known popularly as Team B 
as o d to Mahathir’s Team A — 
would then change the chant to call for 
Mahathir’s expulsion instead. This, 
went the argument, would explain the 
inclusion of three prominent Umno 
Youth committee members among the 
detainees — all three identified with 
Team B. 

That scenario, however, does not ex- 
plain the reason for the arrest of TV3 
managing director Ahmad Sebi, for- 
merly group Bahasa Malaysia editor of 
the Umno-owned New Straits Times 
Press, who is acknowledged as very de- 










The eclipse of 
the opposition 


O! the various, disparate groups 
which saw their people arrested in 
the big security sweep, the opposition 
Democratic Action Party (DAP) was 
the most severely hit. Sixteen party 
members, including DAP secretary- 
general Lim Kit Siang, official leader 
of the parliamentary opposition, were 
among the 93 pulled in under the Inter- 
nal Security Act (ISA). 

The arrests have considerably weak- 
ened the party’s voice in parliament. 
From a block of 24 MPs, the DAP has 
been reduced to 14 — 10 of their de- 
tainees were MPs and four state assem- 
blymen. Among them were some of the 
party's prime speakers. 

Lim’s arrest has left his more sedate 
deputy Lee Lam Thye as acting opposi- 
tion leader. Lee has better rapport than 
Lim with Umno leaders. Lim is often 
heckled when he speaks in parliament. 
But if Lee wants to speak, Umno back- 
benchers by tacit consent let him, an 
Umno insider a ange pe last year. 

On 30 October, Lee, together with 
four or five other DAP MPs, met 
Mahathir and they discussed the arrests. 
Mahathir agreed to the meeting on con- 
dition that they not speak to the press 
afterwards. 

Lee had, however, made clear the 
party’s stand the preceding day. “It is 
most unfair for the DAP to have been 
singled out for the unwarranted and 
vicious attacks.” He said rebutting 
Mahathir’s accusations of the DAP’s 
playing up racial issues. “Issues pertain- 
ing to conflict of interest of government 
ministers and malpractices raised 
by the DAP are certainly not racial in 















finitely allied to Team A through Edu- 
cation Minister Anwar Ibrahim and Fi- 
nance Minister Daim Zainuddin. 

Life has returned to normal, at least 
superficially, for most people. The first 
day The Star was banned, paperboys 
tossed the pro-establishment New 
Straits Times (NST) into urban front 
yards. Some readers threw them back. 
ue A second day, they accepted the 


For now, it appears that Mahathir is 
in control — more so than he has been in 
the past few months. If there are resent- 
ments, no one dares say so sg 
Even the political parties and groups 
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“Obviously the prime. minister was 
attempting to make the DAP a whip- 
ping boy or scapegoat to justify [his] de- 
cision to call off the Umno mammoth 
rally,” Lee added. 

“To prove our sincerity” in wanting 
to reduce racial polarisation and ten- 
sions, he said, “we have directed all 
DAP public functions and protest 
meetings to be postponed indefinite- 
ly because we do not want to be ac- 
cused of aggravating the present situa- 
tion.” 

But if the DAP had lost its leaders to 
the police, the Malaysian Chinese As- 
sociation (MCA) was left floundering 
for other reasons. MCA president 
Datuk Ling Liong Sik left to go abroad 
soon after his deputy, Datuk Lee Kim 
Sai — the man in the eye of the storm 
since Umno was demanding his expul- 
sion from the government — left for 
Australia on “indefinite leave.” 

Ling, who had been attending a tran- 
sport conference in Amsterdam, re- 
turned for a few days just before the ar- 
rests took place, but to everyone’s sur- 
prise left again even as news of the first 

urry of arrests and the closure of the 
MCA-owned daily, The Star, became 
known. Publicly it looked distinctly 
like a shrugging-off of responsibili- 
ties. 
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whose members have been arrested are 
more silent now as victims, than they 
were before, championing others’ 
causes. 

And in a way, Malay dominance was 
restored. The leading dailies still in cir- 
culation are Umno newspapers. Umno 
proved that it could flex its muscles and, 
except for a handful of their more voci- 
ferous cheerleaders, get away with it. 
Non-Malay parties and groups espous- 
ing multi-racialism are once again re- 
minded that they gain nothing when the 
Malay camp is divided. As an Umno po- 
litical scientist put it: “Without Malay 
unity, there can be no national unity. "g 
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MCA MPs, however, defend their 
party chief, explaining that Ling be- 
lieves that the top man in any organisa- 
tion should always stay away from the 
fray so that when a situation breaks 
down and an impasse develops, one per- 
son can still serve as negotiator and final, 
arbitrator. 

In comparison, the DAP set up a 24 
hour crisis centre. And DAP insiders 
made sure that the public saw their ar- 
rests as a government attempt to “wipe 
out the gt eh The only other op- 
position MP is a lone Parti Islam 
member. 

Forced to support Mahathir’s move 
by virtue of their membership in the rul- 
ing National Front, the MCA has hardly 
benefited from the ostensible weaken- 
ing of its most direct political opponent, 
the DAP. The eight MCA detainees, 
many of them Youth wing leaders, how- 
ever, will probably gain in terms of per- 
sonal image in the long run. 

For an ISA record actually makes 
martyrs of politicians — attesting to 
their willingness to fight for the commu- 
nity or an issue, whatever the personal 
risks or cost. At election time, an ISA 
arrest has often been waved as an asset 
on one’s curriculum vitae. The DAP 
will no doubt bear that in mind. 

Suhaini Aznam 
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.| eral of Police Tan Sri Mohamed:Haniff 
€| Omar's assertions that the list itself was 
a police rather than a political list. Put 
simply, it looked more like a year-end 
closing of accounts, said a Malaysian 

Chinese Association (MCA) MP — a 
| golden opportunity for the police to ar- 

rest everyone it had ever wanted to in- 
terrogate but had been hesitant to hold. 

Shock was the nation’s first reaction. 
Hurrying home, office workers would 
quickly scrutinise the police lists as each 
batch of fresh arrests was announced. 
After four days, the police swoop had 
| lost its sting and even became a subject 
| for. black. humour. One wit suggested 
{>the hit song Every Breath You Take — 
+| by the British pop group, Police — 

«should be the Special Branch’s theme 
song. 
~ Anxious families and friends came to 

“ons more slowly. Several considered 
lying for a writ of habeas corpus but, 

as in the case of Singapore’s 22 ISA de- 
tainees in May and June (REVIEW, 22 
~ Oct.), they feared taking any legal steps 
| which could be: misconstrued as a chal- 
| lenge to. the government — thereby 
| jeopardising 

- lease. 
| On 31 October, the police informed 
|> relatives that “it might just be possible 
' for the police to allow some of the de- 
;tainees .. . to receive a short visit from 
_mextof kin... Much will depend on the 

progress of police investigations into the 
. Individual cases.” They kept their word, 

and several families. were briefly re- 

united, though two police officers was 
` always present. 

Ironically, the fact that the people 
were arrested en masse provides. the 
single most reassuring argument for 
their early release. As their numbers 
inched up, logic suggested that the po- 
lice would interrogate everyone for.a few 

eeks but that only a few of those 

zemed hard-core would actually be de- 
tained beyond the 60 days. 

The theory that the arrests were a 
trade-off for the cancellation of the 
mammoth Umno “unity” rally — also 
marking the party’s 40th anniversary — 
became increasingly credible as all 
quarters. applauded the move. The ban 
forbids all rallies, including indoor 
meetings of a political nature. 


Initially, there were fears that not all 








buses and painted slogans on huge. ban- 
ners in anticipation of the 1 November 
rally would be placated. Rumours were 
rife that some members from outside 
the capital still intended to march into 
the city. Discouraging such ideas and to 
ease the anxieties of Kuala Lumpur resi- 
dents — who for the second time in two 
weeks had flocked to supermarkets to 
stock up food — police put up-road 
checkpoints .at ‘the various entrances 
|. to the city, inspecting vehicles for 
weapons. © . = 
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Note: Rest of detainees unaffiliated. REVIEWDIAGRAM by Ricky Hui 


The day of the anticipated rally saw 
the town deserted. Despite the previous 
day having been pay-day, the city’s shop- 
ping complexes were empty. Riot police 
cordoned off the Merdeka Stadium 
where the rally was supposed. to have 
been held, while paramilitary police 
field forces walked around the Petaling 
Street area — the city’s old Chinatown 
— to make their presence felt. If. the 
rumours had had any. basis, their pre- 
cautions paid off: all remained calm. 

The genuine, if-latent, fear of racial 
tensions erupting into violence:has put 
those. who wish to criticise the arrests 
into a difficult position. To do so would 
seem as if they were advocating unrest, 
but to refrain would make. it seem as if 
they were condoning preventive deten- 
tion — a concept which public-interest 
groups, for instance, have been commit- 
ted against allalong. ; 

Those who have speculated that the 
arrests would unite the opposition have 
been proven wrong. Some groups 
whose members have been detained are 
wary of associating themselves with de=- 














cause. Thirteen small groups, not all of 
| them with members. among the de- 


| said. “It seems to be a grave injustice 


‘Mahathir: was apparently furious, with: 


ting the. a con 









tainees, -banded together to form the 
“ISA Detainees Support Group” on 28. 
October, but others, whose members 
had been arrested, held back. 
“Eleven prominent public-interest 
groups and opposition parties have got 
together informally to issue joint state-. 
ments on the detentions. “We have yet | 
to see any significant evidence that the- 

current situation is so tense as to justify 
the present harsh action against per- | 
‘sonal liberties and press freedom,” they 










when Malaysians are being detained for 
exposing: scandals and fighting injus- 
tices. 

“In fact, there is a general perception 
that the present tension could have been 
avoided if both the government.and 
police had acted positively much ear- 
lier,” they added, in obvious reference 
to the police granting a permit for an 
Umno Youth wing rally on 17 October 
— a gathering of several thousand voc- 
iferous Malays which was a watershed in. 
deteriorating race relations. 


T: Umno Youth rally was held in 
retaliation against a mass meeting.on | 
the Chinese education issue — a gov- 
ernment decision to promote non-Man- 
darin educated teachers to positions as‘: | 
deputy heads of Chinese-language 
schools — supported by both the MCA 
and the DAP on 11 October. E 
Beyond that, the rest.of the events ° 
leading up to the arrests remain mere 
speculation. Theories abound about 
what occurred behind the scenes — 
some plausible, but none conclusive. 
Although overseas at the time; 
Mahathir probably knew about the 
Youth rally as he.is usually kept in- 
formed of all -party happenings, 
suggested one Umno insider. In that 
sense, he gave at least tacit consent © 
since he did not stop it. But he probably. 
neither realised the extent to which ra-. 
cial sentiments would be aired nor that. 
there were demands for the resignation: 
of the MCA deputy president, Labour | 
Minister Datuk Lee Kim Sai. A 
Presented.-with a fait accompli of 
Umno demands upon. his return, 



















































the Youth wing. Mahathir reminded 
them that the MCA was. not the enemy 
and he would not expel Lee, Umno 
sources said. 

Certainly the cancellation of the 1 
November rally destroyed an. earlier 
popular theory that Umno deliberately 
hyped up its preparations so as to build 
up an atmosphere of fear, thereby pro- 
viding an excuse. for. reinstating: 
emergency rule — a. simple enough “| 
procedure. given that there are. still- 
two. peninsula-wide . declarations -of 


















Relief as racial tensions ease after mass arrests 


The great crackdown 


By Suhaini Aznam in Kuala Lumpur 


ust over a week after the start of a 

security crackdown which had seen 
the detention of 93 people, Prime 
Minister Datuk Seri Mahathir 
Mohamad appeared, at least for the 
time being, to have won an enormous 
gamble. 

Racial tension, which had been 
building for weeks, has been defused. 
| By acting not only against his political 
| nents but in a broad spectrum, and 
by calling off his own party’s potentially 
explosive political rally, Mahathir has 
avoided accusations of partisanship and 
there has been no open backlash from 
the Chinese community, which might 
have been expected to feel the most re- 
- sentment. 

__ By banning the rally planned for 
Sunday, 1 November, by his own Unit- 
ed Malays National Organisation 
(Umno) — as well as all other political 
rallies — he removed at a stroke open 
fears of the sort of race riots which 
threatened to tear the country apart in 
1969. The relief that nothing has hap- 
pened since to disturb the peace has out- 
weighed, for most, the shock of the de- 
tentions without trial and the closure of 
three newspapers on the grounds of 
threatening national security. 

How long the numbed quiet can last 
is perhaps the vital question at the back 
of most people’s minds, but for now 


~ normal life has resumed almost as if no- 


thing had happened. 
ere seemed to be no clear theme 
| to the mass arrests. Casting wide the net 
of the Internal Security Act (ISA), 
police hauled in people between the 
-dawn hours of 27 October and 4 
ovember. They included MPs on both 
sides of the house, including the leader 
of the opposition Chinese-dominated 
Democratic Action Party (DAP) 
prominent public figures, a vegetable 
seller, rubber tappers, lawyers and even 
a government parliamentary secretary. 
-~ Mahathir, his advisers and the police 
had held their cards very close to their 
chests, and the total sup of the move 
was one of the reasons for its success. 
The grounds cited for the arrests were 
simple — national security. Within 48 
hours of the first swoop, in a 15-minute 
televised address to parliament on 28 
_ October, Mahathir cited growing racial 
and religious tensions as the reason for 
the move. “We all still remember the 13 
May 1969 incident,” he said, referring 
to the race riots. “I am sure no one 
among us wants to spark off such bloody 
riots again.” 


The police feel that leaders of the 
DAP — nominally multi-racial but 
drawing most of its support from 
Chinese voters — like to use racial is- 
sues to gain political support, tauntin 
Chinese ane within the ruling Na- 
tional Front coalition as “running dogs 
of Umno,” Mahathir said. The latter 
then feel they have to outdo the DAP, 
causing a heightened reaction from 
Malays, he added, listing recent race- 
based controversies. 

(The DAP, which won 24 parliamen- 
tary seats and 20.4% of the total valid 
votes cast in the 1986 general election, 
saw 16 of its members arrested.) 

Meanwhile, the gap between people 
of different religions had widened be- 
cause of political interests and religious 
fanaticism, Mahathir said. “Several 
leaders from [the opposition] Parti 
Islam [Pas] have not only tried to divide 
Muslim from Muslim but incited Mus- 
lims to hate and feel angry towards 
Christians through unfounded allega- 
tions.” This was an obvious reference to 
recent reports of Christian proselytising 
efforts among Muslims. 

“The government will not hesitate to 
take stern action against anyone who in- 
cites disturbances or prevents the gov- 
ernment from its duty of ensuring peace 





and stability in the interests of all citi- 
zens,” Mahathir said. 

Overnight, the sweep of arrests and 
closures of three newspapers have si- 
lenced dissent, but perhaps, unobtru- 
sively, they have also heightened the 
“us-and-them” dichotomy between the 
government and people, as citizens 
were reminded of the powers of of- 


ce. 

The closure of the English-language 
daily newspaper, The Star, in particular, 
has silenced three of the country’s mo 
authoritative, independent columnis 
— the first prime minister Tunku Abdul 
Rahman, former opposition leader Tan 
Sri Tan Chee Khoon and former Umno 
MP Datuk Mohamed Sopice Sheikh Ib- 
rahim. 

Protests against the mass arrests and 
appeals that the detainees be tried in 
open court flowed in from local and in- 
ternational bodies. This is the biggest 
ISA swoop under Mahathir’s adminis- 
tration and the second biggest in ISA 
history — eclipsed only by the arrest of 
117 people in 1969. The Malaysian Bar 
Council called for “specific evidence” to 
be presented that the detainees posed a 
security threat. Amnesty International, 
the London-based human-rights group, 
termed the detainees “prisoners of con- 
science.” 

“The idea of the ISA is to deal with 
communists, not to deal with politicians 
and so on,” said the Tunku. “Where is 
this road leading to? This is the road to 
dictatorship,” he asserted. 


he ISA, introduced as an anti-com- 

munist measure after Malaysia's 12- 
year-long Emergency was lifted in 1960, 
allows the police to hold detainees for a 
maximum of 60 days without having to 
charge them in court. The home minis- 
ter may then extend this for another two 
years, without trial, renewable every 
two years indefinitely. 

e incumbent home minister is 
none other than Mahathir himself, 
whose party faces an internal challenge 
from 11 party members who brought a 
suit on 25 June, questioning the validity 
of divisive party elections in April. As 
the numbers of government and opposi- 
tion politicians arrested increased, 
politicians and local observers were 
unanimous that the clamp-down would 
not have occurred if Umno was united. 
Mahathir, they said, had to be seen to 
be in control — of his own party and the 
nation. 

But if the first swoop of 55 detainees 
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-| SENSITIVE COMPUTING 


` The recent US decision to sell a» 


supercomputer, the Cray.XMP14, to. 


India faced strong opposition from 
part of the US Defence Department 
and the National Security Agency _ 
(NSA). The NSA says possession of 
the supercomputer would enable 
India to break codes and thus 
endanger the security of US © 
communications. However, 


President Reagan, supported by Vice- ~ 


President George Bush and Secretary 
of State George Shultz, ovet-ruled 
the objection. India has given an 


assurance that the computer would be 


used only in weather research. 


_ DRY SEASON LULL 


A lulls redicted along the Thai- 
ian border in the upcoming 

uw 3 ae based on calculations that 
Vietnamese troops in western 
Cambodia would not launch any 
‘drastic military drives that could 

spoil the atmosphere of possible 
negotiations between the country’s 
warring factions. 


_ STACKING UP CHIPS 


An article appearing in the Sydney 
Morning Herald has upset the 

. Philippine presidential office at 
Malacanang. The newspaper: 
reported an Australian company 
giving a large cash payment to 
President Corazon Aquino’ ssister-in- 
- law, Margarita “Tingting” 
Cojuangco, allegedly in pursuit of a 
contract to manage US dollar 
gambling operations controlled by 
Pagcor, a government monopoly. 


g staffers are 
ther foreign firms, 
ee a major British gambling 


go public with stories claiming 
‘payment of “key money” to 
residential relatives promising an 
inside track to winning the Pagcor 
contract. 


PARIS AND THE PRINCE 


If Indonesian 
Foreign Minister 
Mochtar 
Kusumaatmadja 
travels to Paris in 
December to be 
there at the time 
of a proposed 
meeting between 
Cambodian 
resistance ` 
coalition leader 
Prince Norodom Sihanouk and 
Premier Hun Sen, of the Hanoi- 
backed Phnom Penh government, he 
will not be representing Asean. As in 
the July-August affair involving 
Mochtar’s agreement with the 
Vietnamese on a “cocktail party” for 
the various Cambodian factions, 
Asean as a whole will consider any 
diplomatic initiative by the 
Indonesian minister later. While the 
overt support recently offered by 
China for the meeting, despite the 
Peking-backed Khmer Rouge 
resistance faction’s opposition to it, 
has been surprising, there is serious 
doubt as to whether the meeting will 
take place. Sihanouk’s office on 2 
November stated its rejection of a 














| and games-based company, may also - 


‘SITTING TARGET 


the “white knights” who helped: save’ 


‘with the ADB, one of Burma’s larger 














Cambodian offer fora a senior. ‘padi 
in the Phnom Penh government and — 
said Hun Sen had yet to accept the 
resistance leads conditions for the 

























































Standard Chartered Bank looksa. 
sitting target for anyone brave enough 
to launch a takeover at present—if 
the Bank of England will allow. The 
bank’s share price is now at halfits 
year high and with Khoo Teck Puat ; 
and Robert Holmes a Court, twoof 


it from Lloyds Bank’s grasp last year, 
probably in serious need of cash, it. 
could bea snip for anyone with: 
bundle of ready cash. Not that the 
are many potential buyersin that 
category. 


TALKING CRUDE OIL 


The Burmese Government has 
quietly begun talks with the Asia 
DB) 0 





imports to alleviate the country’s. 
acute oil shortage. Although crude 
imports have been a subject of 
intense speculation by Rangoon- 
based diplomats lately, the discussion 


donors, is tantamount to Rangoon’s 
acceptance of the seriousness ofthe 
problem. Burmese statistics show 
that crude-oil output declined to 
27,679 barrels per day (bpd) in 
1986-87, well short of the 35,312 bpd 
target. But independent sources 
claim the figure is probably closer to 
14,000 bpd or even lower. 
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cana. 

Zhao Ziyang has decided to take up the 
` party leadership and give up the premiership 
(29 Oct.). At the final session of the party 
congress the reformists gained control of the 
main decision-making body of the party (Z 
Nov.).. Police in Tibet ordered two Britons 
anda West German to leave China, it was re- 
ported (3 Noy.). 


FIJI l 
The military. government, announced the 
overhaul of the judiciary, appointing seven 
new judges (28 Oct. ). i 


HONGKONG ao ee. 
“Stock exchange chäirman Ronald li re- 
signed from the futures exchange i ina major 
reshuffle (29 Oct. se 


INDIA 
Punjab (7 Nev.). 








Police shot dead a leading Sikh mili nt ntin 


27 October reached a total of 93, it was. fe- 
ported (3 Nov.). 


NEPAL f 

The third annual conference of the South 
Asian Association for Regional Cooperation 
opened in Kathmandu (2 Nov. ). 


‘PAKISTAN - 
Two ‘policemen were killed and 17 in- 
jured in clashes with protesters in Karachi 
during a general strike called to mark the 
first anniversary of ethnic riots in the city (37 
Oct.). Foreign. Minister Sahibzada Yaqub 
Khan resigned after a controversy over his 
unsuccessful effort to become the head of 
Unesco (2 Nov. a 


PHILIPPINES - 

Three “American servicemen and -a 
Filipino civilian were killed around Clark’ Air 

-Base (28 Oct. ). Police hunting commu: 






-1 rounded up 39 peasants suspecte 
_with rebels (7 Nov.). Five 


| SRILANKA 
| tacked Tamil rebel posi 






























Air Base, disarmed security guards and fled 
with their pistols (2 Nov. M massive.time 
bomb was found in the Philippine Interna 
tional Convention Centre (3 Nov.). 


SOUTH KOREA i 

Former prime minister Kim isig Pil 
launched a political party to formally contest 
the presidential elections (30 Oct.). -Polic 
raided university. campuses throughout the | 
country and maintained tight security to cri 
ple. nationwide anti-government rallies by 
dissidents (3/.Qct.). Hundreds of people de 
manding the withdrawal of Kim Dae Jung _ 
from the presidential race, attacked the hotel. 
in Pusan where he was staying (7-Nov.). 


first timeat 
using helicop- 
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New 

formed in Taiwan 

In a direct challenge to both the 

ruling Kuomintang and the op- 

Seige Democratie People’s 
art 


y (DPP), ition legis- 
lator Wang Yi-hsiung on 1 
November formall an- 


nounced the birth of Taiwan’s 
Labour Party. The party is the 
first opposition political or- 
ganisation to be established 
since the DPP was formed in 
September 1986. Wang, a 
former DPP member, formed 
the group over his old party's 
objections but insisted his 
party would complement, not 
compete with, the DPP. 

— Jonathan Moore 


Burmese claim Karens 
created problems 
Serene camps with about 
20,000 Karen refugees on the 
Thai side of the Thai-Burmese 
border are the creation of 
Karen National Union (KNU) 
insurgents as a device to obtain 
money and supplies from 
Christian missionaries, foreign 
black-marketeers and other 
sources, Burma’s state-run 
Working PONR Daily news- 
paper has said. 

The newspaper said the 
KNU and black-marketeers at 
the border suffered a US$120 
million loss as the Burmese 
banknotes they held became 
valueless with the govern- 
ment’s 5 September demo- 
Netisation of some currency 
notes. —M. C. Tun 


opposition 
alliance 
With the dramatic meeting of 
top opposition leaders and ri- 
vals Sheikh Hasina Wajed and 
Begum Khaleda Zia in late Oc- 
tober to draw up a strategy for 
a joint movement against Pre- 
sident H. M. Ershad, the vol- 
atile politics of Bangladesh re- 
ceived yet another twist. Al- 
though the much-publicised 
meeting has yet to produce a 
concrete programme, it has 
boosted the morale of opposi- 
tion supporters and generated 
widespread interest. 

The mainline opposition al- 
liances had earlier called sepa- 
rately for the besieging of 
Dhaka on 10 November by 
“hundreds of thousands of peo- 
ple” brought from rural areas 
to demand Ershad’s resigna- 
tion. Ershad has ridiculed the 
opposition jubilation, while 
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more than 4,500 political work- 
ers, including five MPs, have 
been arrested, indicating the 
regime plans to deal firmly with 
the proposed opposition move. 

— S, Kamaluddin 


A decision by the Thai Foreign 
Ministry to ban the exiled Tibe- 
tan spiritual leader, the Dalai 
Lama, from attending a get-to- 
gether of the Magsaysay 
Award’s past winners sche- 
duled in Bangkok for mid- 
November, has sparked a 
storm of controversy: The deci- 
sion was based on the minis- 
try’s concern that the Dalai 
Lama, from attending a get- 
together of the Magsaysay 
land’s cosy relations with 
China. But it was condemned 
by a broad spectrum of Buddh- 
ist groups, intellectuals and op- 
position parliamentarians. 
— Paisal 


Indonesian army chief 
Murdani extension 
Indonesia's armed forces chief, 
Gen. Benny Murdani, has 
been granted a one-year exten- 
sion in his post by President 
Suharto, finally laying to rest 
rumours about his immediate 





future. Murdani reached the 
mandatory retirement age of 
55 in October and his extension 
is as a reserve officer. 

Murdani has held the posi- 
tion of commander-in-chief 
since 1983 and, despite recent 
speeches he has made which 
have been interpreted as criti- 
cal of the government, he is re- 
anes as loyal to Suharto. 

nder the regulations govern- 
ing his extension, he may be 
granted two further one-year 
riods in the job. Given hisin- 
a position, Murdani is 
requently ti før a ministe- 
rial a y 7 ak the cabinet 

reshuffle in March 1988. 
— Michael Vatikiotis 
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BUSINESS 


Elders shelves plans 
to split up group 
Australian brewing, agribusi- 
ness and finance group Elders 
IXL has decided not to go 
ahead with plans to break up its 
operations in Australia into 
three separately listed divisions 
or to float the hotels acquired 
with Britain’s Courage Brew- 
ery. Directors will also recom- 
mend against an associated 
capital return so that the grou 
maintains a strong cash posi- 
tion which will enable it to take 
advantage of opportunities 
likely to arise following the 
sharemarket crash. Sharehold- 
ers’ funds had risen over A$4.5 
billion (US$3.04 billion) by 31 
October, compared with AS 2 
billion on 30 June. 

— Hamish McDonald 


has stopped, says US 
Japan’s Ministry of Trade and In- 
dustry has welcomed the 1 Nov- 
ember statement by US Com- 
merce Undersecretary Bruce 
Smart that Japan had stopped 
the alleged dumping of com- 
uter chips in third countries. 
is finding is expected to lead 
to a partial lifting of US sanc- 
tions imposed last April on im- 
ports of certain Japanese elec- 
tronic goods, Some of the sanc- 
tions were lifted last June. The 
Reagan administration slapped 
100% tariffs on US$300 mil- 
lion-worth of Japanese TV 
sets, computers and power 
tools, after accusing Japan of 
not complying with a 1986 
agreement to end below-cost 

sales of semiconductors. 


— Nigel Holloway 


Thai bourse 

five more 

The board of the Securities Ex- 
change of Thailand (SET) has 
agreed to accept five new mem- 
bers despite strong opposition 
from the 30 existing members. 
The admittance of the new mem- 
bers is expected to alleviate 
some of the problems brokers 
had handling the volume of 
share transactions during the 
recent boom and subsequent 
fall of the market. No new 
members had been added since 
1986, though traging volume 
had doubled (page 86). Some 
brokers were refusing to accept 
new clients without a large cash 
deposit. Others ran into diffi- 
culty executing orders, and un- 
confirmed reports said one 


major broker was heavily fined 
by the SET for mishandling a 
foreign client’s order. 

— Paul Handley 
Taiwan trade surplus 
falls sharply 
Taiwan's monthly outward re- 
mittances and import foreign- 
exchange settlements averaged 
US$4 billion over the last five 
months — twice the level of the 
previous period, according to 
the Economic Daily News. It 
also reported that October's 
trade surplus was US$1.04 bil- 
lion, down sharply from a pre- 
June surplus of USS1.5 billion. 
A decrease in Taiwan's trade 
surplus indicates an easin 
of pressure on the Centra 
Bank of China’s mountain 
of foreign-exchange rese: 
es, which recently reach 


US$70 billion. 
— Jonathan Moore 


Bank Bumiputra 

back into the black 
Malaysia’s largest bank, Bank 
Bumiputra Malaysia, has an- 
nounced a net pre-tax profit of 
M$5.7 million (US$2.28 mil- 
lion) for the year ending 31 
March. This is the first time 
that the bank has been out of 
the red since 1983, when mas- 
sive losses incurred by its 
Bumiputra Malaysia Finance 


subsidiary in Hongkong 
threatened to bring the parent 
down. Bank umiputra’s 


chairman, Tan Sri Dato’ Haji 
Basir Ismail, said after the an- 
nual general meeting that he 
h the recovery would con- 
tinue. The bank has accumu- 
lated losses of M$597.5 mil- 
lion, compared with sharehold 
ers’ funds of M$956.3 million. 
— Nick Seaward 


India clamps down on 


Borrowers of foreign currency 
from India’s government-con- 
trolled term-lending institu- 
tions will soon be given for- 
ward cover against exchange 
rate fluctuations — whether 
they want it or not — at the cost 
of a five percentage point in- 
crease in their interest rates to 
14%. The interest premium 
will go into an “exchange risk 
fund.” Institutions have already 
started prepaying foreign 
loans and refinancing cheaper 
overseas credit lines to finance 
the scheme. The “virtual aboli- 
tion” of foreign currency 
credit for Indian corpo- 
rate borrowers would begin in 
November, he added. 

— Lincoin Kaye 








closure of three newspapers — 
| head off a threatened racial crisis, | 
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Pages 35 and 65. - 


s Deng Xiaoping steps down from all but one of his 
official communist party posts, Zhao Ziyang steps up 
‘to succeed him as undisputed leader — the first general 
secretary of the party who is not a veteran of the Long | 
March. Zhao has not only sealed his own control and over- | 
seen the retirement of most of the party old guard, he has 
reconfirmed the party’s commitment to continue Deng’s 
€ economic and political reforms, which only sixmonths ago 
aws looked threatened. Peking correspondent Robert Delfs re- 
cords this turning point in Chinese: history and looks at 
Zhao’s political background, while correspondent Louise 
do Rosario examines the reformists’ ideological victory and contributor Bob Hu 
looks at the military's declining role in the party. 

Cover photograph: Xinhua. 





“age 12 

aving taken drastic action — includ- 
ing the detention of 93 people and the 
to 


Malaysian Prime Minister Mahathir, at 
least for the time being, appears to 
have won his gamble. 


22 
Sinhalese terrorists in Sri Lanka’s 
southern region pose an increasing 
threat to the government and the rul- 


ing party. 


Page 23 

Elements within Golkar, Indonesia’s 
ruling group, are seeking structural 
changes to strengthen the organisa- 
tion’s role as a political party. 











‘SOUTH CHINA MORNING POST 
Page 24 
Hongkong cracks down on farmers 
over waste disposal but is unwilling to 
tackle the industrial offenders who 
environmentalists say are mostly re- 
sponsible for the territory's worsening 
pollution problem. 


52- 


Gunmen kill three US servicemen near 


_Clark Air Base in the Philippines, rais- 
ing concern that Americans may. be- 
-come regular targets of ‘political vio- 
lence. 


A US-sponsored Burmese Gotat: , 


ment opium-eradication spray cam- 
paign with the herbicide 2,4- 








Page 68 


Seoul may have to rethink its opposi- | 


tion to. direct foreign-equity invest- 


| ment in the wake of the global market 


crash which reduced- the allure of 
South Korean bonds and funds. 


Page 70 

The pace of financial deregulation is 
accelerating in Japan as banks prove 
they can cope with more volatile in- 
terest and exchange rates. 

Page 80 

A: government lifeline and cautious 
action by institutions bring a fragile 
stability to a Hongkong stockmarket 
which is destined for major reforms. 


Page 82 = 
Japanese analysts believe the 
stockmarket crash spells the end of 
the G7 Louvre accord on exchange- 
rate zones and heraids further sharp 
falls in the US dollar. 


Page 82 

The Japanese Government's determi- 
nation that the sale of a second 
tranche of NTT. shares goes ahead 


underpins the relative strength of the | 


Tokyo stockmarket. 


Page 86 

Thai Government and bourse officials 
decide to limit price fluctuations and 
reduce margin requirements in a bid 
to halt the stockmarket decline. 


Page 93 


india eases restrictions on forward’ 


trading in blue-chip stocks on the 
Bombay Stock Exchange in a bid to 
restore confidence. 

Pages4 

Gatt talks on farm trade barriers high- 


_tectionist 


light the deep split between the free- 
trade camp, including the US and the. 
Cairns Group of exporters, and pros 
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iretnam,. the 
the Law Society. He conceded 
jat Jeyaretnam had lost his parliament 
t “because of a conviction for making 
alse statement. amounting to per- 
ry.” Surely he does not suggest the 
executive should have intervened to 
save Jeyaretnam from the consequences | 
| of his illegal. acts.” 
As forthe g 
























ment amending the 
to punish the Law 
on the government, 

























































ety criticised . the 
of the Newspaper. and 
ses May 1986. The 
nt considered Seow an unfit 
erson to hold the office. He had been 
isciplined three times, and the Chief 
tice had: described his conduct as 
grossly improper’. . . wholly deplora- 
.dishonourable of him as a man 
, „and of his profession.” 
. Malik has misreported Goh Chok 
‘ong’s words in parliament. The first 
sputy prime minister never said that 
nd-others had serious reservations 
using the ISA and about the evi- 
lence presented” by ISD about the 


group. 
adership were involved in de- 
this case .. . All of us were 
that the 16 were indeed in- 
n some nefarious activity as re- 
the ISD.” Having debated the 
pros and cons for arresting them now or 
stponing the move, the leadership de- 
ided to act because “communist cells 
re like cancer-cells. They multiply very 
quickly . . . Do we take chances when 
‘we are convinced there. is a security 
eat...” ; : 
Malik .claimed the government has 
embellished. Vincent Cheng’s. state- 
“ment: “and violence’ were not Cheng’s 
ictual words.” The words were spoken 
_by Cheng and are on tape, though they 
were omitted from the transcript of the 
TV programme released to the press. 
: The reporters present -heard and report- 
d them in their respective newspapers 
“(see Straits Times and Berita Harian of 
10 June). Even the REVIEW conceded 
hat Cheng has admitted a subversive 
jective, though it imperturbably dis- 
nissed Cheng’s reference to violence as 
rely speculating as to.a possible con- 
uence.” The government cannot af- 
ford the same equanimity. 
The interviews with Cheng were re- > 
























ne range of questions that had- 


Justified rescue 
Your correspondent John Mulcahy’s ar- 
ticle Coming to the aid of one party [5 
Nov.] suggests Wardley’s concern in 
seeking a rescue operation of the Hong- 






kong Futures Exchange was self- | 


interested. He is absolutely right. 
Wardley, together with a large number 
of financial institutions, does, business 
and makes profits in Hongkong. We 
hope to continue to do so: When we saw 
the dimensions and implications of the 
crisis in the futures market, we, to- 
gether with: a_number of other leading 
brokers, James “Capel, Vickers. da 
Costa, Sun Hung Kai, took our con- 
cerns to the government and suggested 
a rescue operation. We offered to seek 
support from the brokerage community 
for this operation. 

These discussions with the govern- 
ment took. place over a period of three 
days — 21-23. October. Until the gov- 
ernment was in a. position. to say they 
could and would mount a rescue opera- 
tion, there was little point in talking 
more widely within the brokerage com- 
munity. In the event, once the govern- 


ment had obtained approval for arescue | 


scheme, Hambros and ourselves 
quickly approached other futures brok- 
ers. 

The feelings of brokers and others in 
being involved in-a rescue operation is 
understandable. The crisis was not of 
their making. Nevertheless, the conse- 
quences of collapse would have become 
their concern, The damage that would 
have been done had a rescue operation 


not been mounted would certainly ha 
reduced sharply opportunities for all 
nancial institutions to do business in 
Hongkong. Hence our wish for thei 
support. 

We did not make threats-of retribu- | 
tion; we did point out the dire conse- 
| quences of a collapse and Hambros, on. |- 
behalf of the government, made it abun- 4 
dantly clear to all of us that without the 
| brokers’ support the rescue operation | 
that they had been preparing could not | 
| be mounted. 

Of course, your correspondent is 
suggesting Wardley’s actions were to- 
| save its own and HongkongBank’s poc ` 
| kets. Nothing could be further from the 
truth. As far as Wardley is concerned, it | 
had no net exposure to the market. In- |. 


ment and the futures exchange did not 
| interpret our actions in promoting a res- 


| interest, we sent a letter to Hambros 
the government’s advisers, on 24:1 
tober (before the rescue operation was»: 


ernment and the futures exchange, dis- 
closing full details of the “short” posi- 
tions Wardley’s subsidiary held on be- 


the positions were neither speculative 
nor unhedged. We disclosed the same 
information to brokers when we all met 
under the auspices of Hambros. 
Our self-interest was broader: t 
preserve the integrity and functioning of 
both Hongkong exchanges for the fu- 
ture, “Bo H Asher: 
Hongkong Chairman, Wardley Ltd 











to be put to Cheng. The total interview 
lasted four-hours. They were edited to 
less than one-and-a-half hours for tele- 
cast. Neither Cheng, his. lawyers nor his 
interviewers had alleged that the editing 
has distorted Cheng’s words. 

No detainee has said anything in any. 
statement or interview which was.un- 
true; nor has any of them disowned such 
statements. Obviously, Chew Kheng 
Chuan’s denials to the advisory board 


‘were intended to exculpate himself and 


secure his early release. More: to. the 
point, the extract from Chew's “state- 
ment of beliefs” published. by the 
REVIEW does not contradict the. facts 
disclosed in his TV interview. Chew ad- 
mitted knowing the danger that he 
might be helping to advance a subver- 
sive cause. 

In the month after the first arrests on 
21 May, before he himself was arrested, 
he destroyed incriminating documents. 
Asked whether he felt that the arrest 
was-part of a government campaign to 
suppress dissent, he replied: “In a word 
no. Although that might be the inevita- 
ble side-effect of such an action, I don’t 
believe that was a reason for the 


action. There was a security considera- 
don more than one occasion be- | tion.” — 


interrogation of persons en- 


gaged in security threats and subversive 
conspiracies is not an invitation to a din- 
ner, as Mao said of revolutions. It is a 
very serious. matter. No person would 
implicate himself if he can‘heip it. It is 
therefore necessary to break down the | 
defences which a suspect automatical’ 
builds around himself. To.discuss ISD 

methods. of interrogation is to risk re~ | 
ducing their effectiveness. The govern- 





tiveness in uncovering the truth without, | 
‘torture. And they have been varied and | 
| improved from time to time. 
Malik claims that “the definition of 
‘torture’” can be “subjective.” Hegal 
use of force is a criminal offence. Whe- 
ther it has taken place is not a subjective 
opinion, but an objective fact decided 
by the courts. Several freed detainees, 
including Jenny Chin and Mah Lee.Lin, 
have stated publicly that they were well 
treated. No detainees have complained 
of or sought legal redress for torture or 





coercion. Chin Fook Leong | 
Press Secretary to the 
Singapore Minister for Home Affairs 





Pseudonyms are accepted, but letters in- 
tended for publication in these columns must 
bear the writer's signature and address: 





deed, in order to ensure that the govern- | 





| cue plan as one of purely pecuniary self- | 


finalised), copying that letter tothe gov- | 


half of clients and itself, indicating that | 





ment makes no apology for their effec- 
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current five-year pla’ 
The inaccurate fi 


population 
would have dropped'to below bon had 


the plan been carried out. This thesis — 


| in fact the whole tone of the article’s ref- 


erences to Indonesia, Irian Jaya and 
transmigration — is distorted because 
of the erroneous number. 

Hamish McDonald said: “Plans to 
bring in 750,000 ‘transmigrants’ were 
part of Jakarta’s current five- -year plan 
to March .1989, which would- have 
brought ‘the Melanesian proportion 
down below 60% had it been realised.” 
No such plans existed. Under Repelita 
IV, the current five-year plan, 61,160 
families were to -be resettled in Irian 


| Jaya. Even if each family were multi- 


plied by four (or even five), as the aver- 
age number of people ina transmigrant 
family, the total is far from 750,000. 
The figure “750,000” is the total. of 
all families‘to be resettled in all of In- 
donesia during Repelita IV. The second 


| part of the sentence thus also is inaccu- 


rate. since the calculation of a 60% 
Melanesian population was based on a 
number — 750,000 — that is more. than 
10 times higher than it should have been 
~~ 61,160. In fact, since 1950 only about 
25,000 families have resettled in Irian 
Jaya under the programme. 

There are other assertions that also 

are inaccurate. They include: . 
» The comment that “. . . opposition 
among aid donors [because of the likely 
impact on the local people and environ- 
ment]” is, along with a lack of domestic 
ren responsible for “a pause in trans- 
migration, and perhaps a rethink.” 

In fact, not one donor has reduced 
aid by even one cent and, despite misin- 
formed and misguided opposition to the 
programme by fringe groups abroad, 
there is no opposition to the programme 


-among aid donors. And no opposition 


from anyone who has bothered to study 


| the programme ‘or inspect it, as its 
: foreign opponents have declined to-do. 


» Also untrue is the assertion that in 
Irian Jaya “Jakarta does not recognise 
traditional ownership systems.” 


Indeed, a major reason for the fail- 


ure to reach’ transmigrant targets in 
Irian Jaya before the fund shortage was 
the difficulty of securing land within the 
traditional ownership system (adat) in 
Irian Jaya. This was true even though no 
transmigration sites were planned: for 
areas used by the indigenous Irian 
tribespeople. 
» The phrase “mass settlement of 
Javanese. and Balinese farmers” was 
used to characterise transmigration to 
Irian Jaya. How many farmers are there 
ina mass? 
-:By using an inaccurate number as the 
its comments, the 
resented its readers with a 
shaky and distorted edifice. 
S ` Burt Hoffman 


is then used to 
; propound the thesis that the Melanesian 
| proportion. of Irian Jaya’s 


| ferences could be found in the US Con- 





remote from the actual: target set i 
outset of Repelita IV. This was a littl 
over 137,000 households (not 61,160 as 
Hoffman asserts); with the number « f 
people generally- put at 600,000. The 
Irian Jaya provincial transmigration ; 
chief was quoted, in A April 1984, giving a 
target figure of 689, : 

As to opposition among aid donors, 1. 
refer Hoffman to the World Bank’ 
Indonesian ` Transmigration Sector 
Review of 24 October 1986. Further re- 


gressional Record. 
If no transmigration sites have. been. 
planned for land used by indigenous 
tribespeople, this is indeed to be com- 
menue d; but throughout Melanesia (and ’ 
Australia ) land has usually turned out to. 
be more “occupied “than it Fea i ap 
pear. 
It would’ be interesting j 
could list which “opp v 
offered the chance to inspect transmig 
tion sites in Irian Jaya, 
mitted observers have had troub g 
ing clearance. My application early las 
year was turned down. [would gla ly ac 
cept Hoffman's assistance in pursuing 
again. 


No questions toa 


In The conspiracy theory and rel 
stories on the Marxist arrests [22 Oct.], 
Michael Malik raised “new questions 
about the seriousness of the whole ; 
episode.” 

There are no such new questions 
The “early release” of 16 of those ar 
rested did not result from any sudde 
change of mind. The government. had 
already stated, when it issued the deten: 
tion orders, that once it was satisfie 
that a detainee was unlikely to resume: 
subversive activities or pose a threat to 
security, it would release him even if the. 
order had not expired. 
Nor was there any “sudden about- 
turn” and “abrupt change of emphasis” 
on. Tan Wah Piow’s role as the master- 
mind behind the Marxist conspiracy. 
The minister for home affairs has stat 
in parliament: “Tan Wah Piow was:the . 
mastermind of this. particular netwo 
of Marxist conspirators’. .. In view 
his sympathies for, and links with, t 
Communist Party of Malaya fabout 
which several of the detainees who. are 
his close associates related on. televi- 
sion}, we have good reasons to conclude 
that Tanis not the mastermind behind 
the larger, more dangerous communist | 
conspiracy.” =, e 

Malik has falsely linked the arrests t 
a “crackdown” maakt: elements consi 



































| dered “hostile” or “politically embar- 


including ` Workers’. 
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antipodeans sever relations with them 


as well? No. 

Why then this righteous indignation 
against Fiji? Do the antipodeans see 
themselves as the bulwark of the “queen 
and country” ethos in the South Pacific? 

Memories are indeed short. During 
World War H the antipodeans stream- 
ed out to fight for their king and for 
their motherland. They obviously 
did not learn their lesson when their 
motherland deserted them in favour of 
Europe. 


Manila Jayme Dee 


‘Thaw’ point 


We take exception to Colin James’ | Grindlays Bank. Our bank already has a 


| number of customers in both categories 


characterisation of American Ambas- 


| 
i 
H 
i 
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i 
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i 





| 


| family and government corporations. 


sador to New Zealand Paul Cleveland’s | 


16 September speech on nuclear dis- 
armament [REVIEW, 1 Oct.]. The 











speech did not represent “the beginning | 


of a thaw” in US-New Zealand defence 
ations as James indicates. Rather, it 


«$a Statement of nuclear disarmament | 
prospects, US disarmament policy and | 
US differences with some New Zealan- | 
ders on these questions. Moreover, it | 


emphasised that progress on nuclear 
disarmament came about only because 
the Western allies “hung together and 
hung tough.” 

Substantial differences regarding de- 
fence policies remain between the US 





and New Zealand. While we do not wish 








to belabour these differences, we believe 
it important that they not be glossed 
over and that there is clear public under- 
standing of them. Michael Gould 

Counsellor for Public Affairs 


Wellington US Embassy 


Royal customers 


I read with some concern the article by 
Lincoln Kaye on banking in Nepal 





to the comment by a “foreign banker 
regarding avoiding relatives of the royal 


This certainly is not a policy of Nepal 


and we enjoy excellent relationships 
with all of them. 


Kathmandu A. H. S. MacLeod | 


Disputed causes 


By his own admission [REVIEW, 29 
Oct.] Chin Fook Leong’s assertion 
[REviEw, 1 Oct.] that Ho Juan Thai’s 
speeches in December 1976 had 
“caused many a bloody riot in Singa- | 
pore” is a lie. Chin is now driven to say- | 
ing that “such inflammatory language 
could have caused racial riots” (my em- 
phasis). This is not what he said tn his | 
letter of 1 October. 


| Singapore 
[REVIEW, 29 Oct.]. My concern relates | 


| Sayle’s tales 


Chin mentions riots in 1969 but these 
were seven years before Ho’s speeches. 
Did those riots come about as a result of 
“inflammatory accusations on the kill- 
ing of Chinese language and culture”? 

I am at a loss to understand the invi- 
tation to me to take legal action. He has 
admitted that his statement is a lie. 
What legal action do I have to take? 

J. B. Jeyaretnam 
Secretary-General 
Workers’ Party 


Ive enjoyed Murray Sayle’s GUEST 


| TRAVELLER'S TALES but it appears he 


has been away from Oz too long. In the 
10 September issue he perpetuates the 
myth that Koalas are bears — they are 
marsupials. In the 17 September issue 
— Australia Day is 26 January not 24. 

Sayle would know all this if he fre- 
quented any of the PUSH (early Sydney 
Mafia) drinking and meeting houses in 
the Rocks area of Sydney rather than 
posh bars with politicians. 


Singapore Robert Dunsterville 
Questions of accuracy 
Melanesia’s last hurrah [COVER 


STORY, 15 Oct.] uses a wildly inaccu- 
rate figure for the number of transmig- 
rants the Indonesian Government plan- 
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is a work of art that cannot 
be copied. 

In 1970, Audemars 
Piguet entrusted its master- 
watchmakers with a new 
and challenging mission. 
They were to create the 
first luxury sports watch. 

For months, designers 
and technicians combined 
craftsmanship with tech- 
nology to produce a master- 
piece that went beyond any- 


“JAKARTA: 
Tel. 777-3841 
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thing that had been seen 
before or since. 

A landmark in watch- 
making history. They re- 
vealed bolts and burnished 
metal to a satiny sheen, 
until the unprecedented 
and distinctive symmetry 
they were striving for be- 
came reality. 

The Royal Oak. An 
exclusive concept for an 
exceptional lifestyle. Born 
of the whole-hearted pur- 
suit of an ideal. Where cost 
plays no part. Where each 
unique piece bears a num- 
ber to tell its tale to future 
generations. Where copies 
can never equal the orig- 
inal. 

Today, the proud owner 
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of a Royal Oak can easily 
identify with the spirit of 
the craftsman who risked 
all to create an ideal. A 
dream of perfection that 
became part of history. 





Bugatti type 51, 1930, 8 cylinder 2.3 l, 
187 HP. 


Audemars Piguet 


La plus prestigieuse des signatures 


HONG: KONG: [ HK) Ltd., Tel. 3-691 2 
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Parade gesture 


In his letter Emergency details 
[REVIEW, 15 Oct.], John Arden won- 
ders if readers could throw more light 
on whether Chin Peng was at the Vic- 
tory Parade in London in 1946. 

My late husband, Frederick de 
Souza, company sergeant-major D 
(Eurasian) company of the Singapore 
Volunteer Forces and Changi/River 
Kwai PoW, was one of the people 
selected to take part in the Victory 
Parade. On his return from London he 
told me that he had met Chin Peng in 
person and also that in the march past 
Chin Peng and his contingent surprised 
everyone by giving the Royal Salute 
with clenched fists. Apparently, there 
was no way he could be reprimanded for 
this, 


gapore 





Olga de Souza 


I may be able to throw some light on the 
question of Chin Peng’s participation or 
non-participation in the 1946 Victory 





Parade in London. In 1945-46, I was deal- | 


ing with the selection of those who were | 


to make the trip. The local forces office 
was next to the post office. Maj. Jack 
Hawkins, the local forces paymaster 
who worked in a single-storey bun- 





galow-type of office in Pahang, was dol- 
ing out money in dribs and drabs to the 
“volunteers” who had fought the Japan- 
ese. 

I had recommended a lump-sum 
payment to help those who had 
genuinely fought so that they could start 
life anew, partially because our 
Malayan Communist Party (MCP) com- 
rades were found to be repeatedly lining 
up at different offices and times under 
varying pseudonyms and handing over 
90% of the proceeds to the cadre com- 
mander. Each comrade was supposed to 
turn over a rifle but this point was soon 
forgotten. 

The problem of selecting the mem- 
bers of the Malay Regiment, the volun- 
teers and members of other bodies for 
the parade was a simple task but took up 
numerous meetings, mainly because 
they provided an excellent forum for in- 
troducing and reintroducing the ques- 
tion of who was to head up the Malay 
Regiment and who was a to head up the 
“Territorials,” a subject dear to the 
hearts of Cols Hayes-Palmer and 
Brasier-Creagh, who had started trian- 
gular correspondence with the chief of 
staff. 

Which two were to be chosen to rep- 
resent the MCP became a “hot potato.” 































To speed things up, Hawkins and I 
started a rumour that Chin Peng had 
been passed over in favour of another 
two comrades. This ploy aroused his 
anger and when I called for four MCP 
candidates to attend the meeting, the 
response was prompt, the atmosphere 
electric. Hawkins told me that an argu- 
ment developed and Chin Peng took a 
swing at the MCP treasurer, a fact which 
may have sealed his fate at a much later 
date, when the question of missing MCP 
funds came up. 

Both Chin and his nominee were 
chosen, their uniforms, like all of the 
other Victory Parade marchers, were 
cut and though I did not take him by the 
hand to the quayside personally, be- 
cause I had demanded a new posting, I 
was assured that he did board the ship. 
Bangkok F. Geoffrey Groarke 


Bumbling neophytes 


The antipodeans are obviously bumbl- 
ing neophytes in international poli- 
tics, more than that they are inconsis- 
tent. 

How many countries are there in the 
Commonwealth which are either repub- 
lics and/or whose governments came to 
power through a military coup? Did the 








Going Fast. Staying Westin. 


A quiet corner. A welcome break. 
Serenity in the midst of a busy schedule. 
Westin’s Tokyo Prince Hotel. Where everything from 
small business meetings to large-scale conventions 


Vestin Hotels in Asia: 

long Kong, The Shangri-La- Manila, The Westin Philippine Plaza + 
usan, The Westin Chosun Beach + Seoul, The Westin Chosun + 
ingapore, The Westin Stamford - Singapore, The Westin Plaza» 

bkyo, The Akasaka Prince + Tokyo, The Tokyo Prince + 

ot reservations, call the Wesuin Hotel in your city or your travel consultant 


are handled with amazing ease. 
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THE PEOPLE AND PLACES OF WESTIN 


Caring-Comferlable-Civiligtd. 
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heres arefreshing qu 
~ General Electric r 


eneral Electric thinks refrigerators should do 
re than just cool and freeze food. They should 
work for you. Help with shopping. Keep you 
your family refreshed. 
Our top-of-the-line, side-by-side refrigerator 
give you crushed or cubed ice and chilled 
ter: at the touch of a glass. And keep your 
rite refreshments ready and waiting in an 
oor compartment. 
- Diagnostic electronics keep you informed 

Jut your refrigerator’s operation or maintenance 

ds. Food Saver compartments keep meats 

| produce fresher longer by controlling storage 

perature and climate. 

-Interior and door shelving let you use 
frigeration and freezing space with maximum 
ficiency. Special touches we add keep un- 

wrapped foods fresh and small items secure. 


iy cry 


Many of the same features go into ¢ 
top- freezer model. This refrigerator g 
one of the most usable freezer spaces in thew 
Shop less often. Then shop at home before | 
every meal with a quick glance into the shelve 
eye-level freezer compartment. ; 
We think you'll agree that General Electric | 
has the most attractive, convenient, sensible and 
easy-to-clean and maintain refrigerator line in 
the world. So see your distributor/dealer today 
for the one that best fits the way you live. 


Equatron Pte. Ltd. — Singapore 4666533 
Equatron (M) SDN. BHD. — Malaysia 03-7 7558322/04-62331 


General Appliance Co., Ltd. — Hong Kong 3-4 24647/3-963337/5-233745 & 


Ho Tai Development Co., Ltd. — Taipei, Taiwan, R.O.C. (02) 505-9720 


GENERAL (3) ELECTRIC 


General Electric puts more into its bome appliances 


to help you get more out of life. 
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FarEastern Economic 


MALAYSIA: 


Preventive 
Detention 


Zhao Ziyang 
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“Unlike me, my Rolex never needs a rest” 


Placido Domingo, possibly the 
greatest living tenor, has one over- 
riding ambition — to help more 
people, all over the world, under- 
stand and appreciate the music 
ve loves. 

To this end, Placido Domingo 
has learned 80 different operatic 
roles - an amazingly diverse and 
daunting repertoire, but also one 
which attracts the widest possible 
audience. He has also sung the 
lead role in ‘My Fair Lady’ and 
performed Zarzuela folk- -songs, 
simply to interest more people i in 
the power of music. In recent years 
his films, including ‘La Traviata; 
have given pleasure to many 
who discovered opera first in the 
cinema. Very recently, Placido 
Domingo has completed the most 


THE ROLEX GMT-MASTER CHRONOMETER IN I8CT. GOLD. ALSO AVAILABLE IN STEEL AND I8CT. YELLOW GOLD OR IN 


ambitious opera film ever made, 
where his Otello is directed by 
Franco Zettirelli. 


And now, Placido has added 


yet another career to his operas, 


films, videos and records both as a 
“My goal,” 


“is to be a real Music 


singer and a conductor. 
he says, 
Director.. 
best conductors and Dest stage 


.to bring together the 


directors and the best possible 
casts.” 

So he has become Music Ad- 
visor to the Music Center Opera 
Association in Les Angeles, with 
the aim of building a new, world- 
class opera company. The range 






of Placido Domingos activities 
recalls the spirit of the Renais- 
sance, where the most gifted crafts- 
men excelled in as many related 
skills as possible. 

During 1986, Placido Domingo 
has used his remarkable voice as 
often as he dared to raise funds 
for Mexico following the earth- 
quake in which so many people, 
including members of his own 
family, lost their lives. 

To keep up with the ever- 
increasing demands on his time 
Placido Domingo, the Ambassador 
of Opera, relies on his Rolex.“ This 
watch is perfect for me,’ he says, 
“because, unlike me, it never needs 


a rest. You could say it's W 
one of my favourite =- 


of Geneva 


instruments.” 


STAINLESS STEEL 


comes from experience 


Dedication and knowledge make our flight and cabin crew 
very special. 


At the Kuwait Airways Training Centre, pilots and flight 
engineers undergo stringent tests to ensure the highest 
degree of proficiency. 
Just one meve’éxample of Kuwait Airways commitment to 
5 . è ere ag 4 rs © i pare ery t— r - æ 4 p” 
Te Mane pales and comfortable flight every g p: afi i 
TA KUWAIT AIRWAYS 


* BOEING 747 Simulator. Where east meets west 











JP ees 
Wirere else puts you in the heart of Malaysia’s capital 
at such affordable prices. Where else offers such a haven 

















When it comes to reaching Asia’s frequent 
business travellers, the Far Eastern Economic 
Review offers you the most mileage. 


At present most of the world’s leading airlines 
with routes in Asia use the Far Eastern Economic 
Review regularly as a primary advertising 
medium. Why? The answer is simply because the 
Review reaches the highest audience concentra- 
tion of heavy frequent independent business 
travellers of any regional publication in Asia 
today. And does it more cost-efficiently. 


If you'd like to know more about our frequent 
business travellers, write on company letterhead 


of relaxation and brings you the luxury of the city’s largest | 
hotel rooms. Where else but the Shangri-La Kuala Lumpur. 7%, } 
Voted one of the best hotels in the world. : 


SHANGRI-LA INTERNATIONAL: BANGKOK (2) 236 7777 © HONG KONG (5) 810 7782 © KUALA LUMPUR (03) 232 2388 © SINGAPORE 338 3300 
© AUSTRALIA (008) 222 448 e LONDON (01) 581 4217 © TOKYO (03) 667 7744 © USA & CANADA (800) 457 5050 


SHANGRI-LA BANGKOK. SHANGRI-LA BENING, SHANGRI-LA KUALA LUMPUR. SHANGRI-LA SINGAPORE. SHANGRI-LA SEOUL (1989), CHINA WORLD TRADE CENTER BEIJING (1983}. SHANORE-LA INN PENANG. 


S Shangri-La hotel 
KUALA LUMPUR 
A SHANCRI-LA INTERNATIONAL HOTEL 
















Business Travels With The Review 





and we'll be glad to send you a copy of the latest 
1986/87 6 City Media Phase from t he INTRA- 
MAR STUDY independently conducted by Inter- 
national Travel Research Institute. The facts 
speak for themselves. You’ll see how well-travel- 
led we are. 


Address your inquiries to:— 
Elaine Goodwin, 

General Sales Manager 

Far Eastern Economic Review 
G.P.O. Box 160, 

Hong Kong. 
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lf you've ever seen a Case dozer at lf you've never seen a dozer turn 
work, you have. in its tracks, it’s time you paid a visit to 

Case power turn puts power on both your Case dealer. See him today. And 
tracks for quick, precise turns on any see how nimble six tons of muscle 
soil; hard or soft, wet or dry. It holds can be. 


. your load securely on the blade, too, so 
you move more paydirt in less time. 
Case hydraulic blade control gives 
you still another edge. It lets you adjust 
the blade conveniently from the cab— 
on the go—to make every pass a 
working pass. 


JI Case 


A Tenneco Company 


700 State Street Racine, WI 53404 U.S. A 
Telex 26-4425 


Building On Quality" 

















The yield is Austria. 
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GZB VIENNA 


Genossenschaftliche Zentralbank AG 
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ity and a free capitol market 


Austria offers you stabil 





Tel. 66 62-0* 
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Representative offices in New York, London, 


Hong Kong, Singapore and Milan. 


at your service. 





Your investment partner in Austria. 




































The Eiffel Tower has long been a 
-symbol of the “City of Light.” 

But only during daytime, for at 
anight, the tower’s openlattice geo- 
mmetry and distinctive silhouette 
wcould hardly be seen. 

Which is why Philips was asked 
“to develop a new lighting scheme, 
using CAD-positioning, high- 
‘pressure sodium floodlights and 
¿special luminaires. 

So after decades of hiding in the 
shadows, the Eiffel Tower is again the 
most outstanding feature of the Paris 
skyline at night... every night. 

A towering achievement for 
Philips lighting capability, 











... a capability based on the 
unique combination of scientific — 
research, application expertise and > 
product technology. . 





En ed 


Send today fora free 
copy of this booklet. 
Philips Lighting 
Division, Marketing 
Services EC2/ BW 34 
PO. Box 218, 

5600 MD Eindhoven, 
the Netherlands. | og 
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Lighting Leadership Worldwide. — 
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W hen I arrived in Dharamsala in the 
first week of April I was accosted 
by an acquaintance, a fiery Tibetan 
youth leader. He brushed aside the cus- 
tomary formal greetings. “The situa- 
tion’s absolutely pe gar If we don’t 
do earthing now Tibetans will end up 
as anthropological oddities for future 
generations of Westerners to study.” 

The Dalai Lama’s statement a month 
before — at the 10 March rally marking 
the 28th anniversary of Lhasa’s abortive 
uprising against Chinese mili occu- 
pation — was uppermost on his, and 
everyone else’s, mind. The theme had 
been the escalating Sinocisation of 
Tibet, resulting in 6 million Tibetans 
being reduced toa minority race in their 
own land: in major cities they are today 
outnumbered two to one by Chinese 
settlers. 

It wasn’t until 7 October that some- 
thing happened. Every politically aware 
resi ent Tibetan — ga most of them 
are — had a role to play as the world’s 
media descended on Dherameils: head- 
quarters of the Dalai Lama and his gov- 
ernment-in-exile which is responsible 
for the 100,000 Tibetan refugees in 
India and abroad. 

The first stage of the event took 

lace at the narrow main street of 

cLeod Ganj where the press was 
greeted by 1,000 or so demonstrators 
who sat brandishing banners and shout- 
ing slogans: “We Want Freedom.” 
“Long Live the Dalai Lama.” “Tibet's 
Freedom, India’s Security.” “Deng 
Xiaoping Go To Hell.” “Chinese Quit 
Tibet.” As TV crews (one had come 
from West Germany in the morn- 
ing, completing the 600-km journey 
from Delhi to the Himalayan foothills 
by helicopter), photographers and re- 
porters moved a the demon- 
strators, emotions ran high and some- 
times erupted in tears. Most emotional 
were Tibetans recently from Tibet: 
those who have sought refuge in India 
since the recent Chinese liberalisation 
policy which has allowed Tibetans to 
cross the Himalayas in both directions, 

The demonstrators staged a 24-hour 
hunger strike in support of members of 
the radical Tibetan Youth Congress who 
were staging a simultaneous strike out- 
side the Chinese Embassy in New Delhi. 

The second part of the event occur- 
red in the early morning, about 250 m 
further south along the 1,800 m ridge of 
McLeod Gnaj where Lhasa’s famous 
seventh-century central cathedral, the 
Jokhang, has been modestly recreated. 
There the Dalai Lama sat on a low bro- 
cade throne facing a statue of the Sakya- 
muni Buddha and led prayers for dem- 
onstrators who had died in the riots in 
Tibet, as well as those under arrest. 

Behind him rows of monks from his 
private monastery, Namgyal, filled the 

Spacious hall with a sea of burgundy and 





saffron robes. And behind locked grilles 
two massive turquoise and coral-stud- 
ded statues gazed towards Tibet — one, 
the ee of the Buddha of Compas- 
sion, Chenrezig, is made up of frag- 
ments of statues from the Jokhan 
which were smashed during the Cultural 
Revolution. The mood was sacred and 
solemn. 

And then came the moment the 
media had been waiting for — the 
Dalai Lama’s afternoon press confer- 
ence, the first ever to be called in 
Dharamsala. Anticipation ran high that 
this was it; a major political announce- 
ment was to be made. A political initia- 
tive, perhaps, linked to the Tibetan 
leader's visit to the US late last month 
and the subsequent events in Lhasa. 

After welcoming the assembly, and 
thanking them for showing their con- 


cern by making the long journey to re- ` 


mote Dharamsala, the Dalai Lama an- 


Uine ee rier > 





nounced that he had nothing in particu- 
lar to say and threw the room open to 
questions. The press probed. And he 
parried. 


d F this a turning point?” “I think 10 
March 1959, was a turning point. 
This event is a continuation of that. . .” 
“Where do you intend to find allies?” 
“Violence is not the proper way. Espe- 
cially in our case, violence is almost like 
suicide. My idea is demonstration with- 
out physical violence.” “Would you 
support the demonstrations in Lhasa as 
a means of continuing to hold world at- 
tention?” “As long as the problem is 
there this kind of thing will happen.” 
The reporter, emphatically, again: “But 
would you support... ?” “Yes... By 
peaceful means.” 

Further questions revolved around 
India’s potential to help Tibet; clarifi- 
cation of the Five-Point Proposal 





‘On the 





launched by the Dalai Lama in Wash- 
ington in September — and its possible’ 
role in triggering the Lhasa demonstra- 
tions; Buddhism’s potential accommo- 
dation with communism; continuing to 
send delegations from Dharamsala to 
Tibet and China; whether the t 
of turning Tibet into a zone of oa — 
considered meeting the Chinese half 
way, and whether the Dalai Lama 
would be guiding the Tibetan activists in 
Tibet from Dharamsala. 

The answers were philosophical, 
studied, spiritual, Gandhian and reflec- 
tive — but not the epoch-making state- 
ments the room had anticipated. 

But this was not the end of the event. 
th from Thekchen Choling, 
the Dalai Lama’s private complex, 
monks blocked the departing press cars 
with more impassioned slogans and 
banners — in case the message still was 
not quite clear. Young robed scholars 
from the neighbouring Institute of 
Buddhist Dialectics and from Namgyal 
jostled and shouted: “People of the 
World, Help!” “UNO, We Want Justice.” 

Their anguish was reinforced by 
posters: “Help us Friends — the 
Chinese are Murdering our People.” 
And they spoke for across the 
mountains: “We, the 6 million Tibetans, 
support the Dalai Lama’s Five Points.” 

e something that most Tibetans in 
exile have been praying for was at last 
h ning. Tibet was not forgotten — 
reduced, in their eyes, to a military bas- 
tion and a fashionable tourist destina- 
tion earning foreign exchange for 
China. Solidarity could at last be dem- 
onstrated, sacrifices made to give cour- 
age to the 6 million across the border. | 

And where will the activity and 
euphoria lead? “Things are not easy,” 
the Dalai Lama had said minutes be- 
fore. “Everybody who thinks about 
Tibet’s problem has deep sympathy: but 
everybody tries to avoid action because 
it is delicate. There is no reason to ex- 
pect much immediately. But in the lon 
run it [non-violent demonstration] wi 
be helpful.” 

But before dusk news of sympathetic 
international action reached Dharam- 
sala. The news had been translated from 
a Chinese-language broadcast — the US 
Senate had passed the second stage of a. 
bill condemning Chinese abuse of 
human rights which resulted in the offi- 
cially confirmed deaths of 1.2 million 
Tibetans since 1959. 

The following day 100,000 refugees 
awoke feeling less forgotten and alone. 

Jane 
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BUSINESS OPPORTUNITIES 





AUSTRALIA. 
TOURISM PARTNER REQUIRED 


The Suniiner group € controls E companies 


: > pri 
advantage of the 


jed in toutist coach and local bus 
As such itis one of the largest 


 Queensland/Barrier Reef area. it is aizat that piera sm AS8m. wil be 


required. 


apne apeme may write to: L, W. Francis, 
Sunliner Queensland Pty Ltd, 
PO Box 44 MANLY QLD 4179, AUSTRALIA. 
Fax No. 61 73935224 


‘International fashion company 
“Based in Monte’ Carlo, principality. of 
‘Monaco, is locking for an exclusive dis- 
/tributor licensee for. an elite prestigious « 

| aecessories line tor men and women. 
gare har eng: 


iene. Keio Plaza Inter-Continentat 
i Hotet (Tel 03 344 0141) 

“trom October 20 to October 24 

Seoul, Seow Hilton international 


, Lai Lai Sheraton Hotel 
{Tel 23215511) 
from October 29 to November 1 
Hong Kong, Furama inter-Continental 
Hotel (Tel 862 5 52 55 111) 
from November 2 to November 5 
: . Pavilion Inter-Continental 
Hotel (Tel 65 73.36 888) Soke tl 
from November 6 to November 8 : 
Manila, inter-Cortinental Manila 
—(¥el63 2.815 87 11) 2 
from November 9ta November 11 


Alain Sangiorgio International 
7 Avenue Des Papalins 
Suite 40, Fontvieille . ; 
Principaute De Monaco 
Telex 469870: MESo 


“BUSINESS SERVICES 


MANAGEMENT / FINANCE | 
CONSULTING-SERVICES 


fa Company /Trust/ Foundation 


formation and Management 


=~ ‘Trustee and fiduciary services 


— Project evaluation and 
implementation 

 Allintemational transactions 

— Contract negotiations 

Developing contracts with 
authorities, banks, investors,etc. 


iBS, Bahnhofstrasse 100 
CH-8023 Zurich 
Phone 01/211-04-83 
Fax.01/2t1 75 31 
Telex 813884 


“START BUSINESS IN HONG KONG? 


= Company Formation 
— Transhipment Services 


~= LC Handling 


sas Documentation 


Services 
Am 923, House, TST., 


Hong Kong. 
-} Tel 977211833 .. Tix 39644 DSMGT- 


Fax 37242467 








GLOBAL í 
“BUSINESS SERVICE \ 

PHILIPPINES = 

“Your pariner in Manila for busi- 
fess address & office use, complete 
facilities for businessmen. Centrally 
located Assistance in Import, Poon. 

Marketing & Trade. European Mgmt 
Contact: GLO! SINESS svc. 
2118 MH. del Pilar Street. JEPCO. 
Bidg., Room 205 207, Malate,- 
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ae | Ready made companies 
ae available from all major. 
l , 
ToO tax jurisdictions. swift, 
I efficient service, 
i competitive rates. 
i Phone Hongkong 
i : 








° penas 31 st- 
. February 2nd, 1988 
© Hyatt Regency Singapor e 


The 2-day programme is 
designed to assist senior 
executives in the gas industry 
and related fields to:determine 
the challenges of the growing 
gas industry in the ever exciting 
Asia Pacific region. 

Topics to be covered by world 
experts include: 


+ Gas utilization 
Gas processing 
Gas trading 
Financing of gas trading 
Commercial, 
documentation and 
contracts 
Electronics information 
_ and publications 
e Transportation and 
operation 
è Storage.and terminals 
è Country presentations 


APG’ 88 is an annual forum where: 
the gas industry of the world could 
share and exchange their view. It is 
an occasion to renew existing ° 
contacts; develop new ones and to 
profit from these business 
opportunities. 

itis an excellent business meeting not 
to be missed by traders, bankers, 
refiners, shipping brokers, terminal 


- operators, futures brokers, national 
~ gas corporations, insurance brokers 


and those involved in. ithe trade.” 


Co-Sponsors: 


ENERGY & MINING ine 




















The EURO-ASIA CENTRE is an independent, non-profit 
making organisation created by INSEAD, the largest inter- 
„national business school in Europe, Over the years, the 
| EURO-ASIA CENTRE has acquired an exceptional capital 
of expertise on the Pacific Asian region and offers each 
| year a number of management development programmes 
- for both the European and Asian business communities. 


Over the next few months, the EURO-ASIA CENTRE will 
be organising the following programmes in Asia: 


Human Resource Management in Asia 
_ Singapore, 14 ~ 18 December 
Macau, 7—11 March 
_ This programme identifies which approaches in human re- 
4 source development and management are consistent with 
‘Asian environments and asks how to motivate, plan and 
manage careers in.a period of slower growth, and which 
personnel management tools are appropriate to local 
Asian conditions. 
‘Hong Kong International Executive Programme 
Macau, 29 February— 11 March 
_ Asian international Executive Programme 
Singapore, 4 —5 April 
These general management courses are designed for exe- 
cutives of local and multinational companies operating in 
sia and in need of updating their knowledge of the major 
Management functions and of bringing them into the per- 
-Spective of senior staff competing in the international busi- 
nesse nmentof Asia. s 


| Asian International Marketing Programme 
| Singapore, 4-15 April. 
| Marketing problems are discussed in an international con- 
text. Starting with data analysis, emphasis is laid on seg- 
-mentation and positioning questions, taking into account 
|. different market environments, international competitive 
_ forces and the globalisation of markets. 


‘Strategic Planning in Asia 
: Singapore, 4—7 April 
` In Pacific Asia, the task of achieving competitive success is 
particularly challenging given the variety, volatility and un- 
certainty of many markets and situations. This programme 
© aims at providing senior executives with some tools, con- 
cepts and methods which can be used effectively to formu- 
late and implement strategies in the region. 


For further information on these or on any of the other ac- 
| tivities of the EURO-ASIA CENTRE, please contact 


“-EURO-ASIA CENTRE 

| Marketing Department 

- Boulevard de Constance 

-77309 FONTAINEBLEAU Cedex, 
France. Tel: 1-6072 4012 

_ Fax: 1-60724049 Telex: 690389 | 


Graduate 
“School of 


Business| 


Administration — 


IBEAR MBA Program 
Graduate School of Business Administration 
University of Southern California © 
Los Angeles, California 90089-1421 
Phone: 213 743-2272 
Telex: 4720490 USC LSA 
Facsimile: 213 747-4176 


"Bd. Forét /Ch des Ramiers 16 


1012 LAUSANNE 


for study and residence, tennis court, heated swimming: 


pool. 


© Comprehensive academic program in small classes. Of 


ficial certificates and diplomas: 
e Full American High School Proc 


. Jege guidance. Excelient university acceptances. 


oo! Program, Grades 8-12. CEEB 
(SAT, PSAT, ACH); TOEFL. Advanced Placement. Col- 


e Secretarial and commercial courses in French or Eng- 


lish. Word processing and computer science. 


® Diversified activities: art, music, ballet, cookery, sports. 
Educational trips. Winter vacations in Crans, Swiss Alps. 


Summer course: July 3,—30 ., 1988. 


Do you want to reach 200,000 middle and 
top level executives? 


For only US$328 you canin this space 
next week — but hurry! 


Contact Hillary King 
Hong Kong (5) 293123, 


Telex 62497 REVAD HX Fax: (5) 8656197. 
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SPECIALISED 
DREDGING EQUIPMENT 
FOR SALE — 

One Grab Dredger/Spares 
Grabbing Capacity 0.8 M3 


- Three Split Hopper Barges/Spares 
Hopper Capacity 40 M3 


One Split Hopper Barge 
Hopper Capacity 300 M3 
























SHOWROUND: 
23 NOV, 1987 (MONDAY) 


MEETING PLACE/TIME: 
| INFORMATION COUNTER, 1ST STOREY 
CABLE CAR TOWERS | 
3, MARITIME SQUARE, SINGAPORE 
AT 1000 HRS 


* TENDERS CLOSED: 
8 DEC, 1987 (TUESDAY) AT 12 NOON 

FOR DETAILS CONTACT: 

TELS: 2747111 EXT 1452/2768 








Hampton & Sons, the leading UK Estate Agents can assist you to buy. sell. let: 
manage and arrange finance for your UK house or flat. 
Call Philip Jackson on 5-8104838 or telex 6185) FPDHK HX 


Poe FART AC TERS DAMES, & Bons 


| PROPERTIES UTED NRSR: 7 
Tal {Arlington Street, London SWIA IRB Telex 25341 


at 
Paia | 2e foor Two Exchange Square. Bong Kong 








































SOL SKI COMPLEX 
ANDORRA 







I 


This space is 


Fully. serviced apartments in this idyllic tax 


free. skiing. resort. Complex facilities. in- 

clude swimming pool, squash court, res- 

Jaurant, bar and shops, : z 

Fully.furnished Studio flats and Apartments: 

For further information contact INTERSE- i 

ARCH at 1004 Dina House, Ruttorjee 

Centre, 11 Duddell Street, Central; Hong 

Kong, Tek (5)8108511 

|| Tec 6862 INTSH HX 
Lorries 































AMERICAN 


Í aa International Classified Manager 
RECREATION RANCHES 


Far Eastern Economic Review 
15th Floor, 
80 Gloucester Road 
GPO Box 160, 
Hongkong © 
| Vel: 5-293123 : 
Telex: 62497 REVAD HX 


































APPOINTMENT 


THE DARWIN 
INTERNATIONAL GRAMMAR SCHOOL 
Northern Territory, Australia 


Applications and recommendations are invited for the position of 


of the Darwin international Grammar School which willopenin f- 
1989 with an initial enrolment of 200 students, increasing | 
progressively to a projected maximum of 1250, two-thirds of 
whom are expected to be boarders. 
This independent co-educational residential non-denomina- 
tional Schoo! will prepare its senior students for the examina- 
tions of the International Baccalaureats and will seek a re- | 
lationship with the United World Colleges movernent. 
The remuneration of the Head will be commensurate with that f 
of the Head of a major independent school in Australia. Ap- | 
pointment will be for an initial period of five years, renewable 
by mutual consent. 
The date of appointment will be negotiable, but itis expected | 
that the Head will ‘take up the position not later than 
1 April 1988. 
Applications and recommendations should be directed by 
30 November 1987 to 
The Chairman of the Selection Committee 
The Darwin international Grammar School 
GPO Box 1154 
Darwin, NT 5794, Australia 
telephone 089-27 5474 


from whom further information can also be obtained. 


international Institute of 
> Tropical Agriculture 








DIRECTOR, HUMAN RESOURCES | 


The International Institute of Tropical Agriculture (HTA) invites applica- `}; 
tion from qualified candidates for the senior position of Director, Human | 
Resources. : 

HTA is an international agricultural research institute in a world-wide 
consortium of 13 centers organized by the World Bank, FAO and the Unit- | 
ed Nations Development Program. With headquarters in Ibadan, Nigeria, 
the institute has outreach programs in many countries of sub-Saharan Af- 
rica. ITA scientists from 45 nations workin partnership with national agr 
ricultural agencies to raise the productivity and income of family farmers _ 
and thereby to increase food production in less developed countries. The 
institute employs approximately 200 internationaily recruited and 12001oc- | 
ally recruited staf. ~~ ens i 

Candidates should have substantial experience at management levelin 
the personnel or human resources. area of an international or private or- 
ganization. Experience should include industrial relations, manpower 
development and training, and administration of personnel policies for all 
levels of staff. ; : ; 3 ; 

Salary is competitive, and the very attractive remuneration package in: 
cludes personal car, children's educational and travel allowances, highly | 
subsidized housing and other benefits. The Institute's headquarters, re~ - 
search facilities, residential areas and extensive recreational facilities are 
situated on an attractive 1000 hectare campus outside of Ibadan... i 

icants are invited to send their CV, date of availability, and names 
and addresses of three referees to the Director General, NTA, c/o LW, 
Lambourn & Co., Carolyn House, 26 Dingwall Road, Croydon CR9 3EE, 
England: = = a gs 
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HONGKONG: The market opened to 












o calm down. Far 





response to. Wall Street's crash on 19 
pots the day after, then recovered 
half the losses the following day only to 
fall again. The index shed 14% over the 
period. Matsushita fell ¥570 (US$4) to 








| shares, worth ¥857.8b. 


lowed the crash on world markets, 
posting a record 21% drop for the 
od. Feeble trading yielded the low- 
average. daily turnover. since the 
eriod. ended 13 July, at NT$7.07b 
US$236m). Cathay Life Insurance fell 
133 points to NT $466, a 22.2% fall over 


points to NT$221, down 21.9%. 
SINGAPORE: The market © suffered 
_ more heavily than its Malaysian neigh- 


the Deepavali holiday, when local 


estors were encouraged by a mild | 
‘ecovery on Wall Street. There was | 


anic selling across the board. SIA lost 
5$3.30 (US$1.60) to $$9.00 and DBS 











heavy 66.8m shares, valued at $$2.1b. 























KUALA LUMPUR: Stocks plummeted 
as foreign institutional and local invest- 
ors alike all tried to pull out of the mar- 
et. Blue chips suffered heavily, de- 
pite a strong rally when the market re- 
pened after the Deepavali holida 
mid-period. MISC fell M$2.55 (USSI 
to M$5.35 while Sime Darby lost 77 M 
cents to M$2.73. Volume averaged 
31m shares a day, worth M$65m. 


SEOUL: Stocks held up in city’s pro- 
tected market, with the composite 
index closing the period on a steady 
note. Volume rose to a daily average 
f 5.5m shares, worth Won 87.4b 
US$108.6m). Insurance issues, up 
ore than 14% , were the only gainers. 
The prohibition on direct foreign in- 
estment insulated the exchange from 
turmoil in-world markets. 





Signs of catastrophe 


MARKETS in Asia continued their meltdown in th 


Korea. Hongkong was the biggest casualty, though it had suspended trading for most of the period. 






massive pent-up selling after a four-day . 
Suspension of trading apparently to - 














| | A$4.20, while Ron Brierley’s Indus- 
| | AS$2.90._A total of 1.12b shares were 






TOKYO: Stocks fluctuated wildly in fa; 







Oct. The Nikkei index dipped 3,836 |e 







¥ 1,900 and Nippon Steel dropped ¥24 | 
to ¥415. Volume averaged 897.8m 





















| TAIPEI: The weighted price index fol- f 





the period. Chung Hwa Popped 62 | 


ur despite a strong rally mid-period | 





594.70 to. $$9.30, Volume averaged a 








e period ending 26 Oct., with the exception of South ; 


AUSTRALIA: Markets plunged 34% 
over the period, losing _A$64b 
(US$45.9b) in market capitalisation: 
Entrepreneurial companies suffered: 
the heaviest falls. Robert Holmes 

Court’s Bell Group fell from A$9.40 to: 





trial Equity was slashed by half to 
traded, worth A$2.57b. 


NEW ZEALAND: Despite a holiday- 
| shortened period, the market recorded 
its third heaviest trading volume ‘in six 
months as punters sold frantically. The 
Barclays Index fell steeply in early ses- 
sions but recovered to close one point 
above this year’s 18 May low. Brierley 
was down 93 NZ cents (60 US cents) to” 
NZ$3.50. Volume was 103.2m, worth 
NZ$246.9m. 


MANILA: After a brief recovery from 
the 20 Oct. market crash, prices weak- 
ened anew owing to fears of an.econo- 
mic slowdown in the US. PLDT fell 
29.5% to P141 (US$6.80) and San 

Miguel-B dropped 23.5% to 2130. 

Oils rose at mid-period on encouraging 

news at drilling sites but later fell-on 

profit-taking. Average daily turnover- 
rose to P1.08b on 11.87b shares. 





BANGKOK: Most stocks, except Thai 
Synthetics and Thai Insurance, suf- 
fered heavy losses. Many traders 
liquidated their holdings in the wake of. 
a decline in confidence in the holiday- 
shortened period. Heavy casualties in- 
cluded Union Textile, down 34%: to 
Baht 436 (US$16.9) and Dhana Siam, 
down 32% to- Baht 608. Volume total- 
led Baht 4.6b for 38.7m shares. 





BOMBAY: Share values dropped 
further in restricted trading on the 
stock exchange. Although the crash in 
world stockmarkets was viewed with 
pessimism by local brokers, the impact 
on the local market was negligible. 
Bajaj Auto declined by Rs 50 
(US$3.80) over the period (which was 
shortened by the Deepavali holiday) to 
Rs 5,550. 














NEW YORK: The market recovered 
slightly: on the first trading day of the 
period but underlying bearishness soon 
re-emerged strongly causing another 
meltdown. Trading was chaotic as in- 
vestors rushed to liquidate holdings, 
while sharp drops in overseas markets 
- provided a further impetus to sell. The 
‘Morgan: Stanley Capital International 
ndex dropped to 401.1 on 23-Oct. 
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ECONOMIC INDICATORS — SELECTED ASIAN COUNTRIES 
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US$70.39b 
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US$57.27016) . 
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Other: SDA1 = US$1.30915, ECUI =US$1.168 
os MSI 213, fio HK$13.1989, 
S months forward: priate Japan ¥ 141, 891, 
779, Singapore $$2.0634, 
‘aot rate Seen ate 


HORAL Bank OF Now York Tar bandstche soli riaa on: the Maana mente 
“and Deak International Ltd for official rates. 
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` crashed 90%), it will indeed be remark- 




















“ee THE cult of equities is dead — at 
least for the 1980s —-and_as the five- 
¿year bull market expires around the 


world guesses are beginning to abound 


about where and when markets will bot- | 
tom. They can be no more than guesses 


because the crash so far has induced a 
profound change in investor psychology 


towards equities and that change could 


very well push markets well below the 
iptwhere rational analysis and funda- 
mentals dictate a buy. 


In the City of London, where a. 
strange and unnatural calm prevails ` 


compared with the misery.on Wall 
Street, brokers and fund managers as- 


` sure Shroff that share prices in major 
markets have a further 10-15% to‘ fall 


(from 27 October levels) before they re- 
bound. Given that the London. FTSE 
100 index (Footsie) has already. fallen 
26% since Grey Friday on 16 October 


“(and is 30% below its 16 July peak) this 
further predicated drop looks almost. 


reassuring. ate i 

Wall Street, too, is 20% ‘off its Grey 
Friday level and 34% below its 25 Au- 
gust peak, so a further 10-15% would 


imply a relatively soft landing. Whence | 


comes this optimism? It is-all a question 
of yield gaps reasserting themselves, say 


brokers reassuring. themselves over |. 


lunchtime gins. Equity yields, which:are. 


already beginning to look a good deal. 


more healthy than they were before 16 
October, and a further fall of 10% orso 
in share prices would put blue-chip 
yields back up in the 5% range. 

_ At this point, they begin to look at- 
tractive again compared. to long bond. 
yields, allowing for the fact that corpo- 
rate profits growth was healthy before 


. the.crash, and given the more favoura- 
-ble. tax position of capital gains. com- 
| pared with interest on fixed-income 


stocks.: Om an earnings-yield basis, 
equities are already looking attractive 
vis-a-vis bonds, say the. City, analysts. 


| Stocks, in the already «-bombed-out~ 
Hongkong market are held to be espe- 
~¢ially attractive on a yield basis. ks 
@ IF the 1987 bear market does indeed | 


prove to be so short lived and so: rela- 


| tively painless (compared say, to the” 


1973 London bear market where values. 









able. But it is as unlikely, thinks Shroff, 


that investors will be any more heedful- 


of rising equity yields on the mark 
way down as they were of. savagely 
clining yields on the way up. The simple 
and sad fact is that this is not. what equity 





: Markets are all about. 


The major stockmarkets. of the 





|. world, and some of the minor ones too, 
| have been nothing more than a magical 
money game for a year or more now. 








Shares were brought in the pectation. 































of rising prices, which were guaranteed 
only by the weight-of new money com- 
ing in. It-was all about as rational as the 
pyramid fun the infamous Mae 
Phamoyin Thailand. i 


; à 


Now that the magi 


















upon the born-again investor that prices 


‘can fall as well as rise — something 
‘which unsophisticated unit-trust hold- 


ers have known for a long time — it is 
very hard indeed to see share prices re- 
bounding at 10-15% below their current 


“levels, or even 50% below for that mat- 


ter. The bear psychology will have to 
run its natural course and that is likely to 
be.a matter of years rather than months. 

If this is so, the damage-control op- 


erations of central banks. and other | 
authorities will have to go a good way | 


beyond what has been done so far. There 


_have not yet been any reports of market 


makers or agency houses in either Lon- 
don or New York getting into serious 
trouble. But these are early days. 

; © SIR 
Goodison, chairman 
of the’ International 
Stock. Exchange “in 
London, told Shroff 
4 that.:he expected to 
Bi see “some weeding 
out of the. competi- 
tion” “among: brokers 


_and market makers as aresult of the col- 


lapse. Sir Nicholas made his comments 


“after a press conference on 26 October to 
‘| mark the inauspicious first anniversary 


of the City’s Big Bang. He naturally de- 


 clined'to speculate on which institutions 


might be hit, but there are some: rather 
snide-comments to be heard in the City 
about US institutions which geared up 
ina big way in anticipation of Big Bang. 
» There are now 34 equity market 


-makers in’ the City. compared with 13 
| stock: jobbers prior to Big Bang, The 


overall commission rate for British 
equity. transactions has fallen from 


0.43% in 1986 to 0.33% now. That did 
_| not matter before the crash because cus-- 
| tomer turnover in the market almost . 
„exactly doubled after Big Bang. Now 
the initial surge of dealing in the wake of 





the crash has subsided, dealers believe 


the “frenzied” trading of the pre-crash 


days is unlikely to return. A°new and 
rather ominous calm prevails. 

Thinner profits will in themselves 
ll for a reappraisal of staffing levels 
even in the case of the best capitalised 
institutions. For the weaker ‘ones, the 
wall seems the only place to go unless 


they are absorbed by others. One-un- 
- known factor is the size of the stock’or 
“inventory losses which market makers 






in London and specialists in New York 
are facing — in other. words the losses 


c circle is broken. 
and the awful realisation has dawned 


Nicholas ` 





















they made on inventory held before 
Grey Friday and before they could mark - 
down prices against sellers. Those losses’ 
can be disguised only if inventories are 
permitted to be held in balance-sheets'at 
book values. ; : 
The’ London Stock Exchange is 
adamant that electronic trading and 
other elements of Big Bang have not 
added to price volatility in London — 
only to “visibility and to. liquidity,” as 
Sir Nicholas put. it. It appears that so- 
called. derivative instruments such as 
equity futures and options have had far 
less, of tail-wags-dog effect in London 
that they have had in New. York or 
Hongkong. eS ms 
_ The ratio of futures and options deal- 
ing turnover in Chicago to equity deal- 
ing in New York is some 4:1 whereas in 
London it is only.around 1:5. This is one 
reason why London was able to avoid 
the debacle of Hongkong’s market clo- 
sure, or the curtailment of market hours 
in New York. London has kept trading. 
right through the.crisis, albeit ona “fast- 
track” system of indicative rather than 
positive-dealing prices at times. 
Likewise; London unit trusts have con- 
tinued to permit normal telephone re- 
demptions while some big US mutual 
funds have reverted to written redemp- 
tion demands only. $ 
@ EVEN as the equity cult expires, the 
two new monsters it has spawned — in- 
flation and recession — are beginning to — 
stir. The anodyne-sounding “reliquify- 
ing” of the financial system which 
US: Fed and other central banks have 
been pursuing in an attempt to prevent 
institutional collapse is already sowing 
the seeds of an inflation which willeven- } 
tually require tighter money, and thus.) 
engender recession. ao EB 
John Kenneth Galbraith may have 
been a whit premature the other day 
when he declared that Reaganomics 
died with the bull market. But one facet 
of Reaganomics, or perhaps Thatcher- 
nomics — namely privatisation — will 
certainly take a savage beating. The Bri- 
tish Government has stubbornly re- 


sisted pleas from underwriters to scrap |: 
the British Petroleum (BP) privatisa- | 









“tion issue. The BP share price is now 
way below the offer price and under- 
“writers, which include such big names as- 
Goldman Sachs, Salomon Brothers.and 
Shearson Lehman, are looking at losses 
of around £300 million (US$504.2 mil- 
lion). Admittedly, sub-underwriters:ac- 
count for some of that, but the whole ~ 
exercise, if it went ahead, would put 
further stress on an already ‘highly 
strained securities community in Lon- 

don and New York. BP, : 
suggested some weeks ago 
privatisation into a-dirty wo 
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IT IS AMOMENT YOU PLANNED FOR. REACHED FOR. 
STRUGGLED FOR. A LONG-AWAITED MOMENT OF SUCCESS. 
OMEGA. FOR THIS AND ALL YOUR SIGNIFICANT MOMENTS. 
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ii sam al) OMEGA ALWAYS MARKS SIGNIFICANT MOMENTS 
t i] 


AT THE OLYMPICS. IN THE SPACE PROGRAM 






| E IN SIGNIFICANT LIVES LIKE YOURS 
im THE OMEGA CONSTELLATION. FOR YOU BOTH. 
ig 


Q 
OMEGA 


Omega — Official Timekeeper of the Olympic Games, Calgary and Seoul 1988 
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MANAGING: 
RECTOR 


Fıve years ago 
they sat on their assets. 


Weve heard of companies who didn’t realize 


insolvency loomed until the Receiver walked 
through the door. 

Its not as ludicrous as it sounds. After all, 
how much time can you spare for taking a long- 
term view of your company? 

If business is running smoothly its very 
tempting to adopt a ‘take each day as it comes’ 
policy. Just the mistake the company in the picture 
made. Big profits five years ago and now facing 
up to lean times. 

If only they had talked to us at NatWest, we 
could have helped them remain competitive. 

Indeed, we could have supplied the time and 
initiative required to help them manage all their 
financial risks. In the shape of a personal contact, 
one of our account executives. 

He'd have begun by gleaning a thorough 
knowledge of the business, its methods, aims. and 
the market it operated in. 

Enabling him to answers 


give informed 
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DIRECTOR 





(rather than snap judgements), in response to the 


quick decisions that are so often called for in 


risk management. f 

His advice on debt structuring would not 
only have improved the cash position, but also 
given the company the resources to invest and 
remain competitive. 

And, just as importantly, remain liquid. 

To do this he'd have called on some of the 
financial instruments at his. disposal, including 
Performance Guarantees, SWAPS, Options, Banker’s 
Acceptances, Currency Loans and Forfaiting. 

More than likely, he’d have consulted the legal, 
accountancy and treasury specialists in our Group 
Financial Engineering Unit in London. 

And drawn on all the experience of Britain’s 
biggest bank, complete with a network spanning 
37 countries, an asset base of over US$120 
billion and a top credit rating. 

If only that company had talked to us... 

May we urge you to? While you're still 
sitting pretty. 

Risk Management by NatWest à 
- The Action Bank 
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Asa lighthouse guides seafarers by project- 
ing a warmly welcoming beacon, the Paradise 
Beach Hotel commands the seaside at Pusan, 
where it ushers visitors into a venue replete 
with pleasure. Far more rooms there may have 
been, but limiting them to 250 made each one 
more spaciously livable, and allowed for a fuller 
complement of amenities. 

Drink or dine at the Paradise Beach Hotel in 
as many as ten different settings without repeat- 
ing any of the superb cuisines from East and 
West, all enjoyed amid ethnic elegance. For a 
feeling of well-being, there are marine sports, an 


PARADISE BEACH 


HOTEL 
PUSAN KOREA 
HAEUNDAE PO BOX 45, PUSAN, KOREA 
TEL 151 742-2121, TLX; PARABH K52145. FAX, (060 742-2100 
SEOUL OFFICE TEL; (023 277-2121 


A WELCOMING BEACON 





OVERSEAS OFFICES Tokyo (03) 596-0481 Osaka (06) 309-2111 Fukuoka (092) 711-7175 Hong Kong 37215325 Taipei (02) 551-9871 


open-air hotspring pool, a fully equipped sauna 
and health spa. Then for the challenge of 
chance, the city's only casino is open yearlong. 

Relaxing pastel decor suffuses the surround- 
ings, and the whole pattern of deluxe delight- 
fulness is accented by service with professional 
skill, considerate care. 

But unlike a faraway lighthouse, the Paradise 
Beach Hotel is easily reachable, under an hour 
from even the furthest point of arrival in Pusan. 
A warmly welcoming beacon by the seaside, it 
will usher you into a venue replete with every- 
thing pleasant. 


























WWF Kojo Tanaka i BCL 


The 
Giant Panda 
needs your help 
to survive 


ONCE every eighty to a hundred years the 
bamboo forests in China's. Sichuan 
Province, burst into flower and then die off, And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites ~ali these 
factors and many more which threaten its 
survival. 


Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People’s Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves— Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 


The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 


But WWF needs money — your money. 
Please send contributions to the WWF 
National Organisation in your country or direct to: 
WWE International, 1196 Gland, 
Switzerland. 


WWF WORLD WILDLIFE FUND 


WW F acknowledges the donation of this space by 
Far Eastern Economts Review. 
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ed to be a lively demand for the 
not only. because of the second- 
liquidity eligibility but also because 
he yield, which is expected to be 
than that available from ordinary 
lovernment securities. 
__ In view of recent concessions by the 
jovernment to Arab-Malaysian Mer- 
ant Bank’s Amigos gilts scheme 
REVIEW, 23 July), it is surprising that 
-Cagamas has not been able to secure 





did not consider the tax 
a disincentive. The 
dded that the govern- 














ment did not want to create problems 
| for its efforts to create a secondary mar- 
ket for its own bonds. 

Jaffar said that the mortgage corpo- 
ration hoped eventually to build up its 
inventory of bonds up to the M$1 billion 
level, equivalent to about 8% of the out- 
standing loans to the housing sector as 
of the end of last year. 

The likelihood of the banks continu- 
ing to sell their mortgage loans to 
Cagamas is thought to be quite strong. 
The provision of housing loans has long 
been considered by many of the banks 
to be a “national service,” especially 
since the imposition by BN of a ceiling 
of 10% interest on loans for houses cost- 















ing less than M$60,000 and 11% for 
houses in the M$60-100,000 bracket. 
Although the average cost of funds is 
about 5% at the moment, there is no- 
thing, of course, to prevent it from 
breaching the 10-11% mark over the life 
of the mortgage. : 
To make life even more difficult for 
the banks, BN guidelines oblige them to 
make firm new commitments to finance 
64,600 new houses costing M$100,000 
or less before the end of this year. Judg- 
ing by their performance in the two pre- 
vious years, the banks are unlikely to 
achieve that target, which is the lynch- 
pin of the government’s special low- 


cost housing programme. 
__JAPAN} 












































une quarter, when the 
inking size of the external surplus 
ffset domestic growth, the Ja- 
economy now appears to be re- 
ig strongly. Economic. Planning 
(EPA) officials say that quar- 


y for the July-September quarter, 
hile the government target of a 3.5% 
‘annual growth rate for the fiscal 
year, ending March 1988, is “possible.” 
“All this assumes, however, that: 
rid economic conditions will remain 
_ Stable or, at worst, deteriorate gradu- 
ally. A further round of catastrophic 
falls in world stockmarkets or the de- 
stabilising of other capital markets in 
wake of equities could cause Japan 
) rethink many of its present assump- 
tions. Most serious of all is the possibil- 
ity of a severe recession in the US being 
iggered either by the stockmarket col- 
apse itself or by tax increases aimed at 
_ testoring market stability. 
_EPA economists suggest that a sharp 
lin the level of consumer demand in 
he US resulting from the impact of 
ower stockmarket values on individual 
ending power could leave Japan in a 
gerously exposed position given the 
Size of the bilateral trade surplus with 
he US (now running at an annual level 
‘around US$53 billion). Persistent 
ckmarket uncertainties could also 
use new downward pressures on the 
S dollar, thus upsetting the exchange- 
ate stability which has been one of the 
ain factors contributing to Japan’s re- 
cent recovery. 7 
_ If the ability of US consumers to ab- 
orb Japanese goods shrinks drastically 
ng the next few months, or if the yen 
Ows ‘signs of appreciating sharply, 





































ource. suggests. Artificially im- 
t restraints, though, could 






wth of “well over 1%” is a cer-- 





the reason why individual spending 






be at least partly frustrated by a shift 
on the part of major consumer goods 
manufacturers such as the motor indus- 
‘try towards exporting higher-priced 
models. If this were to happen, export 
Testraint might have only a marginal im- 
pact on the trade surplus. 

_ Within Japan, economists expect the 
stockmarket collapse to produce. a 
short-term. “shock effect,” possibly hit- 
ting sales of some high-priced consumer 
items. In.the medium term; however, 
Japan looks better able to withstand the 
impact of falling stock prices than many 
Western countries. The relatively small 
share of equities in the financial assets 
of individuals is cited by one analyst as 







DYNAMIC IMPORTS, 
HEALTHY EXPORTS 


(US$ denominated customs clearance figures} 

















power may hold up despite the 
stockmarket crash. Confidence about 
the economy’s continuing ability to stay 
on course also stems from the impact on 
personal spending of a rise in employ- 
ment. 

The governments unemployment 
index stood 2.8% in August, only 0.3% 


. down from a historic high earlier in the 


year of 3.1% but an index measuring the 
ratio of job offers to job seekers, which 
most economists regard as a truer guide 
to labour market trends, had recovered 






|, ing during 1986. 








in the same month to a two-year peak of 


0.71. Combined with increases in real 
earnings, which reflec a continuing 













very low level of consumer-price in- 
flation, the improved labour market 
situation should mean that spending 
power among working households con- 
tinues to be fundamentally strong what- 
ever happens to stock prices. 

High levels of consumer demand 
during the summer were reflected in re- 
cord registration figures for new cars as 
well as in extremely high levels of hous- 
ing starts. ae 

Compared to the vigorous recovery 
in personal spending; investment in 
plant and equipment by Japanese indus- 
try has remained relatively weak as 
companies have sought to cut costs to 
compensate for exchange losses incur- 
red during 1986 when the yen rose 
sharply against the dollar. Recent indi- 
cators, however, suggest that industry 
may at long last be gearing up for 
another round of plant investment. A 
survey of the investment “intentions” of 
manufacturing industry carried out by . 
the Bank of Japan (Boj; the central 
bank): in September shows:a 1.2% de- 
cline in the spending plans for the cur- 
rent fiscal year against year-ago levels. 
This compares with much lower projec- 
tions earlier in the year and with anac- 
tual-cut of 11.9% in investment spend- 

Within the overall total, the BoJ sur- 
vey found that medium-sized com- 
panies ‘had already revised their plans 
upwards from year-ago levels. ‘More 
optimistic capital spending plans by 
medium-sized companies’ reflect’ low 
levels of producer inventories and:the 
feeling, according to some economists, 
that manufacturing industry may at last 
have turned the corner. 

The beginnings of an: upturn in manu- 
facturing investment, combined with 
heavy government spending on public 
works, had begun causing critical short- 
ages of semi-processed materials by 
mid-September, prompting officials at 
the BoJ to hint that an increase in the of- 
ficial discount rate might be needed to 
head off inflatio: ~~ Charles Smith 















Running them is: not cheap either Elec- 
tricity accounts for 90% of production 
costs and in Japan it is expensive — cost- 
ing four times more, for example, than 
in Canada. 

“It is a luxurious method of cultiva- 
tion,” admits Masamoto Takatsuji, a 
senior researcher at Hitachi’s Advanced 
Research Laboratory in Tokyo. 

Daiei’s customers have to pay half as 
much again for their factory-grown let- 
tuces. But the funny thing is they do not 
seem to mind. Takatsuji says consumers 
are prepared to pay more because such 
vegetables are guaranteed chemical- 
free. This is an important selling point in 
a country which, despite its relatively 
small arable area, is the world’s second- 
largest user of agrochemicals. 

Currently, factory farming is most 
suited to the high-end of the market, for 
growing rare flowers and herbs as well 
as vegetables. By the end of the century, 
however,. Takatsuji believes that fac- 
tories could be roducing up to 10% of 
Japan’s vegetables. 

For that to happen, though, several 
technical challenges will have to be 
overcome. On the equipment front, 
there must be improvements in the effi- 
ciency of the sodium lamps, which cur- 
rently account for roughly half the elec- 
tricity bill. And on the plant front, 
bio-technological techniques, such as cell 
and tissue culturing, must be further ex- 

loited to develop hybrids that will grow 
aster — and perhaps taste better. a 





of the market last year was more than 
Taka 1.35 billion, 60% of which came 
from the public sector. But public-sec- 
tor business is monopolised by the gov- 
ernment-owned Sadharan Bima Corp. 
(SBC), leaving 11 private-sector firms 

_ to compete for what is left. The private 

, companies also have to re-insure their 
business with the SBC. 

SBC’s total business volume last year 
was about Taka 1.1 billion. This year 
the general insurance business is e 
ed to grow by about 5-7%, though SBC 
is likely to suffer a reduction in volume 
to about Taka 1.05 billion because of in- 
creased competition from private firms. 

Private-sector firms: have demanded 
an end. to SBC’s monopoly of public-sec- 
tor insurance and the setting up of a 

separate re-insurance company with a 
51% government stake. They are also 
seeking a reduction i in private insurance 
soon ape hè requirements, The 
firms at unless the government 
raba e  requived. paid-up capital of 

ake 60 million (Taka 30 million from 
ae promoters and the rest through pub- 
lic subscription) they will not be able to 
survive the tough competitive condi- 
tions. “The government appears to be 
fairly receptive to this demand and has 
appointed a commission to study the de- 
tails,”. said one industry source. The 
commission is expected to submit its re- 
port shortly. oO 














Housing-loa 


By Nick Seaward in Kuala Lumpur 


@ alaysia has taken the first steps to- 
wards the creation of a secondary 
mortgage. market. On 16 October, a 
new public company set up for this pur- 
pose, Cagamas, made its first purchase 
of housing loans from three commercial 
banks and placed a corresponding 
amount in bonds in the money market. 
Eventually, it is hoped that Cagamas 
bonds will become a major component 
of Malaysia’s fledgeling capital market. 
The provision of refinancing faci- 
lities for the primary lenders to the 
housing market is thought to be crucial 
to the long-term liquidity of the Malay- 
sian banking system. Housing loans 
have been growing at an average annual 
rate of 21.2% since 1981, compared 
with a 17.7% average annual growth 





rate for all loans. The imbalance is un- 
likely to improve. 

Under special new guidelines issued 
by the central bank, Bank Negara (BN), 
the banks and finance companies are 
now obliged to continue to provide 
financing for housing at high, fixed 
levels of interest and for periods as long 
as 20-25 years. This has aggravated the 
risk of a funding mismatch in the Malay- 
sian financial. system, where the major- 
ity of deposits have a maturity of less 
than 18 months. 

In its first operation, Cagamas: pur- 
chased packages of mortgage loans 
totalling M$110 million (US$43.6 million) 
from the country’s three largest com- 
mercial banks — Bank Bumiputra Ma- 
laysia (M$40 million), Malayan Bank- 
ing (M$40 million) and United Malayan 
Banking Corp. (M$30_ million). The 
loans have a maturity of five years and 
bear i interest of 5.7%. = =. 


in tempters. 


Malaysia offers concessions to secondary-mortgage market 


- years at 4.5% a year and the remaining ` 





-dealers will be able to sell the bonds tọ- 
BN. ; 








































Immediately after its purchase-on 16 
October, Cagamas issued M$100 mil- 
lion, worth of bearer bonds. Half of the | 
issue had a tenor and coupon of two: 


half was pitched at five years with a. 
coupon rate of 5.4% a year. The whole 
issue was snapped up by three merchant 
banks. and two discount houses — at- 
tracted, no doubt, by a number of con- 
cessions given to the issue by the Minis- 
try of Finance. Bs 

These included exemption. from 3 
stamp duty; designation of the bonds as 


Although Caan is a new 
company, having been set up only 
late last year, its pedigree is im- 
peccable. It is housed and run by 
the central bank, which retains a 
20% share of the paid- up capital of 
M$50 million. The other share 
holders are the commercial.banks: 
with 45%, the finance companies 
with 25% and the merchant banks 
with 10%. BN- governor Tan Sri 
Datuk Jaffar Hussein is chairman. 

While these shareholders have _ 
provided an immediate and. high 
level .of credit-worthiness ‘to. 
Cagamas, the mortgage corpora 
tion is assuming very little risk it 
self. As ae of the agreement gov- 
erning the sale of mortgages, the 
vendor bank or finance company. 
will continue to bear responsibility 
for administering the loans and 
will reimburse Cagamas if any of 
them become non-pertormiog 
The vendor will also have to buy 
back the loan in the event of a default or 


prepayment. 


Boes. of these arrangements, Ca- 
gamas is able to claim — with some 
justification — that its bonds are virtu- 
ally risk-free. Furthermore, because the 
bonds are bearer instruments with a 
nominal value of M$100,000 each, BN — 
has also set up a panel of principal deal- 
ers who will be the sole authorised de- 
positories of the actual paper. Owner- 
ship, which is open to all companies, 
statutory bodies and individuals, will be . 
attested: through certificates issued by 
the principal dealers. ; 
To. ensure liquidity, the principal 
dealers have given an undertaking to. 
provide two-way quotes upon redjuest. x 
f necessary, however, these principal- 





This is considered unlikely. as there is 







Artificial but natural 


apan’ s vegetable factories begin to take root 









Bob Johnstone in Tokyo 


ustomers at the Daiei supermarket 
in the east Tokyo suburb of 
abashi can be sure that the lettuce 
uy there is fresh. The reason is 
ple.” i e lettuce is grown in a factory 

ust the tip 


nto the store. 
į Japanese 


Daiei’s lettuce factory is 

the iceberg. At least 1 
lies, including giants such as 
and = Ishikawajima-Harima 
vy Industries, are developing and, 
ome cases, marketing automated 

ipment for such factories. 
The first exhibition of this equip- 
ment at Tokyo’s Harima showground in 
y attracted large crowds. This was 
followed by a report in July from the 
Japanese Government’s Science and 
hnology Agency calling for more re- 
earch into growing vegetables under 

artificial conditions. 

: Vegetable factories are the logical 


But in addition to nutrients, the envi- 
ronment surrounding the plants is also 
carefully controlled. Sealing plants into 
a clean environment means that pests, 
weeds and bacteria cannot damage 
them, thereby eliminating the need for 
the use of agrochemical pesiticides and 
herbicides. 
Computers. regulate the factory’s 
lighting, temperature and humidity. 
They also control the release of carbon 
dioxide into the atmosphere — five 
times more of it than is found.in air — to 
promote photosynthesis, the process by 
which plants grow. To make sure. the 
carbon dioxide reaches the pores.on the 
plants’ leaves, where it can be absorbed, 
a gentle breeze is automatically wafted 
through the factory. 
Daiei’s production line begins by 
germinating the lettuce seeds in water. 
- After five days, the tiny seedlings are 
tension of hydroponics, a technique, | stuck into cubes of sponge and placed in 
pularised more than 20 years ago, for | a tray full of liquid nutrients. As they 
porine plants in water instead of soil. grow, the plants are successively trans- 
| inorganic nutrients, such as nitro- erred to larger trays, until they reach a 
gen, calcium, phosphorus and potas- | weight of 10 gm. 
um, are pumped through the water. In these initial stages, the plants:are 




























































When B Bank (the central 
bank) asked businessmen to apply for a 
licence to establish a bank to finance 


rivate-seciar entrepreneurs in Ban- 
gladesh are rushing to set up banks 
insurance companies. The number 


of pri companies has | small industry it spe dir 25 bids. 
more than doubled in the past year to The rush to set 
and four more are expected to join | have been motivated more nae the desire 


for prestige within the business commu- 
nity than the prospect of big profits. The 
return on investment is in fact quite 
small. Some entrepreneurs. were no 
doubt ‘attracted by the ‘possibility of 


gaining easy access to large amounts of 
alti However, more than a dozen 


cash for their own business ro | O 
ps applied to set up banks. Most | but central bank vigilance has made this 
ere rejected after initial scrutiny and difficult. 
only four — one Islamic, one joint ven- | — Officials insist they have encoun- 
ture and two local — were finally tered few irregularities so far, though 
cleared for business. the central bank recently strengthened 
There are now 13 private banks its banking control department to en- 
(three joint ventures, two of them Is- | sure effective supervision of the grow- 
lamic, and 10 locally lesa fh bathing ing number of banks. 
and four nationalised b Under government guidelines, indi- 
ie private banks include two i vidual directors are barred from obtain- 
fionalised institutions — Pubali ss loans exceeding Taka 1 million 

, about 400 branches, and Ut- ¢ ting oad from their banks- unless 


, anies to be set up five years ago, it 
thought that only six banks and six 
nce companies would be able to 































exposed to light f -hours a day, 
simulating day and night. In the final | 
stage, the lights are kent on round the | 
clock, causing the lettuce to shoot up to 
full size (130 gm)injusti0days. = 
This rate of. aroweht is 3.5 times faster 
than insoil, and produces lettuces which 
are larger, more uniform in shape and, 
it is claimed, richer in vitamins and min- 


vation include celery, c 
matoes, cucumbers and green | 

Growing ‘vegetables 
makes sensé“in countries whic 
from extremes of heat or on 
and Sweden, for example, have recently. 
built commercial factories to produce 
vegetables during their iong winters. 








B Japan, the problem is not.climate | 
but space. The Japanese are thought] 
to be the world’s biggest eaters of raw’ | 
vegetables, but they have too little land 
on which to grow them. Increasing im- 
ports from other Asian countries would 
be one solution to the shortage, but per- 
ishable vegetables like lettuce are better 
grown near to the point of purchase. 
Vegetable factories offer a poten- 
tially attractive solution to this problem. 
They can be located anywhere, even in 
cies: Japan Railways is experimenting | 
with the vacant spaces under some of its -| 
elevated tracks. The snag, of course, is | 
that to build such factories involves high 
initial costs in plant and equipment. 






sion. However, a number of bank direc- | 
tors are thought to have used their posts — 
to borrow funds from other sources. A 
central bank official said that several di- _ 
rectors had recently lost their jobs be- 
cause they had defaulted on repayments 
to development-financing institutions. 
The central bank has adopted a len- — 
ient approach to the emerging banki 
sector so far. But . 
bank’s de y governor 
honeymoon is over. “P 


usinessmen who failed to gain per- 
mission to set up banks have turned 
to B esh’s insurance market, 
which rs better -growth prospects. 
oe tour poole in every toune 
hol any kind of life policy in B 
ae compared with 37 in India and 21 
in Pakistan. “Despite widespread pov- 
erty, life insurance volume . . . can only 
go up in Bangladesh as it is at rock bot- 
tom,” says Shafat Ahmed Chaudhury, 
an actuary who heads the Delta Life in- 
surance group. At the moment there are 
two private companies competing with 
one government-owned group. 
The general insurance 
























high gearing, however. Net foreign. 


“iabilities are around US$150 million. 
PAL now says it will start-talking with 
interested buyers after it revalues: its as- 
sets around mid-1988. is 

Among the most sought-after 
privatisation targets are the PNOC sub- 
sidiaries. PNOC is the state energy- 
based conglomerate whose key units, 
oil refiner Bataan Refining Corp. and 
petroleum-products. distributor. Pet- 
rophil Corp., gross more than P20 bil- 
lion a year. ‘PNOC was set up in the. 
early 1970s in response tothe uncertain- 
ties then in the world oil market. Its ac- 
, tivities range from oil importing, refin- 
ing and distribution to. development of 
alternative energy sources. - 

PNOC’s strategy has been to decen- 
tralise its various activities into viable 
entities that would be put up for privati- 
sation. That was started in. 1986. How- 
ever, in the middle of 1987, when. the 
world supply and price.of crude oil again 
became unstable, PNOC officers put 
privatisation onthe backburner, A new 
sense of nationalism among some gov- 
ernment and private-industry leaders 
has-been lending support to this posi- 
tion. After Aquino’s policy announce- 
ment, PNOC formally asked for a delay 
in its privatisation timetable. 


O: six commercial banks taken over 
by government institutions in the 
1980s. after the financial crisis in 1981, 
two have been sold off: 40% of Interna- 
tional Corporate Bank (Interbank) was 
sold to. American Express. Interna- 
tional, and 40%.of Commercial Bank of 
Manila (Combank) went to First, Na- 
tional Bank of Boston and 60% to a 
group of domestic investors: led- by 
former Board: of Investments governor 
Edgardo Tordesillas and Sony. fran- 
chise-holder Elena Lim, _. 

Among the assets being offered by 
APT are 17:sugar mills, 11 cement com- 
panies, a few mining companies, and 
others whose activities” range from 
chemicals. production. to. real-estate 


development, APT officials say they: 


have come across “a few occasional sur- 
prises” in the privatisation task. Forin- 
stance, while the sugar industry remains 
in the doldrums, one recent bid for a 
sugar mill went beyond 2500 million: - 
In some’ cases buyers of these assets 
inherit some hidden problems. For in- 







stance, when the new- owners of Cebu 


Plaza Hotel inaugurated. the. luxury 
hotel, a picket line was set u 
employees who: were onstri 
hotel was closed. The new 






There have. been increasing calis for 
the government to guarantee that prior- 
ity be given to Filipino inv in the 
privatisation. pro: me. R 
cations also poi 















By Paul Handley in Bangkok 
At: nearly a decade of on-again off- 

again talks, Thailand has reached 
agreement with US oil company Texas 
Pacific on buying back the gas reserves 
discovered in the Gulf of Thailand in the 
mid-1970s. Now that the often-ac- 
rimonious negotiations are-at an end, 
the government-owned Petroleum-Au- 
thority of Thailand (PTT) is likely to in- 
vite foreign partners to further explore 
and develop the major field discovered 
by. Texas Pacific, known as the “B” 
structure. 

Unconfirmed reports say that PTT 
will pay US$83. million for the return 
of the rights to the gas, though are- 

ayment schedule has not been set. 

avid Sacks, president of Seagram and 
Son, the Canadian com- 
pany which controls 
Texas Pacific, flew into 
Bangkok in mid-October 
to -negotiate the- final 
agreement, which now 
must gain Thai cabinet 
approval. This is ex- 

cted to be forthcom- 
ing, according to local 
analysts. 

e price was signifi- 
cantly lower than the- 
US$100 million — pre- 
dicted by local analysts. 
Texas Pacific says it has 
invested more than 
US$125 million on sur- 
veys and exploration of 
the offshore tract since it 
was granted the rights in 
1972. 

The agreement endsa 
chapter in Thai energy 


An end to acrimony 


Thailand reaches gas agreement with US company 















was based on Texas Pacific’s ‘claims of 
having more than 7 trillion ft? of gas in 
reserves at the time. Current estimates 
of the size of the field put the amount of 
pa s at only about 1,7 trillion ft, well 
elow the 3 trillion ft} normally consi- 
dered necessary to make a field com- 
mercially viable. If proven reserves can 
be boosted substantially by a new con- 
sortium planned to operate the field, | 
the LNG plan may go ahead. But it is ~ 
not easy to find buyers, and competition | 
within Asia to supply LNG is strong 
especially from Indonesia. ba 
By 1984.the talks had turned to PTT | 
buying back the rights to the offshore 
tract.. The need for an agreement has 
been given fresh, impetus this year, sa 
government energy. ex 
perts, by the acceleratio: 
in Thailand’s electricity | 
consumption. The state 
electricity company Egat 
is the main consumer. of 
the gas currently. pro- 
duced. A boom in manu- 
facturing has increased 
the growth in demand for- 
electric power by ` 
14% this year, according 
to government: esti- 
mates. The 1987 rate, 
coupled with predictions. 
of an 8-9% average an- 
nual” increase’ in” con- 
sumption until 1995, 
could leave the country. 
with a slight shortfall in |. 
supplies in the next few ` 
years unless planned — 
= projects can be acceler- 
‘ated... and. new ones 












































































history which for a. time 
seriously threatened the country’ s repu- 
tation as a safe haven for. investments. 


| After discovery of the gas, four years 


of negotiations: between Texas. Pacific 
and PTT failed to reach a conclusion 


| on the critical matter of. price. for 


domestic. sales: Negotiations . were 
broken off in.1981, after which Texas 
Pacific suggested exporting the gas as 
liquefied natural gas (LNG). When 
the Thai Government then insisted on 


> | equity control over the LNG project, : 
| Texas Pacific officials wrote. stinging 


letters referring to a deteriorating in- 
vestment climate and policy inconsis- 
tencies, ‘and -threatened to take. the 
matter to international arbitra- 
tion. 
In late 1982 the government backed 



















. produces gas from a concession 150 km 


off, and appeared to drop the LNG pro- |’ 
i altogether in favour of new- talks _ 


added. If pushed, the B 
field could come onstream and connect _ 
into existing systems by 1991-92. : 

PTT has already talked to Unocal’ 
Thailand (formerly Union Oil) — which 








north of the B field — Mitsui Oil Explo- 
ration (a -Unocal partner), Norway’s 
Statoil. and France’s Total about. the 
possibility of them participating in the 
development of the Texas. Pacific finds. 
If a consortium is. formed, a Total/. 
Statoil joint venture would be the most 
likely operator. Texas Pacific itself. has 
not shown interest, industry. watchers | 
say, because Seagram i is.more interested © 
in selling off the company’s oil assets. 
Currently, the Thai Government is 



















+ considering: a second petrochemical 


lex based on gas, to follow one on 
tion. has. just started at 


POLICIES 


Still on the block 


Manila trys to show it is serious about privatisation 


By Jose Galang in Manila 


1 ae Philippine Government has given 
a new push to its programme to sell 
assets to the private sector, part of a 
general strategy to rekindle private en- 
trepreneurship and sustain economic 
growth. The boost came from President 
Corazon Aquino’s recent declaration 
that all state corporations would be in- 
cuded in the programme, offsetting 
signs that the privatisation policy was in 
trouble. 

Before the announcement, made by 
Aquino at a gathering of 13 major busi- 
ness organisations on 20 October, the 
pavement policy on privatisation had 

n seen as fuzzy and to be wavering. 
Prospective investors found several 
prized corporations were missing from 
the sell-off, despite earlier assurances 
from the government that they would be 
on offer. 

Aquino’s announcement, plus a 
fresh whiff of confidence in the national 
leadership's ability to cope with recur- 
ring political tremors, could woo poten- 
tial investors from the sidelines again. 
The privatisation scheme, launched in 
December, has mostly been limited to 
small firms, with coveted assets — such 
as some units of the Philippine National 
Oil Co. (PNOC), Philippine Airlines 
(PAL) and Manila Hotel — remaining 
outside its scope. 

The government's policy, a reversal 
of the previous administration’s intru- 
sion into various areas which resulted in 
driving away private entrepreneurs, is 
to get out of business. Rather than com- 
pete, often under an umbrella of unfair 
Incentives to government entities or 
favoured businessmen, the government 
would limit its activities to providin 
public goods in areas where norm 
market forces cannot flourish. By rid- 
ding the business environment of 
favouritism, the government hopes to 
crank-up the private sector as the econ- 
omy’s main engine for growth. 

The financial burden on the coun- 
nat scarce resources also presents over- 
whelming pressure for privatisation. 
Between 1972 and 1984, the number of 
government corporations grew from 23 
to 243 (94 parent companies and 149 
subsidiaries). These state firms required 
equity and subsidy outlays of P63.8 bil- 
lion (US$3.1 billion) during 1975-84. 
The subsidies represented nearly 
half the national budget deficit each 
year. 

The privatisation effort is being con- 
ducted through various government 
bodies, which in the past have been 
forced to step in and save operations 
where the institutions had substantial 


exposures, including loans and supply 
contracts. The biggest institutions trap- 
ped with such firms are the Philippine 
National Bank (PNB), Development 
Bank of the Philippines (DBP), Na- 
tional sbi feo Co. (NDC), and 
Government Service Insurance System 
(GSIS). Many of the salvaged firms, 
which the institutions have long consi- 
dered as non-performing assets, are 
among those now being offered to in- 
vestors. 

In December, the government set up 
an Asset Privatisation Trust (APT) to 
sell off mainly these non-performing 
assets. A cabinet-level Committee on 
Privatisation, meanwhile, was creat- 


ed to approve all sales firmed up by 


APT or by the other institutions under- 
taking privatisation programmes. 

Together these assets are estimated 
to be worth about P110 billion, making 
the Philippine privatisation effort the 
biggest in the region. So far, APT has 
been given the authority to deal with 
386 non-performing accounts from PNB 
and DBP and eight government-owned 
corporations. “Firm transactions” re- 
corded by APT by early October 
amounted to some P2 billion, about 
half its sales target for this year. 


At expects a slow start, but the pace 
should pick up as soon as key 
policies affecting valuation and owner- 
ship of the assets on sale become clear to 
potential investors. Some prospective 
buyers had been expecting a fire-sale of 
the government assets but APT officials 
are determined to hold out for market 
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values. All sales are through public bid- 
ding “to ensure the transparency” of all 
transactions, APT chairman David 
Syse says. 

e APT recognises that many of 
these assets have been overvalued in the 
first place. Some of them, one to 
critics of the previous government, had 
been set up mainly to “line some poc- 
kets.” The APT has hired indepen- 
dent appraisers to determine the 
assets’ current market values, which are 
used as guides in the bidding. Book 
values, SyCip tells businessmen, are 
used merely as reference points and 
have no bearing on actual sale prices. 
“After all, the value of the asset is in the - 
perception of the investor, and invest- 
ors have varying perceptions,” SyCip 
says. 

Assets being offered range from pro- 
duction facilities, acquired by the gov- 
ernment financial institutions through 
foreclosure, to promissory notes, re- 
structured loans, shares of stock; or in- 
stalment-sale contracts. One attraction 
for investors in these assets, the APT 

says, is that winning bidders 
are in business overnight in- 
stead of going through the 
circuitous start-up process. In 
the case of financial claims, 
investment banks would be in 
a position to line up possible 
investors. 

From the handful of offers 
so far, it is evident the APT 
has achieved an overall re- 
covery rate of 22% of prevail- 
ing market values. In one 
case, that of Cebu Plaza 
Hotel, the selling price was 
92% of government exposure 
because of the keen inter- 
est shown by buyers. The 
small size of winning bids so 
far — from a low of P2 mil- 
lion to a high of 2453 mil- 
lion — suggests the govern- 
ment is starting with small, 
relatively unattractive firms 
before offering the highly 

coveted big companies. 

Opposition raised by some govern- 
ment officials, including those 4 as head 
some of the Sa ge lined up for 
privatisation, over the “strategic value” 
of some of these operations, such as the 
PNOC subsidiaries, have delayed pro- 
gress on the programme. Even some 
tourism-related entities, such as PAL 
and Manila Hotel, have been held back. 

PAL, owned 66% by GSIS and 30% 
by NDC, had been held back from 
privatisation in a bid to enhance its as- 
set value. The flag-carrier had been in 
the red since 1980 and its liabilities had 
outstripped resources. However, net in- 
come of 2318 million in its fiscal year to 
31 March has cut its privatisation time- 
table from three years to only one year. 

The airline has gained from in- 
creased tourist traffic to Manila and a 
campaign to cut operating costs. It 

































For little more than the c : 
Beijing hotel, you can have two books vital to 
anyone doing | business with China. 
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laid-out for ease of reference. It includes 
vital information to businessmen, suc! 
as trade policies ai 
restrictions, and-even 
offers listings of potenti 
joint-venture. partners 


f Who needs it? 


If you have any interests in China at all 
then you'll find the People’s 
Republic of China Year-Book 
1987 to be an essential 
companion. And, because 

it is completely indexed, it 








































is a particularly helpful 
reference for students, The Almanac is absolutely 
professors and people conducting vital to anyone thinking of, 


business in: or "with: the country. or already involve 


business relations w 
China. It is also a fascinating 
‘record of the changing face of 
‘China’ s trade policies. i 
-is itone of the few books 
offers an accurate view of Ch 
_ economy but it is also the 
d re documentation of this data, 





‘The People s Republic of ‘China f 

‘Year-Book 1987 combined with 
The Almanac of China’s Foreign 
Economic Relations 1987 bring 
you all the information about 
China you'll ever need. 

| Order your copies today. 
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THE LAW 


runei’s out-of-date banking and 

company laws may be the weak link 
in the prosecution of associates of Aus- 
tralian-based Malaysian tycoon Tan Sri 
Khoo Teck Puat in the billion-dollar 
‘National Bank of Brunei (NBB) fraud 
| case. 

The alleged transactions highlighted 
by the prosecution would almost cer- 
tainly be considered flagrant crimes in 
Britain and the US. But in Brunei the 
defendants are not even challenging the 
vast majority of the alleged transac- 
» tions. In fact, the main thrust of their de- 
fence will be that these transactions are 
not illegal under Brunei law. 

Khoo’s eldest son, Khoo Ban Hock, 
and three associates are accused of 
conspiring to misuse B$1.33 billion 
(US$622 million) of bank funds and 
cover up the fact that the money was 
used for loans to members and business- 
| es of the Khoo family. 

Khoo Ban Hock faces charges in- 
volving alleged criminal breach of trust, 
conspiring to defraud creditors and de- 
positors and making false statements in 
the bank’s annual report. 

The charges against former NBB of- 
ficers, which led to the closure of the 
bank on 20 November last year, stem 
from investigations by the Brunei Gov- 
ernment. It found that: 

» More than 90% of the bank’s loans 
were made to companies or individuals 
related to Khoo Teck Puat. 

» Interest costs were falsely accounted 
in order to boost declared profits. 

» Circular loans were made to related 
companies to boost the apparent depo- 
sits and cash holdings of NBB. 

» No security was taken for the major- 
ity of loans. 

» Nocredit analysis was undertaken for 
the majority of borrowers. 

The difficulty for the prosecution, 
however, is that Brunei’s laws are 
skimpy and out of date. The Banking 
Act, which runs to just 11 pages, 
dates from 1957 and has not been 
amended since then. It is very basic and 
does not go much beyond the ruling that 
only banks should conduct banking 
business. None of the charges against 
Khoo Ban Hock and his three associates 
s based on the Banking Act. 

. The prosecution has had to resort to 
the Companies Act 1956 in a bid to iden- 
tify alleged infringements. Unfortu- 
ately, the Companies Act 1956 is based 
“on Britain’s 1929 Companies Act and is 
far less restrictive than Britain’s modern 
company law. The prosecution has.also 












ased on Indian laws. which 


turned to the Penal Code; which is 


How to make it stick? | 
An inadequate legal system may thwart Khoo prosecution 


By James Bartholomew in Bandar Seri Begawan 








adopted when India was part of the Bri- 
tish Empire. 

Because of the inadequacies of 
Brunei law, the defendants have been 
accused of four key crimes — false ac- 
counting; conspiracy to defraud; con- 
spiracy to commit a breach of trust and 
conspiracy to cheat. It is a truism among 
lawyers that “conspiracy” charges are 
among the hardest on which to gain a 
conviction because the prosecution has 
to prove intention on the part of the de- 
fendants. 

Meanwhile, the defence will be able 
to argue that officials and auditors of the 
bank genuinely believed that Khoo 
Teck Puat had “the Midas touch” and 
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| Khoo Ban Hock; Ministry ot Finance: over reached legal powers. 






prosecution was forced to concede that 
instructions made by the Banking 
Supervisory Unit to the NBB were 
beyond its legal authority. 

Regardless of whether the prosecu- 
tion succeeds in gaining any convic- 
tions, the case has already shown that 
the Khoo family used the NBB as a pri- 
vate bank. It was a clearing house for 
the deposits and loans which Khoo-re- 
lated companies wished to make. 

Among the insights which the case 
has provided are revelations that the 
NBB was used as a conduit for the 
financing of Khoo stakes in Exco Inter- 
national in Britain and Southern Pacific 
in Australia. } 

But it has also emerged that one of 
Khoo Teck Puat’s more celebrated 
share stakes was not financed through 
the NBB. It was revealed in court that 
Khoo obtained financing directly from 
American Express Bank for the pur- 
chase of a major stake in Standard 
Chartered Bank. Amexbank offered a 
facility of US$100 million to “finance or 
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that his international investment deal- 
ing would be successful. In that case, no 
creditor or depositor of the bank would 
have suffered. 
The defence will also claim that 
standards of accounting in Brunei have 
been lower than elsewhere and that this 
had been accepted, or even required, by 
persons in authority. Furthermore, it 
will be alleged that members of Brunei's 
royal family made use of the bank’s 
facilities in a way that might be consi- 
dered unconventional elsewhere. 
i: relation to the many civil suits out- 
standing against Khoo-rela 
panies which received loans fr 
it might be claimed thatthe e 
order under which the NBB 




















charges, 


refinance” Khoo’s purchase of Stan- 
chart shares. 

Unfortunately for Khoo, the shares 
did not rise in the year following his 
acquisition. And in the worldwide 
stockmarket crash, he has suffered 
major reduction in its value. The Ame: 
bank loan was to be 85% of the value : 
Stanchart shares. But the shares ha‘ 
fallen much more than 15% since tl 
purchase. So if the loans took place 
envisaged, they may not be covered 
the collateral originally tendered. 

Khoo himself now also faces he 
legal pressure. A warrant for his ar 
was issued on 17 October and he, 


the others, now faces five conspi 
But Khoo is a long ! 











INVESTMENT 


Much venture, little gain 


Taiwan funds make slow progress despite government support 


By Jonathan Moore in Taipei 


if kates has been actively promoting 
venture-capital investment as one of 
a number of strategies for encouraging 
its hi-tech industry. The main instru- 
ment of the policy is a joint fund 
launched by the Bank of Communica- 
tions (BoC), the government’s develop- 
ment bank, and the Executive Yuan’s 
Development Fund (DF) for investing 
in venture-capital companies. 

Four venture-capital companies have 
formed funds worth a total of NT$1.8 
billion (US$60 million) in which the 
BoC and DF have invested. More are 
expected. The policy is modelled on suc- 
cessful venture-capital funds in the US, 
which have been supporting the US hi- 
tech industry for the past 30 years. 

Government officials and venture 
capitalists alike express confidence that 
Taiwan’s venture-capital funds, with 
only a four-year history, are developing 
in step with its infant hi-tech industry. 
But the small amount of existing ven- 
ture capital and the experience of ven- 
ture-capital firms in the country reflect 
Taiwan's particular going peat 

Venture-capital firms have found 
progress slowed by local adherence to 
traditional business patterns, and offi- 
cial regulations that lag behind the gov- 
ernment’s stated policy. The issue is a 
crucial one for Taiwan as it attempts to 
upgrade its industrial structure from re- 
liance on traditional and labour-inten- 
sive manufacturing to capital-intensive, 
hi-tech industry. 

Such hi-tech projects typically re- 
quire specially tailored investment ad- 
vice and marketing knowhow to help 
cope with rapidly changing markets. 
The idea behind the government’s ven- 
ture-capital policy is to encourage the 
:rowth of sophisticated financial institu- 

‘ons capable of nurturing Taiwan’s new 
rand of industrial growth. 

Firms that have formed funds in 

aiwan, with financing from the BoC 

d the DF, since the initiation in 









taking root as well. A domestic manu- 
facturer, Multitech, has created a ven- 
ture-capital arm called Hong Ta with 
money invested in its own projects as 
well as overseas companies. A likely fol- 
low-up in Taiwan venture financing 
would involve manufacturers establish- 
ing their own venture-capital sub- 
sidiaries to sustain new product growth 
and development as they diversify their 
operations. 

A private fund that computer manu- 
facturer Dr Wang An hopes to bringto 
Taiwan — the Golden Gate Develop- 
ment and Investment Fund — could 
“easily double the amount” of H&Q's 
fund, at NT$800 million, said Paul Hsu, 





a partner of Taipei's Li and Lee law 
firm, attorneys for Wang. First an- 
nounced in May with great fanfare, the 
Golden Gate project received a disap- 


ig or response from investors. It still 
as no target date for implementation. 













83 of policies to encourage venture- 


ay between Taipei and 
the south. Taiwan's hi-tech 
areas such as com- 
tegrated circuits, elec- 
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technology, recipients so far have been 
mainly technology firms in the US. Typ- 
ically, under this arrangement, the in- 
vested enterprise is watched and aided 
through its various stages by the ven- 
ture-capital company, and when it ex- 
pands to the point of moving a joint- 
venture or manufacturing operation 
offshore, is encouraged by the venture- 
capital firm to make the move to 
Taiwan. In this way, the funds work to 
bring technology into Taiwan. 
Overseas Chinese engineers and 
scientists forming second-career, start- 
up business would be likely candidates 





for this kind of investment, said John | 


Ni, director of the Ministry of Economic 
Affairs’ Industrial Development and In- 
vestment Commission. 

So far, venture capital has found 
limited interest in Taiwan mainly be- 
cause of its sheer lack of track record, 
and Taiwan’s general unfamiliarity with 
the concept. Venture-capital invest- 


ments are generally long term (five to | — 


seven years) and not attractive to invest- 
ors accustomed to making quick profits 
in traditional manufacturing invest- 
ments. Also, the funds are US dollar- 


based, which is unattractive since in- — 


vestors believe the NT dollar will ap- 
preciate. 

A fundamental clash of culturally in- 
grained business attitudes is at the root 
of some of the difficulties venture 
capitalists have had in trying to win both 
investor and recipient clients in Taiwan, 
according to venture capitalists. It is dif- 
ficult, they say, to get family-run co 
rations in Taiwan to trust a foreign firm 
to manage their money, and much more 


so when the fund is seen as risky and is — 3 


not well understood in the first place. 
Similar cultural antipathies have af- 
fected venture-capital firms’ efforts to 
lure entrepreneurs to accept the more 
expensive equity financing. Business- 
men regularly rely on family and friends 
for project financing, taking a self-re- 
liant attitude towards business manage- 
ment and marketing only to find the 
family business experience does not 
ceadity translate to the unfamiliar mar- 
ket into which they are diversifying. 
“Anyone with a good idea can get 
financing in Taiwan, there is so much 
excess liquidity,” said one fund man- 
ager. “The question is, will it be the in- 
telligent money; the money with th 
knowhow behind it?” 
Differences have also arisen be- 
tween the objectives of private venture- 
capital firms — which are primarily in 


the business for profits and so seek a — 


rtfolio balance between secure, €s- 
tablished businesses and high-risk en- 
trepreneurs — and the Taiwan Govern- 
ment which wants investments concen- 
trated in budding, but riskier hi-te 
enterprises. Venture-ca 
complain they have ha 
in their choices of local 


to be cautious 
projects because 


of a requirement that they invest oat 
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‘The electronic factory: 
teaching machines to like one another. 


Electronic intelligence from AEG lets various machines in a manufacturing plant actually communicate with one another. We call it “flexible auto: 
mation” And, just as with people, machines working together mean increased production, lower energy costs and improved quality And the. 
real people get to take up more challenging jobs. : 


Innovative technology from AEG. Here’s more: 





Errorfree and reliable 
production software 
guarantees a smooth 
material flow and economical auto- 
mation. ProMod, a software de- 
velopment environment, ensures 
high-quality, accurate and eco- 
nomical software. ProMod is inie- 
grated into the comprehensive 


AEG supplies efficient > Even though more and 

electronic systems for r~n more people are travel- 
sadits environmental protec- ah ling by air over 50 milion 
tion purposes: contaminants con- reached their destination in the 
tained in both air and water canbe Federal Republic of Germany in 
automatically identified and ana- 1986, despite wind and rain, snow 
lyzed, and there can be exact con- and ice. AEG is helping to make 
trol of processes in waste incinera- such achievements possible. 
tion, exhaust gas purification or 









AEG's weather data and informa- 





water treatment in the event of op- 
erating trouble these “intelligent” 
microcomputers automatically 
contact the central system via the 
phone, 


tion display system collects the 
various items of data, interrelates 
and processes them, and displays 
them in a clear and meaningtul 
form to allow the air traffic controller 
to make his decisions. 





advisory services of the AEG sub- 
sidiary and systems designer GEI 
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REVIEW 
OF 
ADVERTISERS 


The advertising carried in 
the Review represent 
every category from air- 
lines and hotels, banking 
and financial services, 
liquor and luxury pro- 
ducts through to ship- 
ping, industry, and many 
many more from over550 
of the world’s leading 
companies. 


THE HEART OF A FINE HOTEL 



















With an average of 50 
pages of advertising per 
issue and a total of over 
2,700 pages throughout 
last year, the Review 
continues not only to be 
compulsory reading for 
senior executives con- 
ducting business in Asia 
but a compulsory part of 
any advertising schedule 
aimed at Asia’s decision 
makers. 


























The Review’s “Review of 
Advertisers” contains a 
sample of every cam- 
paign carried by those 
companies promoting 
their message to the high- 
est concentration of in- 
fluential, affluent indi- 
viduals available through 
any publication in this re- 
gion. 






The heart and soul of Europe’s grand 
hotels is the lobby. 

It’s the traditional rendezvous. Elegant. 
Quiet. A cosy corner where one enjoys a 
quiet aperitif or waits to receive visitors or 
a message. 

At the Hotel Regal Meridien, Hong Kong 
this same European style touches every part 
of the hotel. 

It’s just a part of our heritage. 

It reaches down to our kitchens and 
wine cellars. And up to our restaurants and 
rooms. 

The Hotel Regal Meridien Hong Kong. 
Where the art of fine living lives on. 

























If you would like a copy of 
this booklet, write on 
company letterhead to: 













Contact your travel agent for reservations or write to: 





Hotel Regal Meridien Hong Kong 
HOTEL REGAL 71, Mody Road, Kowloon, H.K. E . 
MERIDIEN Telex: 40955 HOMRO HX. Ms Elaine Goodwin 
. Facsimile: (852) 3-7236413 General Sales Manager 
HONG KONG z 





Far Eastern Economic Review 
GPO Box 160 
Hong Kong 





71 MODY ROAD KOWLOON 


A Regal International Hotel HONG KONG'S TRULY EUROPEAN HOTEL | 

































` What kind of balance baris best? Along or short one, a heavy or light one, a bar that bends down orone 
that is straight? 





Countertrade deal in the balance? 


Creditanstalt can provide specialist trade @ buy-back 
finance packages to ensure trouble-free @ co-operation 
trading and allow ycu to seize new export @ escrow or blocked accounts. 
opportunities. Through our subsidiary 


AWT International Trade and Finance Foran easier export life, to make 
Corporation, we offer a full range of counter ‘impossible deals’ possible, and to keep 
trade services: ahead of the competition call: 

@ counter purchase Creditanstalt, Hong Kong 5 23 41 20/29 
@ barter or Vienna (0222) 53131-2593. 


CREDITANSTALT 


Austria's leading international bank 


Creditanstalt-Bankverein 
Hong Kong Representative: Roam 1902, 19th Floor, Hutchinson House, 10 Harcourt Road. Hong Kong Telephone: § 23 41 20/29. Teiex: 82050. 
Head Otice: Schottengasse 6, A-1010 Vienna Telephone: (0222) 53131-2593 Telex: 133030 

London Branch: 29 Gresham Street. London EC2V 7AH. Telephone: (01) 822 2600. Telex: 894612. 

New York Branch: 717 Sth Avenue. New York, NY10022. Telephone: (212) 308 6400. Telex: (RCA) 239895/(1TT}.424700- 



































































ling imported oodstuffs — which i is. 


ted to dampen consumer spending. 
Overall, the most far-reaching as- 
sof the budget do not have much re- 
vance to the private sector. Daim an- 
ounced that: 
_A-M$1.96 billion surplus in the cur- 
nt account of the balance of payments 
he first since 1979) had enabled the 
overnment to prepay M$2.4 billion in 
xternal loans in 1987. This will reduce 
tal external debt to M$49.2 billion, or 
70% of GNP at current prices. 
> The state-owned. oil company. Pet- 
ronas will increase its rate of production 
m an average of 494,000 barrels per 
bpd) to 540,000 bpd in 1988. The 
ual dividend paid by Petronas to the 
rnment will be retained at the level 
M$2 ‘billion, despite the fall in oil 


International Shipping Corp. 
' ee will be sold to the central 
nk, Bank Negara (BN). BN will 
a a higher dividend to the 
‘government each year. 
Some 60 government-owned, loss- 
aking companies may be privatised 
sed down. The government is 
cially concerned with a few large 
steel and cement companies. 
In using the little room he had for 
uvre in order to improve. the 
| debt, Daim has effectively 
mored strong calls from the youth 
ing of his own party for a reflation 
f the economy (REVIEW, 6 Aug.). 
, Daim has thrown a few 
ng Keynesians of the 
ed Malays National Organi- 
no A following their 
milking the two cash 
e economy — Pet- 





arly takin; ony half their 
advice, as the additional revenue 
to be raised from both sources will 
be. used to stimulate growth 
ough» increased -spending but 
rather -tò reduce. the alarming 
deficit in the operating. segment 
f the federal government's budget. 
This federal deficit is forecast to have 
widened from M$557 million in 1986 to 
staggering M$3.5 billion this. year — 
from 0:8% of GNP to 5%. As for the 
broad public sector, including develop- 
ment expenditure, the total deficit this 
year ise xpected to total M$12.4 billion, 
or 17.7% of GNP, compared with 
M$9.4 billion (14.2%) last year. 
With the help of a 32.1% increase in 
federal non-tax revenue to M$6.75 bil- 
,. the government's operating 
dget deficit is expected to be brought 
own to a more manageable M$402 
ilion. in 1988. This lower operat- 
ig deficit — coupled with a 5% 
it in net federal development ex- 
i diture - — is expected to bring the 
ic-secto fsal deficit down 

















to M$8.87 billion, or 12.3% -of GN 


will come from Petronas and BN. The 
increase in Petronas’ rate of production 


i is expected to increase government re- 


venue by some M$800 million. Helping 
the government out of trouble is no- 
thing new to Petronas, which has been 
used in the past to bail out Bumiputra 
Malaysia Finance and the Dayabumi of- 
fice complex. But this budget marks the 
first time that the government has 
started to tap the carefully husbanded 
resources of 


s of the end of July this year, re- 
serves had reached M$19.14 billion, 
equivalent to around 7.5 months of im- 
ports. After the M$2.4 prepayment, the 


year-end figure is expected to be 


M$17.5 billion but this still represents a 


. 14.5% improvement on 1986. 


The public-sector external debt is ex- 
pected to fall as a result of the prepay- 


MALAYSIA’S SAVINGS GAP 








ment to M$41.6 billion.. At this level, 
the country’s ordinary debt/service ratio 
has improved by one percentage point 
over 1986 to 16.9% this year. However, 
the prepayment has temporarily dis- 
torted the ratio to 22%. For 1988, the 
forecast is. 16.4%, rising to 20.7% with 
further prepayments. 

The sparing of the external reserves 
and the use of BN as a repository for 
government-owned shares suggests that 
some strenuous horse-trading has been 
going on. It has been asked with increas- 
ing frequency recently whether Malay- 
sia needs to maintain such a high level of 
external reserves. BN may have been 
forced to take the sharesas the price for 
keeping Umno Youth at bay. 

The intention to sell controlling 
stakes in two. 












Most of the non-tax revenue increase 


licly listed companies 













to the central bank has raised more than 
a few eyebrows. Umno-controlled 
newspapers have been quick to point 
out that the sale is not without prece- 
dent but sources in BN said that at the 
moment the bank does not own-shares 
in any company. 

From a look at its 1986 accounts, BN 
will probably be able to afford the in- 
crease in the annual dividend it pays to 
the government from M$300 million in - 
1986 to M$500 million this year, as it 
made a net profit of M$470. million in 
1986. However, the share purchases will 
probably use up its entire general re- 
serve fund of M$1.6 billion. 

The crucial question, of course, is | 


whether the government sets a price on’ ” 
the two counters commensurate with |. 
values prevailing before the global) | 
equities crash, or at the time of BN ac~] 


quiring them. The potential difference 
in price is very large. The federal gov- 
ernment’s 29.4% stake in MISC and 
52% stake in MAS were worth 
about M$2.5 billion combined be- 
fore 16 October but had Jost about 
M$1 billion in value within 10 days. 
In a statement issued after the 
budget, BN governor Tan Sri Datuk 
Jaffar Hussein said that the sales 
would “be based on market consid- 
erations [and] are expected to be 
finalised in the course of 1988.’ be 
The sale of MISC and MAS will |- 
give the government some much- 
needed breathing space but. it is 
clear that some major problems will 
have to be tackled if the solid, long- 
term improvements in the domestic 
side of the economy are to be 
achieved. In particular, the con- 
struction sector has been a consis- 
tently poor performer, contracting 
by 14% in 1986, and 6.5% this year. 
Of particular worry is the state of 
the government’s. special. low-cost 
housing scheme, which was an- 
nounced with great fanfare in De- 
cember 1985. It was supposed to 
have added two percentage points to 
real GDP growth through the con- 
‘struction of 80,000 such dwellings a 
year for three years. Yet tucked away 


| in the Economic Report is the admis- 





eA state-owned companies 


sion that as of the end of June this year 
only 1,090 units had been completed. 

“To acertain extent, the recent estab- 
lishment of the National Mortgage 
Corp. (page 87) by BN may boost de- 
mand for houses but the government 
has admitted that poor location and de- 
sign coupled with “administrative con- 
straints,” are to blame for the scheme’s 
failure so far. 

Meanwhile, the housing developers 
complain that the sales tax on building 
materials will increase costs, which will 
have to be passed on to purchasers. 
They argue that these costs are already 
inflated because the government keeps 
the price of steel and cement artificially 
high — principally to support loss-mak- 
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Tinkering with taxes ~ 


halaysia urges private sector to pull its weight 


By Nick Seaward in Kuala Lumpur 
oth Malaysian Prime Minister 


ie Datuk Seri Mahathir Mohamad and 

Finance Minister Daim Zainuddin 
warned everyone that the 1988 budget 
speech would contain few . major 
B 


anges. Few people believed: them. 
like last year, the budget is essen- 
y neutral- It envisages modest 
growth of 4% in real GDP next year, led 
by a strong recovery in the export seč- 
tor. This compares with a disappoint- 
ingly low forecast. of 2% real GDP 
rowth for this year. ©.) s0 o 
While acknowledging that this year’s 
growth rate is much lower than those 
achieved by some neighbour- i 
ing countries, Daim has resisted 
the temptation to pump money 
he does not have into the econ- 


omy. d 
i In his speech to parliament“ 
on 23 October, Daim. revealed | 
that the total appropriation “for” 
988 would be 4.1% up on this 

His decision disappoint- 
ed many influential politicians 
and P ag who had been 
hoping for an expansiona 
Dae They may be wer 
more disappointed when they 
learn that even this allocation 
of M$28.12 billion (US$11.12 
billion) has been inflated” by 
he inclusion of M$1 billion 
f contingency expenditure in 
he development éstimates. 





The Treasury’s Economic Report 


987-88 — which was released simul- 
aneously with the budget — makes it 
lear that total federal government ex- 
penditure is expected to increase by 
nly 0.5% from last year to M$27. 12 bil- 
ion. This would be consistent with the 
vernment’s aim, reiterated by Daim 
parliament, of balancing recurrent 
pending against revenue in the federal 
overnment’s budget by 1989. 
_ Daim made it clear that the onus of 
€ task of revitalising the economy 
must still lie with the private sector. 
“The government financia position is 
still under strain,” Daim told the 
House, “. ~. it is importan 


-come tax through monthly deductions, 
instead of lump-sum payments, which | ° 
: often fallin arrears. 


{1} Provisional 





on chargeable income over M$2 million, 
is to be abolished, bringing the maxi- 
mum level of corporate tax down to45%. 
» Companies will be forced to pay in- 


» Exemptions from the 5% Sales: tax, 
which currently extend to about 75%. of 
locally and imported manufactured’ 
goods, will be withdrawn for most goods. 
except essential foodstuffs. A tax of | 
10% will be imposed on selected items- 
such as wigs, hats and. dentist chairs.” 
Manufacturers using tax-free raw mat- 





" MALAYSIA'S GDP GROWTH | 
AT CONSTANT PRICES 


‘81 82 83 
{2) Estimated 


on capital expenditure by existing com- 
panies in Malaysia will be i 
40%. The life of the scheme will 
extended for a further two years beyond 
is oo expiry date of the end of 





for private-sector output — 
and investment to respond 
vigorously to the oppor- 
tunities which are now. 
available.” - ` 
In all, there are only a 
handful of innovations con- 
tained in the budget and 
most of them involve some 
Hne-catting of the tax 





tion so far of the government's concern 
at the lack of private investment. After 
declining by 29.7% last year, private- 
sector capital outlay has rebounded to 
achieve a growth of only 1.2% in real 
terms this year and even that was due to 
the petroleum sector. Real growth in 
rivate investment in 1988 is forecast to 
e marginally better at 2.1%. 

The failure of the private sector to 
respond to the upturn in the economy is 
seen as one of the principal reasons for 
disappointing growth this year. An im- 

‘ovement in Malaysia's terms of 
e from —14.2% in 1986 to +4.9% 

“year. has helped export re ts 

he manufacturing and plantations 


‘sector but domestic demand has failed 


to pick up. As.a result, the unemploy- 


{ment rate has actually. worsened from 


8.5% of the labour force in 1986 to an 
estimated 9.1% ‘this.year, despite the 
dramatic fall in interest rates. 
Some economists have been quick to 
point out that the bud 
forecast of 2% for this year: 
based on figures for the first seven 
months. But sources in the Minis- 
try of Finance told the REVIEW’ 
. that it took into account expecta- 
tions of higher growth inthe last 
two. quarters. Private-sector. in- . 
_vestment in the non-petroleum 
sector is reckoned to have: de- 
clined by 6.5% this year; while the 
corresponding figure for the pub- 
lic side is an even more drastic 
drop of 23.3%. As.a result, the 
. Savings/investment gap has been | 
closed. see 
| n addition to the increased rein- 
vestment allowance, 


res fall short of the hc 
1 Froups, such as cat 








CAN YOUR PEOPLE 
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Every working day, your staff should have the advantage of The Asian Journal’s in-depth 
analysis and insight. : ee 1 


he Asian Journal is anessential tool for anyone in business. 
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s, which would have saved Bell | 
$30 million a year in interest. In| 


ition, Bell Resources had to meet 
igations as underwriter “put” op- 
uiring it to buy 40 million BHP 
(2.7% of its capital) at about 
above the market price. 

ith. little cash-flow from opera- 


g and dividends from. investments. 
Group, in the latest year to June 
won A$175 million ‘of its. A$304 
pre-tax’ profit from share trad- 
Interest on ‘borrowings.came to 






olmes à Court’s group has relied 
atly on profits from share and option- 

















AS$220 malio, Bell Resources (which 
has a calendar financial year) is similarly 


“dependent on a rising market. The 


squeeze has prompted speculation that 
Holmes à Court might make yet another | 
bid for BHP to secure its massive cash 
flow — though banks may no-longer be | 
so ready with the A$7 billion credit. 
John Elliott could also lose the profit | 
“cream” at brewing, agribusiness and | 
finance group Elders, which drew 31% | 
of gross profits in the year to June from | 


investments. About 25% of the claimed | 


capital base of A$4-2 billion is converti- 


ble notes, which if treated as debt would 






| blow out gearing against A$9.66 billion 
| total assets. The value of its 18.4% BHP . 
| holding has also returned to par. 

| Eliott and business associates also 
| 

f 

i 

| 

| 











face particular problems if bearishness 
sets in. As part of the planned Elders re- 
structuring, a friendly company called 
AFP Investment Corp. can be 

under put option to tak 
prices by mid-1988 some 
ders shares (20% of capital) owned by 
_ Goodman Fielder and South Australian 
Brewing. This would require an A$1.1 
billion payout by AFP, about A$445 — 
million above after-crash values. D 


million El- 
































COMPANIES 


Ashley Ford in Vancouver 

Ongkong businessman and billion- 
ire Li Ka-shing has always had the 
vestment welcome mat spread for him 
n Canada, perhaps because of his long 
nd close relationship with one of the 
juntry’s: big-five commercial. banks, 
‘anadian Imperial Bank of Commerce. 
hen he moved last year to gain effec- 
ve control of Husky Oil of Calgary, a 

dium-sized. Canadian oil and -gas 
pany with substantial reserves, 
af ly a word of protest was heard over 


pposition from elements. within the 
leaning New Democratic Party, 


ng of the Progressive Conservative 


lings), through its wholly owned 
ncouver-based Concord Pacific 


ontenders to purchase the 85-ha site of 
xpo 86, in the heart of Vancouver, for 
massive commercial-residential deve- 
pment. Although at present only one 


‘likely bidders for the land, Cana-: 


n development sources say Li ‘has the 
inside track.” 


only’ other. declared . candidate 
he ‘C$2_ billion (US$1.5_ billion) 
ct, has already played a “made-in- 
da card” and is planning to float a 
c company to handle the project, 
ng British Columbia residents prior- 
buying equity. 
Li, who flew in to meet British 
mbia- Premier William Vander 
took the opportunity to score 
of his.own: and issued a 
aying the gyrations in the 


m: 
rid’s stockmarkets would have no. 


g on his bid. “You can expect the 
is to go through « a number of cy- 


e deal Went through with the full:bless- | 


lopments, is one of the leading“ 


In abid to block Li, Jack Poole, pre- i 
it of BCE Development Corp. p 





ongkong’ sli Ka-shing faces nationalist opposition i in Canada 


cles over the life of the development 
(15-20 years). But if the project is.fun- 
damentally sound, as we believe it is, 
this fluctuation in the stockmarket will 
not affect my interest.in going ahead” as 
quickly as possible, he said. 

The strong commitment from Li is 
bound to win him further credits with 


the government, but it could also lead to: 


further discontent and opposition from 
within the Canadian development com- 
munity, especially smaller firms, which 
are already quietly grumbling about 
“foreign interests snapping up the finest 
development site in North America.” 
The news that Li was raising C$1.7 
billion through a rights issue in Cheung 
Kong Holdings, Hutchison Whampoa, 
Hong Kong. Electric Holdings and 


| Cavendish International was accorded 


wide ` press coverage ‘here, further 
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heightening fears that Canadian de- 
velopers would be simply unable to 
compete with Li though “the 
stockmarket collapse in Hongkong has 
now seen those issues cancelled. 

The British Columbia government 
created unease among local developers 
by actively courting Li’s participation. 
Bids for the property are being handled 
by the British Columbia Enterprise 
Corp. (BCEC), a government agency. 
Not only did it seek out Li, but its presi- 
dent, Kevin Murphy, briefed Li emis- 
saries on redevelopment plans. Provin- 
cial Economic Affairs Minister Grace 
McCarthy has said the best “business 
deal” will carry the day. Local develop- 
ers are interpreting that to mean the 
highest bid will get the land and Li i is, 
thus, naturally favoured. 

Li’s rival, Poole, announced several 
months ago that his company was in- 
terested in developing the Expo lands 
and constructing a C$2 billion “mini- 
city”. on the site. He estimated the land 
cost at around C$200 million. That fig- 
ure appears well short of government 
expectations. |Development-industry 
sources told the REVIEW they consider 
the land to be worth C$375 million, and 
the only “man with that sort of liquidity 
is Li.” 

“The provincial government is politi- 
cally vulnerable over the land and the 
expenditure it made for Expo 86. Apart 
from the C$336.7 million debt outstand- 
ing from Expo 86 operations; which is 
being recouped from. lottery revenues, 
the government also poured C$375 mil- 
tion into purchase and servicing of the 
world’s fair site. It wants to recover that 
money from the site sale and according 
to government sources intends squeez- 
ing out a'small profit as well. 

The BCEC is now sifting through the 
“expressions of interest,” though it has 
not said who the contenders are. Be- 
cause of the “intense competition,” 
McCarthy pledged developers anonym- 
ity. A list of six will be chosen by mid- 
November and they will be asked to pre- 
sent development plans by the end of 
the year. 

A final decision is expected in the 
first three months of 1988 and: it-will 
have to be ratified by the provincial. 
cabinet. 




















understood to include a drastic cut in 
the present stock-exchange committee’s 
power, leading to a structure that would 
include major international and bank- 
related brokers in the decision-making 
process. 

The decision to suspend trading for 
four days from 19 October, taken by Li 
himself, and later ratified by the stock- 
exchange committee, serious 
questions about conflicts of interest. At 
least five members of the stock-ex- 
change committee, including Li him- 
































By Hamish McDonald in Sydney 


vam Australian sharemar- 
STOCKMARKETS 


ket raiders rallied to 
help the first of their 
number pressed close 
to the wall by a “flight 





self, either own or are connected to ae O ahau? SE 
companies which held long positions in SAREE local market's 
, the Hang Seng Index futures market at | piggest-ever one day crash of 25% in the 


the time of suspension. 

Despite this glaring indictment of the 
exchange’s administration, the govern- 
ment failed to mount an investigation, 
or to remove these key people from po- 
sitions of enormous influence over the 
market. 

Li revealed a different side of his 
usually ebullient personality at a highly 
charged news conference on the day the 
markets re-opened. When a reporter 
suggested that he had acted outside the 
rules of the exchange when he closed 
the market, Li lost his temper. His angry 
tirade was at odds with his nurtured 
— John Mulcahy 


Australian All-Ordinaries Index on 20 
October. 

In Perth, the home of Alan Bond and 
Robert Holmes à Court, depositors be- 
sieged the merchant bank Rothwells 
Ltd controlled by the flamboyant en- 
trepreneur Laurie Connell. The A$210 
million (US$150.5 million) run on 22 
October drained about one-third of 
Rothwells’ deposit book, causing one of 
Rothwells’ bankers, the National Austra- 
lia Bank, to call for extra funding from 
the merchant bank before it would hon- 
our Rothwells’ cheques. 

A rescue was initiated by Alan 
Bond, who called in his own long-time 
financial backer Wardleys Australia, 
merchant banking offshoot of the 
Hongkong and Shanghai Banking 
Corp. Wardleys organised a capital in- 
jection of A$150 million, via converti- 
ble notes taken up by a host of big-name 
stockmarket players nee Bond 
Corp., Holmes à Court's Bell group, 
Kerry Packer's Consolidated Press, 
Larry Adler’s FAI, Ron Brierley’s IEL, 
John Elliotts Elders IXL, and John 
Spalvins’ Adelaide Steamship. The 
Australian Labor Party state govern- 
ment of Western Australia pegs to 
guarantee A$150 million of Rothwells’ 
commercial bills. Connell himself raised 
A$70 million by mortgaging his Perth 
mansion and 400 horse-racing stable. 

Merchant bankers were keen to por- 
tray Rothwells as an isolated case, one 
of the few money-market dealers not 
backed by a large central bank—guaran- 


image of confidence. 












quirements were raised and lowered 
several times, and top officials sent out 
conflicting signals regarding the govern- 
ment’s policy towards the market's in- 
creasing volatility. 

As a result, the market had already 
fallen 27% by 16 October, when the 
MoF and the Securities and Exchange 
Commission stepped in with a new 
package of market-bolstering mea- 
sures. 

The measures included: directing 
some institutional investors to buy 
shares; allowing the four domestic- 
foreign joint-venture investment com- 
panies to raise a total of NT$20 billion in 
new, closed-end mutual funds that 
would be listed on the TSE; and raising 
margin trading ratios to 30% or 40%, 
depending on the type of share. 

This package now seemed something 
of a dead letter. With public confidence 
gravely damaged, it seemed the market 
prospects for new mutual funds would 
not be overly auspicious. As it was, two 
of the four existing funds for domestic 
investors — managed by these same in- 
vestment companies — were hit badly 
by redemption calls. The other two 
were only spared because they had not 
yet reached the six-month minimum re- 
demption period. 

e foreign funds managed by these 
firms were reportedly not hit by signifi- 
cant redemption calls, but the pre- 
miums of 100% or more they carried 
just weeks before had evaporated com- 
pletely. 









































All hands to the pumps 
in the Australian market - 





teed institution. Known as “Last Resort 
Laurie,” Connell had thrived by lending 
some three points above the average to 
entrepreneurs rejected by banks and fi- 
nance companies. Meanwhile, the Re- 
serve Bank of Australia injected liquid- 
ity into the banking system as soon as 
the size of the crash was known. 

One deal affected by the Rothwells 
panic was the bid by Warwick Fairfax to 
buy back his family publishing empire, 
John Fairfax Ltd, for A$1.9 billion. 


Fairfax asked regulators to be allowed © 
to withdraw the proposed float of Mel- — 


bourne publishing subsidiary David 
Syme, which Rothwells was to have co- 
underwritten with brokers Rivkin 
James Cape 


scrip offer being lost. 

Many of Connell’s rescue party were 
soon having troubles of their own, par- 
ticularly those who had busily written 
“put” options on stocks at pre-crash 
prices. As the value of share invest- 


ments pares companies such as- 


Bond Corp. and Elders also had new 
questions placed about their previously 
accepted assumption that convertible 
notes could be counted as equity rather 
than debt — as the flow of conversions 
to shares seemed likely to dry up. 
Holmes a Court’s group took one of 
the most severe batterings, with the Bell 
Resources share price marked down 
65% and Bell Group shares down 60% 
in the space of eight days. Any capital 
gains on his 27% BHP stake were wiped 


out, and in addition massive paper — 


losses. were taken on holdings in 


Texaco, Standard Chartered Bank, — 


Pioneer Concrete and many smaller 
plays. On 23 October, US brokers Mer- 
rill Lynch withdrew an A$1.05 billion 
multi-currency Eurobond issue for Bell 





l. Fairfax is continuing with © 
his cash offer of A$8.50 a share, and 
faces having A$275 million more debt to 
carry as a result of the alternative Syme — 







































| grou nd for the current crisis is Wich blew 
-upon 19 October. 
4 If Hongkong is to retain any interna- 
tional stature among the world’s mar- 
| kets it is clear that drastic steps are 
| needed to upgrade the management and 
Supervision of its exchanges. A starting 
| point, for many paoue players in 
e market, would be the appointment 
of professional, experienced chief exe- 
a tives for the "stock exchange and for 
i the futures exchange. 







tea cers viet ana art Dae. 
’s stock and futures mar- 
ket irae apa- it will be in opening the gov- 
ernment’s eyes to the manner in w 
the exchanges have operated. 
While fu 





























-~ The licence under which the futures | October 25, the government seemed 
“exchange operates is currently under | Strangely unwilling to acknowledge that 
‘routine review, and the government problems also exist with the administra- 






- could throw out the present franchise- 
| holders and re-allocate the licence. 
For a market aspiring to sophistica- 
AL tion, Hong gkong has failed. Nothing 
short of an overhaul will satisfy interna- 
tional investors, and indeed a bewil- 
fi dered Hongkong populace. A good 
| start would be an amendment to the sys- 
| tem that currently excludes some of the 
i territory’s most competent market pro- 
| fessionals from any role in running the 
| exchange. 
The stock exchange has intentionally 


sn et eee Pange: 
Li, an accountant, has run the ex- 


Gionee. as an autonomous dictatorship 
since its inception on 2 April last year, 
refusing to accept recommendations or 
indeed A aiis from outside the commit- 
tee, which has never his recom- 
mendations. Saf which should 
have been introduced have not been, 
often because they did not coincide with 
the interests of some committee members. 
At a time when the markets of the 
world were crashing, and Hongkong 
had taken a decision to close its ex- 
for four days, against the speci- 
fic advice of the Office of the Securities 
Commissioner, which had recom- 
mended a one-day closure at most, Li’s 
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By Carl Goldstein in Taipei 
A double-whammy of crashing world 

stockmarkets and ham-fisted 
government intervention at home has 
punctured Taipei's speculative balloon. 
The market that had soared more than 
300% from the beginning of the year 
through early October appeared intent 
on staging an equally dramatic re- 
treat. 

The Taiwan Stock Exchange's (TSE) 
vame price index closed at 2,836.92 

7 October, representing a 39% drop 
from its 1 October peak of 4,673.14. 
Such was the mood of gloom and pes- 
simism among investors over their sud- 
den turn of fortune that there was 
no telling where the market might find 
its bottom. 

Matters were only compounded by 
the authorities’ flip-flop regulatory 
style. On 26 October, the Ministry of Fi- 
nance (MoF) abruptly lowered the limit 
on daily market movements from 5% to 
3%, effective the following day. In- 
tended to moderate the fall of the index, 
the move chiefly had the effect of im- 
mobilising trading and deepening the 
sense of panic among investors, who 
found it even more difficult to sell out. 

The MoF action — reportedly or- 
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_ kept major brokers away from the ad- 
| ministration process, largely for protec- 

tionist reasons, but in so doing has de- 
nied those responsible for 80% of the 
ad s turnover a voice in the way it 
et 
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Instead, Li has surrounded himself 
with a stable of willing but incapable 
sycophants, and unless the authorities 
recognise the arie i in the system, 
| Hongkong has little hope of rehabilita- 
| tion. 
= Anecdotes about personal interests 
_ superseding those of the stock exchange 
or of the community at large abound. 
Merchant bankers admit, though al- 
f: ways privately, that the path to listing of 
numerous small companies has fre- 
quently been smoothed by agence 
allotments to some members of the 
| committee, who dictate issue prices, 
and are thus able to ensure profits 
for themselves. The authorities can 
| hardly be unaware of this, though no- 
F eing has been done to stop it. 
; _— John Mulcahy 
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Mark of the man 


Taipei’s disarray drives 
investors to the exit 








own futures trading company, Chine 
Kit, was among those that stood to lose 
heavily from the market decline. A 
week later, just one day after the mar- 
ket reopened, the HK$2 million com- 


ing as rmb plans to introduce a central, ‘scat 
mated clearing system to replace Hong- 
ieee: manual system. 
software and hardware for such 
a system are available in Hongkong, 
and a was presented by the 


the new ex more than a year ago. 
The scheme was blocked wheal’ the bank 
rejected demands that some brokers get 
personal stakes in the clearing company 

So deep are the feelings against saint Lys 
administration of the stock exchange 
that brokers called in to support the fu- 
tures exchange lifeboat scheme were 
given assurances that major changes, 
probably involving amended legisla- 
tion, would be introduced to improve 
the exchange’s structure. was 






dered by Finance Minister Robert 
Chien — was roundly denounced by 
fund managers, brokers and other mar- 
ket participants. “This i is only going to 


make things worse,” said one promi- 
nent figure in the securities industry. 
“The sole reason for doing something 
like this was to make poopie t think they 
were on top of things,” he said 

Trading volume dropped recipit- 
ously. Whereas the value of daily trans- 
actions a month ago had been averaging 
as much as NT$25 billion (US$833 mil- 
lion), on 27 October it was a nearly in- 
visible NT$650 million. Most shares hit 
their downward limit in the first 10 min- 
utes of trading, and sell orders piled up 
on brokers’ desk, awaiting a probably 
futile attempt to find buyers the next 
day. 
Taipei had already begun a signifi- 
cant downward correction even before 
New York’s big crash on 19 October. 
Earlier moves by financial authorities to 
cool off an overheated market — in- 
cluding sending agents of the Bureau of 
Criminal Investigation into brokers’ of- 
fices to look into possible illegal man- 
ipulation of share prices — badly rattled 
investors’ nerves. Margin-trading re- 
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‘When surveillance is 


pushed to the sidelines 


At best, the crisis 
in Hongkong’s stock 
and futures exchanges 
has exposed glaring 
incompetence in their 
$ administration. At 

worst, it could show 

P Pa. ws that special interests 
have again taken precedence over those 
of the market at large. 

While some analysts, among them 
government officials, have rejected 
moves to apportion blame at a time of 
such upheaval, the shambolic state of 
both markets is clearly a direct result of 
the shoddy application of existing rules 
and woefully inadequate supervision. 

Inadequate surveillance has been the 
rule in both the Stock Exchange of 
Hongkong and the futures exchange for 
most of this year. The resignations from 
the futures exchange of chairman Kim 
Cham and vice-chairman Ronald Li, 
though termed “voluntary,” reflect the 
degree to which confidence in the two 
men had been eroded. 

The credibility of exchange officials, 
whether elected or appointed, and of 
the senior government officials who 
ap in the obfuscation surround- 
ing the closure of Hongkong’s markets, 
has been destroyed. 

But the broader issue of Hongkong’s 
stockmarket standing in the world re- 
quires longer-term solutions. At the 
head of this list is market regulation. 
Undeniable evidence of insider dealing 
— easily identified in sharp changes in 
volumes and prices ahead of important 
deals — has been left unexamined, 
while on the futures exchange the wilful 
abuse of rules relating to margins has 
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been a feature of recent trading. 

After the shock closure of the mar- 
kets, brokers involved in futures told of 
traders who commonly accepted mar- 
gins of half the HK$15,000 (US$1,920) 
minimum. In other cases, no margin at 
all was required, post-dated cheques 
were accepted in lieu of margin, and 
clients were allowed to pyramid, adding 
contracts on the bins a of unrealised 
profits in their existing holdings. 

Hongkong’s_ Financial Secretary 
Piers Jacobs has given generalised as- 
surances that the whole question of reg- 
ulation will be re-examined, noting in 
the government's defence that the pre- 
sent system had been in place for 14 
years. But in reality this is no defence at 
all. Shortcomings in securities regula- 
tion have been pointed out repeatedly 
over the past year. The government just 
chose to ignore the warning signs. 

One corporate finance specialist said 
the government appeared to treat secu- 
rities regulation like a Sunday afternoon 
game of football. “The first 11 down at 
the field get a game, regardless of ability 
or experience.” Inappropriate skills for 
the task, and a lack of market-centred 
officials have allowed traders to cut a 
swathe through rules and regulations 
this year. 

e government insists that the mar- 
kets should be self-regulating, a princi- 
ple several senior officials have es- 





tion levy in five good days of trading. 
Meanwhile, the exchange, in a clear in- 
dication of its priorities, employs 30 
people in its public relations depart- 
ment but just a solitary official in sur- 
veillance. 

This year’s stockmarket surge, which 
has seen daily turnover rise to a record 


HK$5.4 billion, and a steady HK$3 bil- 


lion a day, from levels a tenth the size 
less than two years ago, has also boosted 
government revenue. Stamp duty of 


0.3% on all securities transactions raises — 
HK$18 million a day on daily turnover 


of HK$3 billion. In other words, a single 
day’s income from stamp duty is greater 
than the Securities Commissioner’s en- 
tire annual budget. These figures make 
a mockery of government claims that it 
lacks the resources for adequate super- 
vision. 

Officials right up to the governor 
have stressed that Hongkong’s markets 
are free of government intervention and 
operate autonomously. But this fails to 
acknowledge the statutory responsibil- 
ity of the Securities/Commodities Com- 
missioner to ensure the law is upheld. 
Failure to do this provided the fertile 


poused even while admitting the ab- | 


sence of self-regulation. The Office of 
the Securities Commissioner's simply 
lacks the resources to monitor the 
market effectively. Its budget of HK$15 
million a year is less than the stock ex- 
change earns from its 0.025% transac- 








Selling shoddy goods 


By Emily Lau in Hongkong 


a ongkong Governor Sir David Wilson’s first official visit 
to the US will be remembered as one of the most embar- 
rassingly timed events in years. Just as Wilson embarked on 
his week-long visit to promote the territory as one of the 
world’s leading free and open markets, the stock exchange 
closed down for four days. Suddenly, Wilson was reduced to 
being a salesman with nothing to sell. 

Faced with the biggest crisis since he became governor in 
April, Wilson did not cut short his trip but stuck to his itiner- 
ary and prepared speeches, but his ity was obvious as 
quentoes on the stockmarket collapse kept cropping up in 

ashington and in New York. He reportedly told one audi- 
ence that had he known the markets were going to close, he 
would not have come. 

By not calling off his US visit, Wilson left the attempted 
“rescue operation” to Financial Secretary Piers Jacobs. A 
member of Hongkong’s regulatory Securities Commission 
said in such a complicated situation, Jacobs, a civil servant who 


has dealt mostly with legal affairs, was totally out of his depth. 

Political observers said that in failing to return im- 
mediately to Hongkong, Wilson had either underestimated 
the severity of the situation or had not been properly briefed 
by Hongkong officials, leaving other members of the admin- 
istration in near-panic and disarray. 


In the event, understanding the crisis was beyond the 


grasp of most members of the Executive Council (Exco, the 
highest policymaking body). A government source said the 
only Exco member who understood what was going on was 
Ww Purves, chairman of the Hongkong and $i 


ar A 

The pret rA A Council, the lawmaking body, meekly en- 
dorsed the government’s controversial rescue plan. Instead 
of asking tough questions — why the exchange was allowed 
to close, who should be held responsible and why HK$2 


billion (US$256.4 million) of taxpayers’ money should | 
be used to bail out speculators who welshed on their | 


debts — councillors simply agreed to rubber-stamp the gov- 


ernment decisions. Senior Exco member Sir Sze-yuen Chung — 


even called on the public to buy shares on the grounds that 
the present low prices represented a sound investment. 
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By Charles Smith in Tokyo 
hatever other 

result from th 
stock-price collapse, Japanese analysts 


now feel sure that one major conse- | 
quence will be the end of the Louvre | 


Agreement on exchange-rate zones. 
Although never publicly acknowl- 
edged ‘by the participants, the agree- 
ment, reached during a meeting in Feb- 
ruary of the Group of Seven major in- 
dustrial countries, apparently commit- 
ted the major currency nations to at- 
tempting to keep the US dollar~yen ex- 
change rate within a zone of ¥140-150 
othe US dollar. Similar limits were also 
greed for the Deutschmark-dollar ex- 
change rate and other major currencies. 
After aweek in which the US seems 
to have done little to prevent the dollar 
from falling to a. new post-war low, the 
consensus in Tokyo is that both the US 
„and West Germany now want a new 
Louvre accord which would shift the 
aad -rate zone down by at least 
The change in US thinking is the re- 
~ sult, say the Japanese, of a desire to do 
everything possible to shore up collaps- 
ing stock-market prices, even if it means 
taking far greater risks with inflation 
than would have been acceptable before 
the market crash. 
West German thinking is exactly the 
opposite. In response to US pressures to 
lower interest rates — thereby hope- 


| fully. increasing’ interest-rate differen- 
| tials with the US and encouraging a flow 






of money into US capital markets — 

West Germany has deliberately opted, 
say the Japanese, to keep interest 

¿rates high and let the value of the 
Deutschmark float up. : 


‘October US 















ision makes sense given trad- 
Jest German fears of inflation, | 
which might have been encouraged by | 
lower interest rates and ‘an easing of 
money-supply controls. This change in | 
thinking, however, leaves Japan out in 
the cold. It is now the only one of the 
Big-Three currency nations still placing 
the main emphasis on exchange rates. 

Japanese awareness of a new US- 
West German consensus on exchange 
rates means that the Bank of Japan may 
be forced to allow the yen to float up 
in the next few days to ¥132-137 to the 
US dollar, in contrast to the ¥ 141-147 
level of the first half of October. 

A controlled adjustment of the èx- 
change rate into the lower 130s, though, 
may turn out to be difficult to achieve. 
Many Japanese economists fear that the 
breaching of floor levels specified in the 
Louvre accord might provide the signal 
for afree fallin the US dollar to ¥130 or 
below, leaving central banks. watching | 
helplessly while the market took over. 

Such. a fall would be detrimental to 
the interests of the US which could suf- 


=! THE DOLLAR 
LF SLIDE i 













a] 
E 


[Yen (azo | aa8 | 
Soa | eaf or | aa] 


[Swarr [aoe [a0 [a | 
aea Ba 


+ fer serious inflationary consequences. 


_ one effect of a collapsing dollar migh 


| yen is undervalued. This could 









also still needs foreign capital to finan 
its budget deficit, including the p 
chase by Japanese corporate investo 
of US long-term government bonds. In 
Japan, such a fall could cut short the 
covery in the manufacturing sector of 
the economy which began during thi 
summer after industry began to believe 
in the security of a ¥140 floor level for 
the exchange rate. ' 

Some analysts in Tokyo believ h 































todiverteven more of Japan’s manufa 
tured goods exports to the profitab! 
European markets: where excha 
rates still favour Japan. European 
munity sensitivity to Japan’s expo 
thrust, however, would be‘ li 
make this a short-term solution. 

A more likely result. of a serious s 
in the dollar-yen exchan > WOU 
be to highlight disparities in oth: 
eral rates, notably between the y 
the Deutschmark where’ p 
power parity comparisons sugge 










































clamp on Japan’s exports which 
shown. signs of recovering from 
slump induced by the yen revaluati 
To fend off the worst, Japanese ci 
porate investors were expected to 
under strong pressure from the Ban 
Japan and the Ministry of Finance 
demonstrate confidence in the US econ- 
omy by putting up a good show at th 
3-6 November quarterly auction of U 
Government bonds. But observer: 
Tokyo suggest that Japanese willin: 
to buy bonds as a gesture of confidence 
may not be matched by US willingne 
to sell, given congressional restraint 
deficit financing which were expected 
limit the amount of bonds auctioned. 
Deprived of a chance to buy its w. 
out of a currency crisis, Japan may 
left with only two possible courses ofa 
tion — cutting domestic interest rates to 
increase differentials with the US or d 
rectly limiting exports to force down the 
size of the US trade deficit. p 








Australia’s Indian summer ends 


By Hamish McDonald in Sydney 


A‘ Australian ‘political leaders and 
economists debated the need for 
immediate protective measures against 
possible recession following the global 
stockmarket collapse, the decision was 
made for them. by. foreign-exchange 
markets which marked down the Aus- 
tralian dollar sharply. - 

By 29 October, the dollar had fallen 
by some 7% against the trade-weighted 
index kept by the Reserve Bank of Aus- 
tralia (RBA, the central bank), to an 
eight-month. low. The rate of decline 
` outpaced. even the-weakening against 
the US. dollar; at about 6.5%: to 
A$1:US$0.665. on 29 October (be- 

re recovering to A$1:US$0.678 by 4 














November). Against the yen the slump 
was more marked, at about 11% to 
A$1:¥93. 

Most of the loss came during 28-29 
October. Australian stockmarkets were 
suffering more than most from bearish- 
ness. After taking an extra- share of the 
initial wave of selling from investment 
funds locked up in Hongkong by the 
market’s closure — Hongkong stock ex- 
change officials. opted to close the mar- 
ket for four days amid waves of panic 
selling elsewhere in the world — Aus- 
tralian equities were sold heavily. by 
London and New York investors. Syd- 
ney representatives of Japanese broking 
houses a that by contrast oe in- 












„ity problems that. could ‘easily “cause 










vestors were holding on to their Austr 
lian securities and even buying. « 

The RBA sold foreign reserves hea V- 
ily to break the fall inthe Austra 
dollar.at the peaks of the outflow. 
it was unable to use its moneta 
weapons, as the central bank was c 
mitted to keeping the domestic financial 
system flush with funds to avoid liquid- 











panic. Even so, short-term interest rates 
jumped by more thana point prk 
Australia seemed to be victim of ac 
verse perceptions’ abroad ‘on. sever: 
counts. It was caught by a flight. ' 
er currencies generally, while 
takeovers figured strongly i 
run. Share prices of companie: ‘ide 
tified. with Australian. entrepreneu 
such as Rupert. 
Holmes a Court have been cu 
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alue within two weeks, the average: 





E icempared with 20.5 before the col- 
pse). 
-Textbook logic also caused London 


a recession in the Northern Hemisphere 
ndustrial countries follows the slump, 
whether aided or not by US federal: 
budget cuts, the widely expected rise in: 





ready close to balance, inflation just 
having come down to 8.3% in the year 
to September (from 9.3% in the year to 


was more inclined to. follow certain 
academic economists who urged the 
government to sit tight until the finan- 
cial markets settled down. 

After calling a fortnight’s . pause, 
Canberra decided to back trade-union 
submissions for a 1.5% general wage in- 
crease to apply from January, arguing 


union discipline. Keating also ruled out 
another mini-budget before the year’s 
end, but said new fiscal measures re- 
ained an option for early next year. 
For this, the government has. come 
under some attack for complacency. 
-The fall in the. dollar has thus taken 
the heat off Keating and has been wel- 
ed by exporters (miners, farmers 
nd manufacturers) who had. already 
been complaining about lost competi- 
eness as.a strong capital inflow since 
1986 drowned out a weak trade bal- 
ce and pushed the local dollar up- 
tds. ee bE 











‘But it is widely believed that an In- | 





dian summer has -ended, and that Can- 
berra will approach the start of the 1988- 
89 fiscal year with a slowing economy. 
With many outlays indexed to inflation, 






capital-gains taxes down sharply as a re- 
suit-of the stockmarket slump. The re- 
newed weakness in the dollar will have 









capital inflow to cover an A$1 bilion 
70 million) a month current-ac- 
deficit. Combined with the end of 
raising, this may have killed 
(5%) liftin business invest- 







€ rket indicator, the Aus- 
an All-Ordinaries Index, losing half 





ce-earnings ratio remained at 12.1 or. 


and New York analysts to reason that if © 


that the modest cost increase was better | 
ana possible breakdown in trade: 

























could find next year’s corporate and” 


kept interest rates high to attract the | 
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"By Christopher Marchand and Philip Bowring in Hongkong ` 






Tis HK$4 billion (US$512. million) 
lifeline to. the Hongkong. futures 
market has underpinned the Hang Seng: 
Index, but confidence in the securities 
sector remains fragile. The government 
has been busy trying to inject momen- 
tum into its rescue efforts and former 
banking and. securities commissioner 
Robert Fell spent his first day as the 
stock exchange’s senior chief executive 
at a string of meetings with brokers to 
assess the options for long-overdue re- 
form. For its Wook the Futures Guaran- 
tee Corp. (FGC) said that the ultimate 
liability of defaulting brokers had been 
assessed at “only” HK$1.8_ billion, 
within the first HK$2 billion tranche of 
the rescue package provided by the gov- 
ernment and major institutions. 

But concern focuses on a possible 
stock overhang from unwinding futures 
positions, and the rights issue by Li Ka- 
shing’s group of companies, due to 
drain some HK $6 billion from the mar- 
ket on 10 November. Nor is the interna- 
tional investor.about to forgive or forget 
the debacle of the Hongkong market’s 
four-day closure. 

Major institutions have played their 
part “supporting” the market. Stock- 
broker James Capel, which, with fel- 
low. Hongkong and Shanghai Banking 

‘Corp. affiliate Wardley-Thomson, held 
more than half the short futures: con- 
dracts at the time of the market’s sus- 
pension, has sold off nearly HK$! bil- 
‘lion of the stocks in its arbitrage pro- 
grammes in London: The aim was to try 
to avoid clogging the Hongkong market 

-with more scrip: Other major brokin 
houses — which were major short sell- 
ers as part of their arbitrage program- 
mes — also claim to have helped 
stabilise the market. 

Li, for his part, has volubly espoused 
his good intentions in supporting the 
battered market. But he failed to brow- 
beat the government into granting hima 





-they represented 

n - | net uncovered coni 

ent the-Treasury has tipped for the -~ ld betw 
il year. 
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| but turnover has slumped dramatically. 





‘Hongkong manages to sidestep the falling pieces. 


“prevailing market rates,” the corpora- 
tion said, but market sources say the 
price was around 1,950 — more than 
200 points. below the spot index level. 

The deal may. be good for Li: if the 
index returns to. just 2,150 this month 
(froma 4 November close of 2,077.11), 
the syndicate will collect about HK$90 
million. But the sale lands defaulting 
brokers. with even bigger losses.. That: 
the long position had to be unloaded at 
such a discount to the cash market is an 
indication of fragility. 

All this was grist to the mill for local 
futures brokers who complained about 
alleged unfair treatment under the res- 
cue plan. Inan effort to cut their losses, 
local. brokers had urged the govern- 
ment to fix an arbitrary closing price for 
open contracts. The rationale was that 
the stockmarket’s four-day closure pre- 
vented them 
from unloading 
long positions at 
better prices on 
the way down 
than were sub- 
sequently . set. by 
the market’s un- 
precedented 
1,1.2.0-p oi nt 
plunge on the day 
trading resumed. 

Their suit was 
rejected by the 
government. and 
the FGC on: the | im 
grounds. of the ir- |g 
reparable. dam- 
age such a move: |Lisfr 
would inflict. on “> 7 
Hongkong’s standing. as.an interna- 
tional financial centre., : 

The flaw in.the government’s argu- 
ment is that only the rescue package en- 
abled anyone to be paid at all. Yet the 
government structured the package so 
that small brokers, whose clients de- 
faulted on their long positions, were 
held fully responsible. In contrast, the: 
FGC — which has the Hongkong Bank 
and other major banks’as its sharehold- 
ers — gets the funds to pay holders of 
short futures positions (mostly large 
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- bank-owned brokers) in full): 


The result was the suspension of 39 
futures. brokers for not meeting margin 
calls. -on long “positions. Six were 
reinstated after subsequent payment, 
and there was one additional default, 









hat.some two-thirds of Hong- 
tures brokers would. be forced 
business have- not yet 

|. But the collapse of retail 








+P Baillieu 
a Knight Frank 


SERV a ET ‘TENDER 


-RENOWNED 


__ INTERNATIONAL 


TOURIST HOTEL AND 
COUNTRY HOUSE ESTATE 


Australia’s premier country house 
estate, recognised world wide as amember of | 
the exclusive Relais et Chateux group of luxury hotels. Also a member of 
Select Hotels & Resorts of Australia. 


Burnham Beeches is asplendid Art Deco building of 52 luxury suites, 
elegant restaurant, lounge and convention rooms, set on 56 acres of | 
. magnificent peaceful gardens and grounds in the heart of the Sherbrooke _ 
Forest, 45 minutes drive from the centre of Melbourne. : 
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participation raises the question 
whether Hongkong’s speculation-dri 
futures market can ever -regain i 
rmer size and vibrancy. ee: 
‘Chin Tung Futures was a case in 













pended. Standard Chartered Asia sub- 
_ sequently bought a majority stake in the 
parent stockbroking operation for a 
10Mminal amount. That was a poignant 
nding for one of Hongkong’s largest in- 
lependently owned brokers: In July, 
Chin Tung had taken over Wan Pao 
_ Navigation with a view toa: backdoor 
listing, which would have netted found- 
_er Arthur a fortune. That dream has dis- 
| appeared in the market carnage. 
_ >. Adding to the “them-and-us” atmo- 
sphere was a clash between large and 
mall stockbrokers over creditworthi- 
ness. Large brokers took to demanding 
cashier cheques on delivery of scrip: 
This has been a serious impediment to © 
- trade, which has fallen to HK$1 billion a 
_ day compared with HK$3 billion before 
) the crash. Much of it is being handled by 
a small number of big brokers who pre- 
r to deal with each other. The list of 
writs suggests that some small brokers 
are in serious difficulties. 
’ Similarly, it may not be long before 
banks start calling some of the many 
argin loans they made to private in- 
tors and which are now inadequately 
vered. So, though the main shock. of 
crash has been absorbed, several af- 
hocks are to be expected. Nor is 
re much the government.can do any 
nger to help the situation by favouring 
her interest-rate reductions. Des- 
heavy official support, the succes- 
ve interest-rates cuts have now 
brought the Hongkong dollar down 
below its $7.80 peg against a very weak 
US currency. 
~ On2 November, senior representa- 
ives from the big, mostly foreign, firms— 










































point. One of Hongkong’s largest fu- | 
tures trading firms, it asked to be sus- | 


Hoare Govett, James Capel, Vickers da |_ 





he Hoagkong, public, 


good partly from public funds. - 

The Pap FA single-broker default to 

surface is that of a sole proprietor, Lee 

Kwok-wing, trading as Solid Futures 
Co. His deficit is in the region of 
HK$650 million (US$83.3 million). As 
Solid Futures has yet to take action 
against its defaulting clients, their iden- 
tity remains unknown. Nor has there 
been any indication of whether the de- 
faulters are individuals or limited liabil- 
ity companies — and, if the latter, are 
they merely HK$2 nominee companies? 

In the Solid Futures case there have 


Asian property tycoons, but despite the 
use of public money, the toes thes! 
tures Exchange is hiding behind “client 
confidentiality” and declining to give in- 
| formation:on losses on closed-out posi- 
tions. Other big defaulters include Bon- 

sar Ltd (HK$250 million), Fundamental 
Commodities (HK$125 million) and 
Mansion House Commodities (HK$125 





Costa, Jardine Fleming and Baring 
Securities — got together with the 
newly arrived Fell for an informal par- 
ley on mooted reforms. Top of the 
agenda was the: bad cheque problem. 
However, consensus also emerged on 
reform measures required. 

These included the setting up of a 
central clearing house as a matter of 
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been suggestions of links to Southeast 
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million). Losses are assumed to be on 
pean’ Council, willbe demand- | | 
ing to know exactly who the people are © 
whose losses totalling HK$1.8 billion 
| (US$230.8 million) have been. made 


client rather than house accounts. 

In addition to defaults which have 
fallen into the lap of FGC, there have 
been a sana number of others in- 
volved where the burden has fallen on 
brokers themselves. The guarantees 
only apply to brokers’ net positions and, 
in some cases, brokers have found that 
positions netted off in their own books 
are now uncovered — shorts have col- 
lected their profits and patching | longs 
have failed to meet margin calls. Several 
suits have resulted, including actions by 
Wardley-Thomson for HK$% million. 

Although brokers are now being re- 
quired to report all gross (not only net) 
positions, the picture is still an entirely 
clear. The number of net open positions 
is now down to 9,000 but the | igure fo 
gross positions has not been revealed. 

Some brokers have voluntarily gone 
out of business. without reneging includ- 
ing Chin Tung Futures. Standard Char- 
tered Asia, which has acquired Chin. 
Tung’s troubled stockbroking business 
is believed to have helped out the Fu- 
tures company as well — but has not ac- 
quired its equity. — Philip Bowring 





urgency (a need which Li himself had 
recognised — having taken the initiative 
in approaching Fell before the crisis 
arose to ask him to undertake a study to 
this‘end). The brokers. also favoured. a 


‘longer period for settlement of transac- 


tions than the present 24 hours, and the 
need for tighter capital-adequacy and 
supervision of brokers. 

The large foreign brokers also want 
more say in running the exchange. One 
idea mooted ‘was that the stock ex- 
change committee should comprise rep: 




















By Nigel Holloway in Tokyo 
(0) ne of the most remarkable features 
of the decline in, worldwide share 
values has been the relative steadiness 
‘Tokyo, where the stockmarket 
bed 4% between 26 October and 4 
ember, despite the likely effect on 
corporate profits of a stee 
yen. The Nikkei index of 225 shares was 
only 13% below the all-time peak 
reached in mid-October and still stands 
| at a_ staggering 60 times Prospective 
i earnings. : ; 
_ An important reason fi 
isthe sale on 10-12 N 
-ond tranche of 


rise in the | 






| ricks of the trade 


i t e pending NeT issue means Tokyo market dare not fall 


‘promises to be the world’s largest equity 
offering. The 1.95 million shares will be 
priced at-a 3.5% discount (rounded to 
the nearest ¥10,000) below NTT’s clos- 
‘ing price on 9 November. Based on its 
value on 2 November, the offer would 
raise ¥5,33 trillion (US$38.8 billion) for 
the government, 


venue. 
The stakes are enormous for the 






<| underwriters as well as the government. 


| stance to a yee of about 245 secu- 





the. equivalent of. 
one-eighth of this year’s total tax re- 


-nities houses {35 of them foreign} which | 
will be ed 





= were privately asked. by the Ministry 
| of. Finance (Me 
The shares are to be sold in the first in- | the: 








vestors for the same price. If the mana 
drops before this process is complete, 
investors might pull out and the brokers 
could be left with a lot of overpriced 
NTT shares. Because this is Japan, how- 
ever, it would probably take an earth- 
quake to. prevent the NTT offer from 
going smoothly. Little local difficulties 
in New York, London and Hongkong 
do not seem to enter the picture. For 
one thing, NTT shares. are only avail- 
able to Japanese. - 

Penne in NTT has not been heavy 
since the Wall Street crash. On 20 Oc- 
tober, its price fell ¥260,000 to ¥2.65 
million- after- the big four brokers — 
Nomura, Daiwa; Nikko and Yamaichi 





` market in 















he government, mer- 
hers, as well as a bet- 
erum of brokers. Secretary 
for Monetary: Affairs David Nendick 
} said that a stronger role was seen for the 
“autonomous” chief executive. 

Fell was instrumental in introducing 
similar reforms on the London stock ex- 
change in the 1970s but not everyone is 
enamoured of him ‘in his new role. 
Though he was:quite effective in clean- 
ing up the banking sector, as securities 
commissioner from 1982 to 1984 he was 
involved in the formative period of the 
unified stock exchange which finally 
came into being last year. Some believe 
he must shoulder some of the blame for. _ 
the inadequacy of the system and of 
having been involved in too many com- 
promises with Ronald Liin the past. On 
| the other hand, he is. well liked and 

knows the personalities involved. Cer- 

tainly, few brokers are likely to quarrel 

ith. the potion that stronger capital 

__ lequacy is needed in the light of last 
“month’s share price firestorm. 

Pressure is building on the govern- 
ment to announce how it intends to pro- 
ceed from here. An inquiry is to be held 
but there are those who do not wantit to 
go too far in investigating the.misdeeds 
of the past. “We needa blueprint for the 
future, not a -witch-hunt,” said one. 
However, having laid out so much pub- 
lic money it may be-hard to continue to 
turn a blind eye to corruption and other 
abuses. 

One idea was for the appointment of 
inspectors under the Companies Act 
who would wield hefty investigatory 
powers. But this seems to have been 
ruled out in favour of some sort of judi- 
cial commission of inquiry which would 
be primarily, concerned with recom- 

-mending future arrangements for the 
management of the exchanges, the role 
of the Securities Commission and the in- 
jection of some market expertise into 

he government machinery. o 

Sa a E 

Exchange's history, and since then, 
NTT has climbed again. : 

Brokers say that it is foreign invest- 
ors who have mostly been selling 

‘the Japanese stocks in the past two 
weeks. In the week ending 24 October, = 

-their net position. dropped’ by ¥1.1 tril- 
lion. Japanese pension funds and most 
investment trusts have held on to their 
local holdings and have instead liquid- 
ated overseas. There are three main 
reasons why Japanese institutions are 
sitting tight. They believe the domestic 
economy will remain strong, unless the 

US enters a steep recession. They are | 

therefore waiting to see what sort of 
agreement President Reagan can make 
with the US Congress on cutting the 
budget deficit..And they have come 
under strong pressure from the Japan- 
ese Government not to trigger a panic 
y Selling off large slabs-of their share - 
g 3 
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Faithful to the traditional art of watchma- 
king, each watch is still assembled, pol- 
ished and finished by hand by the ndy 
dual watchmaker. 












In all, only four ladies’ watches and six 
men's watches, each individually signed 
and numbered, leave our WorksHOps a at 
the end of the day. 
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a FAST 


Time to give Washington 
a piece of the Asian mind 


i i great irony in all the pontifi- 
cation about what should be done in 
reaction to Wall Street’s Black Monday 
is that it is being conducted by many of 
the same people who were caught total- 
ly flatfooted by the crash. I include my- 
self in the category, so it is with great 
trepidation that I attempt to look ahead 
now, and dare to prescribe. 

For East Asia, in particular, any 
commentary is difficult given the wide 
economic and social disparities among 
countries. But several observations can 
be made. 

First, it is inevitable that consumer 
demand and capital spending in the US 
will slow, decreasing growth and putting 
added pressure on Asian exports. In 
fact, because of their disproportionate 
reliance on the US market, sales from 
Hongkong, Taiwan, South Korea and 
similar countries in the Asian region will 
be harder hit than those from any other 
region in the world. 

Secondly, whatever the causes of the 
crash, the hee-adarkct: anti-regulatory 


At office, or 


(a HOTEL LOTTE 


SEOUL KOREA 
Hast Offer: CPO. 


© Downtown location 

© 1,000 modem rooms & suites 

© 22 restaurants & bars 

© Asia’s most luxurious health dub 


Bor 3500 Seoul, Korsa Phone: 102) 771-10, The: LOTTEHO K29539/4/5 Fax: SEOUL 752-3758 Cable: HOTELOTTE 


push of Reaganomics is over. Durin 

the past seven years, an Adam Smit 

approach to life was the US’ most pow- 
erful export, helping to account, for 
example, for a focus on privatisation in 
the eno: a liberalisation of finan- 
cial regulations in Japan and South 
Korea and a new emphasis on private- 
sector development in the Asian Deve- 
lopment Bank. Even the breezes of 
more-open markets in China were 
stimulated by the ostensible prosperity 
wrought by the Reagan era. Market- 
oriented systems are no doubt in East 
Asia to stay, but enthusiasm is likely to 
be dampened and the political clout of 


Jeffrey E. Garten is a New York-based 
investment banker. He was formerly 
managing director of Shearson 
Lehman Bros in Asia, and has worked 
for the Nixon, Ford and Carter admin- 
istrations. 
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At Hotel Lotte 
There's one common link. 


It's reliability, Knowing that your messages are waiting for you. That 
the telexes went out immediately. And that a competent staff are at 


It's no wonder Hotel Lotte is such a popular choice among business- 
a men. Because our reliability is just one part of our commitment to 
excellence. Our pursuit tọ excellence reflects in everything 

m™ we do, rightdownto the smallest detail. 

Il] So that your stay with us will be the most comfortable 

and luxurious imaginable. 


| | Member in Seoul, Korea 
gas Ompliu OO 
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the doubters and more cautious bureau- 
crats enhanced. 

As one consequence, there is likely 
to be a reappraisal of development 
strategies among several of the Asean 
nations. In the late 1970s and early 
1980s everyone agreed that over-re- 
liance on bank credit was bad — see 
what happened to Mexico and Brazil. 
Capital markets, and especially local 
equity markets, became the vogue, sell- 
ing shares in state companies to the 


public, swapping debt into equity — it 
ik 


all seemed like the wave of the future. 
In the aftermath of Black Monday, not 
everyone will be so sure. 

Thirdly, Japan is likely to be more in 
the international spotlight than it has 
been to date, and certainly more than it 
cares to be. Pressures on the US budget 
and the trade account could mal 
Washington’s usual arm-twisting ov: 
Tokyo’s economic policies look mild. 
How Japan decides to pick up some of 
the pieces of the crash will be dicey, too. 
Will Japanese investors, for example, 
take conspicuous advantage of low US 
share prices and accelerate foreign in- 
vestment by takeovers? Pressed to ex- 
pand foreign aid, will new battles erupt 
for voting control in international finan- 
cial institutions? 
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Japan faces outward 
dollar and a stronger 
inevitable; here comes increas- 
icial and industrial penetration 
Japan in East Asia. And as the US 





ing on Japan’s doors from its neigh- 
bours. P ; 

The biggest near-term danger of all 
for East Asia, it seems, is the likelihood 


and erode further its role — obligatory, 
I would argue — as stabiliser and leader 








policies in these wan- 


WY seem fixed on deficit-shrinking ef- 


ak forts in the US, no one should mistake + 


“hese negotiations for more than a sym- 
olic first step to deal with the after- 
“shock of the crash. A far broader set of 
|. changes is required, even before budget 
reductions are agreed. 
For as soon as a budget agreement is 
< reached —- no matter what it is — the 
_ markets will be looking -for. another 
pound of flesh; and governments:ought 
to be ready. After all, in virtually every 
‘market plunge since World War II, the 
first drop was not the last. A major re- 
| Cen 





t contracts, look for more knock- | 


that Washington will take too intro- 
verted a view of the problems in the US- 


i 


conomy. Encouraging | 


igan era is one policy | 
of East Asia could 





VAs hile all eyes from Osaka to Peoria | 





- lapse is the no in 


sided trade 







tration and Congress declare victory on | 
the 1988 budget, we should be running 
scared no matter what gains the market 
makes this week or next. 

Moreover, there is precious ‘little 
that the US successfully can do on its 
own.-If the Fed continues to lower in- 
terest rates while Japan and West Ger- 
many do not follow, the dollar -will 
plunge and foreign funds will flow out. 














If the US reduces its deficits without | 
offsetting economic expansion abroad, | 
a global economic contraction is almost 
certain. If the US tries to tighten regula- 
tion of certain security markets outside 
the parallel development of an‘interna- 
tional regulatory framework, casino 
techniques will just move offshore. 

:: The elements..of an international 
programme which Asian governments 
could join in to pressure Washington in- 
clude: 











-| the only sensible objective for th 










» The US, Japan and the EC should 
up a small group composed of senior 
representatives of central banks to 
monitor closely the cumulative effects 
of national monetary policies. Th 
should give themselves at least a fight- 
ing chance to anticipate and react toe 
cess liquidity and credit in the glob 
system, leading to inflation — or tool 
tle liquidity and credit, leading to rece 
sion, Or worse. 

» The Louvre agreement should be r 
vamped immediately. The current s 
up is the worst of all worlds, having t 
pretence of a monetary framework. 
with no credibility. A chorus of voices, 
in the US at least, is now saying the dol- 
lar must fall: Perhaps so, but there is a 
difference. between. benign . neglec 
which could be a recipe fora disastrot 
free fall, and a controlled slide, which 













































world’s most important currency. = 
» A face-saving way must be found t 
get the protectionist. trade bill off t 
congressional agenda. A repair jo 
create a negative reaction among pre 
tectionists.as will a presidential veto 
addition, Washington. should grab 
hand of Tokyo and other Asian ca 
and push hard for a dramatic ace 
tion of the glacially slow Gatt Urug 
Round negotiations which began: las 
year. 

> Pressure on Latin American debtors 








Balance, Control 


Three Good Reasons To Invest With Our Team 


olo and international investments. Both demand exacting skills from 
their exponents. Both require balance, control and strength. Plus years 
of experience. And teamwork. 


P 


At PFC we have a proven team of skilled investment professionals whose 
experience has already won results. 
= Look, for example, at the success of the unique PFC International Portfolio 
Fund, which brings together some of the best funds and managers available. 
‘in Hong Kong. . 
4 To take advantage of PFC’s successful teamwork, complete and return the ` 

coupon below. 


from them may go down as well as up. 
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and Strength — 





















Mr. David Wilkie or Mr. Vincent Chan 
Personal Financial Consultants Lid. 
1301 World Trade Centre, 

Causeway Bay, Hong Kong. 

Tel: $-8908448 i 
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"still an Achilles heel of the financial sys- 


| tem, must be further reduced. There 
_ could be a big role for Japan here. 

| » Finally, a more formal global struc- 
| ture for regulating the world’s 
_ Stockmarkets ought to be put in place, 
| Hongkong, Singapore, Tokyo, Wash- 
ington and others will do their own in- 
_ vestigations of what happened and why. 
| Butif Black Monday showed anything it 

_is that the markets are linked. 
| In the end, Asia’s overwhelming in- 
| terests are served by an open interna- 
| tional system of trade and investment. It 
is that system which is under severe 
pressure now. That is why, from Seoul 
| to Sydney, governments ought to be 
| pushing a broad activist approach to re- 
| pair the damage of the crash of 1987. 
The leadership has to come from Wash- 
ington, but the US could use a good 


| push. fa] 
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) By Paul Handley in Bangkok 
k. fter nine declines in 10 straight trad- 
MA ing days on the Thai bourse, the 
| Thai Government and the board of the 
Securities Exchange of Thailand (SET) 
| have taken some confidence-build- 
| ing measures to halt the tailspin. 
Speculators lost one tool of the trade 
| and gained another when the board 
= moved on 30 October to cut the latitude 
| for price fluctuations from 10% up or 
= down to 5%, and change the margin re- 
quirement from 70% to 50%. 
= When the market hesitated in its 
| reaction on 2 November, the Bank of 
| Thailand (BoT, the central bank) added 
d a fillip by lifting the ceiling on invest- 
| ment by finance and security companies 
to 100% of their capital funds. Buyers 
| returned to the market in force on 3 
_ November (though sellers were not very 
| evident), also ag impressed by 
f; the Ministry of Finance publicly floating 
} a plan for a market-support fund 
|. formed by banks, brokers and the gov- 
ernment. 
P If the market has finally bottomed 
out, though, there is a widespread feel- 
J Thai brokers that some damage-assess- 
| ment needs to be undertaken. While 
| government and some SET officials 
| have laid the blame for the unexpect- 
| edly severe plunge on foreign invest- 
| ors, the foreigners have begun to com- 
| plain of “horrific” settlement problems, 
í og periods for repatriating invest- 
| ment funds, and irresponsibility among 
| the SET member-broker clique. 
| The SET moves seemed to have the 
_ desired effect of encouraging local and 
k te. 4 unters into tagan hunting. 
The index reacted only slightly on 2 
| November, moving up 3.68 points to 
ENT IENE A e : i : 
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ing among foreign brokers and a few- 
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| Blame it on the farang 


| Thai Government and bourse act to halt market decline 


303.51 (compared to a peak of 472.86 on 
16 October). But the following day the 
index shot up 10.89 points with almost 
all counters gaining. 

Confidence was supported by the 
feeling that the cut in share-price fluctu- 
ations should force returnees to hold 
onto their shares for more than a few 
days, supporting a calmer market. The 
suggested formation of a Baht 5 billion 
(U8$196 million) market-support fund 
also encouraged a return to bullishness, 
but it appeared that the plan would only 
be enacted if the market continued its 
slide through early November. 

Officials from government financial 
offices had alleged that the bourse’s at- 
tempt to limit its vulnerability to foreign 
trading was overcome by illegal invest- 
ment of foreign funds under local 
names, and illegal repatriation of those 
funds. The accusations were that local 
brokers had helped foreigners build up 
a portfolio of holdings equal to 25% of 
market capitalisation, which totalled 
a 203.8 billion at the peak on 16 Oc- 
tober. 


ET officials maintained that official- 

ly registered foreign investments, 
which would include nearly all major in- 
stitutional investors, were never much 
more than Baht 10 billion. Certainly, 
there may be some dealers trading ac- 
counts secretly for foreigners, SET as- 
sistant vice-president Suthichai Chit- 
vanich admits. But it is highly unlikely 
that the amount would even increase 
the total foreign share in market 
capitalisation by very much, much less 
500% , he insists. 

Foreigners did have a stronger role 
in turnover in September and October, 
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Suthichai says, but even this was onl 
10.3% and 13.7%, respectively. Still, 
according to local reports, the BoT, was 
preparing to review the role of foreign 
institutions and investment funds in the 
aftermath of the crash. 

To their credit, market officials did 
not blame overseas investors for drag- 

ing down share prices. But neither 

ave they made a strong effort to 
counter the impression, leading major 
Singapore- and Hongkong-based brok- 
ers to react in anger. Pointing the finger 
at foreigners is “nonsense,” said one, if 
the SET is going to market its bourse 
worldwide, as it has. The complaints, he 
said, stem from a misguided belief on 
the part of SET cials that the 
Bangkok exchange could stand alone in 
the global equity-market crash. 

In fact, market statistics show, for- 
eigners have been net sellers to the tune 
of only some Baht 3 billion in shares 
during October. Major foreign brokers 
report net selling, but some smaller 
ones say their clients are still interested 
in Thailand in the long run, and have 
opted to stay in, and that bargain-hunt- 
ers are making inquiries. “People do see 
that Thailand is a bright picture,” said a 
Hongkong broker. BY 

Foreign brokers have some pointed _ 
complaints about what they claim 
should be a two-week process to sell 
shares and repatriate funds, which has 
become as much as a four-month 
ordeal. Exactly where the problem is — 
custodian bank, the BoT, or the brokers 
themselves — is unclear. Certainly, 
some of the blame can be laid in all cor- 
ners due to a general unpreparedness 
to handle the kind of volumes the last 
few months have seen. Both brokers 
and the SET are shorthanded, meaning 
late hours for staffs and delays in handl- 
ing orders. Nevertheless, auxiliary ser- 
vices for all broker and custodian bank 
clients have been ignored in favour of 
handling trading turnover in many 
cases. 
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SUCCESS ISA PLEASURE 





WE LIKE TO SHARE 





Air transport is changing 
by the day. A truth that 
major companies are only 
too aware of. 

Every day, 
millions of 
people 
tons 
of car- 
go and vast amounts 
of information have to 
reach their worldwide 
destinations in the short- 
est possible time. 

By air. 

Be it Europe, the U.S.A., 
the Orient, Africa, Australia 
or South America, there is 










a. growing demand for air- 
craft that combine versat- 
ility with competitiveness, 
speed with comfort, high- 
tech with productivity. 


ATR family was designed 
to fulfill these needs. With 


passenger, cargo and combi 





Avions de Transport Régional 


TIMETSONOUR SIDE. 


versions, holding from 46 
to 74 seats, the ATR 42 
and 72 Turboprop are the, 
best 


dern air transport. 

No wonder then so ma- 
ny companies throughout 
the world have made ATR 
their choice. 

For information, contact: 
ATR Marketing Depart- 
ment, 37 Blvd de Montmo- 
rency, 75016 Paris, France. 
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-On January Ist, 





major new force in communications systems was born. The merger of Alcatel with ITT telecommunications manufacturing cc 


THIS IS THE YEAR THE WORLD GOT SMALLER. 


a a 
ALC L 


ning 110 countries worldwi „whi vides que ability for loc | pa 





2 No matter where you fly with Korean Air, you'll be charmed by Korean 
hospitality and graciousness. One day soon, we'd like to charm you too. For 
more information, call your travel agent or Korean Air. KOREAN 
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TELETRAC I: 
THE TREND SETTER 


Maximize trading efficiency. 


Telerate. Comprehensive, up-to-the- 
second, global financial information 
network. 


TeleTrac If. More powerful. 
Enhanced. Analytical tool for rea 
time/historic cash and futures 
markets. Over 200 data items. 
Identify and interpret current:a 
past market trends. On-line chart 
and technical analysis. Audible ale 
Twenty pre-programed studies. . .¢ 
create your own, l 

















OUR VIEW OF THE 
WORLD 


Over the past decade the rapid growth 
of new markets and new financial 
products has provided institutions and 
individuals alike with a wider choice of 
opportunities than ever before. To evalu- 
ate and compare these opportunities, 
investors must rely on the support 
and comprehensive services offered: by 
an investment house with an inter- 
national network of offices providing 
execution capability. 

James Capel is an active and inde- 
pendent participant in every 
major market. From. Edin 
burgh to Seoul and from 
Paris to Auckland, we have 
branches, offices or affili- 
ated companies in the major 
financial centres on four con- 
tinents. We have been involved 
in these markets for longer than most of 
our competitors and we believe there isno 
substitute for experience when it comes 
to judging different market conditions. 

Our original research reflects the de- 
tailed analysis of the constant interplay of 
economic and investment information. 
But the value of research is limited with- 
out a closely integrated distribution 
network and efficient execution. 

Our distribution capability, like our 
research, is international. Our experience 
in settling business in all securities and 








currencies is of significant benefit to those 
investors moving into unfamiliar markets 
for the’ first time. We trade Philippine 
stocks for Germans, Australian stocks for 
Scandinavians, French stocks for Ameri- 
cans and Japanese stocks for the Japanese. 
We also have the largest share of client 
business in the UK stock market. 

The basis of our strength is to be found 
in the quality of our research. 

We have been consistently voted the top 

international research house in surveys 
conducted by leading financial 
information services _ and 
magazines such as- Extel, 
Euromoney, Institutional 
J Investor and the Sunday 

Times, to name but a few. 
With over 100 analysts in 11 
countries our international: 
coverage is respected throughout the 
world for its level of detail, its insight 
and its objectivity. 

Amidst the changes brought about by 
the deregulation. of financial markets, 
many investors still want and need the 
services of a broker who is primarily an 
agent rather than a market maker. In our 
experience, this allows us to give our clients 
the single-minded attention they need. 

Service is more than just a slogan 
at James Capel, it is ‘the foundation. of 
our business. l 
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THE GLOBAL INVESTMENT HOUSE 





LONDON: James Capel House, 6 Bevis Marks, London, EC3A 7JQ Telephone: 01-621 0011. Telex: 888866, Fax: 01-621 0496 
HONG KONG: 39th Floor, Two Exchange Square, 8 Connaught Place, Hong Kong Tel: 8525 843 9111 Fax: 8525 29 1210 Telex: 75100 
SINGAPORE: 20 Collyer Quay 11-01, Tung Centre, Singapore 0104 Tel: 65 224 8677 Fax: 65 224 1375 Telex: RS24085 






















By Lincoln Kaye in Bombay 

JA: s equities crashed around the world, 
| MA the Bombay Stock Exchange (BSE) 
| remained unruffled. India’s premier 
| bourse, traditionally more responsive to 
‘the regulatory: quirks and convoluted 
| politics of the Subcontinent than to the 
< global financial flux, «has © always 
i| marched to-a different beat: But. that 
| might not save it from a host of. home- 
|- grown troubles as it lurches into the new 
_ Hindu trading year. : 
| =o After a week-long new year holiday, 
| which -neatly coincided with the 
worldwide crash, many of the 500 dalals 
‘vho make up the BSE’s semi-hereditary 
tockbroking caste are threatening to 
voycott the ring yet again... | 
The.previous boycott ended in late 
September when the government set up 
a high-powered committee to consider 
lifting an official ban on forward trading 
in blue-chip stocks: ‘Brokers said: -the 
five-month ban had dried up liquidity.in 

the. market.: : 
iu From 22 October, the beginning of 
the Hindu year 2044, forward trades 
were allowed in 10 stocks chosen froma 
“| list of 60: market leaders. But if a stock’s 





price fluctuates by more than 5% on any © 


‘one day or 10% during a fortnightly set- 
tlement period, forward trading in that 


‘stock can be suspended: Brokers are | 


‘also barred from carrying forward an un- 
|- covered position for more than one set- 
»tlement period. However, the commit- 
tee said it was prepared to consider a 
further easing of curbs if the dalals re- 
| mainedion their best behaviour and re- 
“|, frained from ramping share prices for 
two months. fan 
This caution” reflects- government 
|) nervousness about the kind of specula- 
% | tive hammering that chipped nearly 
| 30% off the BSE’s market capitalisation 
“(in the first half of the last trading year. A 
| string of disappointing corporate: re- 
| -Sults, political upheavals, anti-business 
yegulations, a stingy budget, tax raids 
and setbacks: for the ruling Congress 
Party all helped make the bourse a 
playground for bear operators. 
ido e Fiddling. with margins by exchange 
_ | officials failed to-halt the slide. Even 
<|. massive buying sprees by government- 
owned financial institutions. provided 
only temporary. relief — at least until 
the forward-trading ban. The imposi- 
tion of. same-day settlement. require- 
‘ménts on blue chips effectively clipped 
|. the bears’ claws. Financial institutions 
- | weighed in with a Rs 1 billion (US$65.35 
million) war chest and pushed stock in- 
e back towards their “pre-budget 
e oo ee : 















did little tore- 








| 








| Prize for good behaviour 


, A India tries a softer approach with the stockmarket 


store public confidence, since it was. ac- 


companied by an equally dramatic fall- 







ading volume — a worrying sign for 
vernment that aims to rely on the 








` bourse to raise Rs 150 billion in capital, 
nearly a third of projected private in- | 
“dustrial investment, in the course of the 


‘current five-year plan. DS 

_ As a sop to- capital issuers, the Fi- 
¿nance Ministry in mid-October acceded 
in principle to industry's long-standing 
demand to take into account the market 
price of.a stock when fixing the pre- 
mium on new scrip. Previously, the only 
two parameters considered were net 
asset value and earnings per share. This: 
resulted in unrealistically low premiums 
and a lively grey market where punt- 
ers profited at industrialists’ expense. 
Quality issuers began to shun.the mar- 


ket, abandoning the field to fly-by- 
nighters. Not surprisingly, some invest- 
ors were burned and have remained shy 
of new issues ever since. 


T lure them back, it will take more 
‘Ethan a change in the premium for- 
mula. They will want to be assured that 


the market. is-free enough to build-up © 


the needed liquidity, yet accountable 
enough to protect the public against 
speculative ploys. oe 

So far, self-regulation on Indian 
stock exchanges has left investors inthe 
hands of the brokers. Margin require- 
ments and settlement periods vary be- 
‘tween India’s five major exchanges, en- 
abling brokers to -undo the fine-tuning 
efforts: of bourse officials simply by 
Shunting scrip from one trading floor to 
another. And ima series of defaults over 











suffered only token punishment 
lapse often cited by defenders of the | 
ward-trading ban. 

In. order that self-regulation ‘ca 
work, the clubby atmosphere in th 
| bourses has to change and a broa 
spectrum of interests must be represen 
ed on exchange committees. To th 
end, the government has amendedsecu. 
rities industry rules to allow. corpor 
tions to take up exchange membersh 
which was previously limited to i 
viduals. This will open up-stockmar' 
membership to. government-control 
banks and financial institutions, on the 
one hand, and big business houses, 
the other. ee er re 

Either way, the public stands to lose 
according to the brokers: .B 
oligarchs, acting as stockmarket: 
in their own right, could: unde 
ramping and insider trading ona scal 
brokers could barely dream of. A 
the financial institutions, political pres 
sures from New Delhi have in the pas 
forced them into non-economic invest 
ments: to. cover..up government: blun 

















































ders. Allowing them direct access to th 
trading ring would only enhance the 
_ chilling _ effect 

market dynami 
Neverthele 
corporate player 
could provide the 
market with much: 
needed. professi 
alism and Bquicit 
they reflecte: 
versity: of 
rather than sim 

































‘they have in th 


-market= 
:§ Abid. Hussain 
: _f been -looking in 
REvEwGRAPH yaray Sang SUCH ATCAS AST 

» New trading instruments, inclu 
equity-linked debentures and non-vot 
ing shares that would. broaden sté 
holding without raising the danger 
corporate takeovers. oe 
» The standardisation of regulations 
trading. hours and settlement. periods 

across bourses. “i ; 
» Improvements in the standard of cor 
porate accounts and new. issue prospe 
tuses. ee 
> Tighter electronic linkage of ex 
change floors, and streamlined proce- 
dures for clearing and share transfer. 
`: The committee has met securities in 
dustry representatives.in Bombay, Cal 














the: past year, offending brokers have - 





cutta, Madras and New Delhi. Its pre- 
Jliminary recommendations, due late 
this year, should be incorporated in 
rules of the soon-to-be-established na 
tional supervisory body for the secu 
tiesindustry. - 
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By Frances Williams in Geneva 


pareden Reagan’s call in July for 
the abolition of all subsidies and 


| other barriers to world farm trade by the 


end of the century has produced a re- 
markably rapid response from other 
major players in the General Agree- 
-ment on Tariffs and Trade (Gatt) talks 


now under way in Geneva. 


PF: 


The battlelines are beginning to 
emerge more clearly. In the free-trade 
-camp are the US and the Cairns Group 


| of 14 rich and poor agricultural export- 


ers, whose proposals were recently un- 
veiled by Bob Hawke, Australia’s prime 
minister, in a hard- -hitting speech to 
Gatt members. 

In the opposing camp sits a defensive 
but resolute European Community 
(EC), anxious to reduce the crippling 
cost of agricultural protectionism but 
determined not to abandon the farm 
support policies which underpin the 
common agricultural policy (CAP). 

Officials in Geneva claim to take 
heart from the fact that the EC is at last 

prepared to negotiate on agriculture. 

The fact that they have a proposal at 
all is a positive sign,” says Michael 
- Samuels, US ambassador to Gatt. 

But at this point, the two sides could 
scarcely be further apart. Presenting the 
EC’s proposals formally to a meeting of 
Gatt’s agriculture a gp commit- 
tee on 26 October, Guy Legras, direc- 
tor-general for agriculture, et a 
that while the community was willing to 
negotiate cuts in r A it could not 
accept their complete elimination. “We 
cannot go to the point where agriculture 
is completely stripped of protection or 
support,” he said. “We must keep a sys- 
tem of double pricing — a certain pro- 
tection for the interior market vs the 
global market.” 

The EC is being deliberately vague 
pau the extent and timing of its pro- 

Bis heels reduction” in sub- 
Pees, ce aiming any moves would have 
to be tied to internal discussions on 
CAP reform. And its suggestion that 
some tariffs m ay be increased as part of 
a “rebalancing” of external barriers — 
notably on imports such as oil seeds and 
cereal substitutes which now enter the 
community freely has already 
angered US and Oiio Group officials. 

In the short term, the EC wants ur- 
gent action to tackle record stockpiles of 
grain, dairy products and sugar and to 
curb overproduction. But the ideas put 


TN forward by the community for doing this 


— agreement on minimum prices, mar- 
_ ket shares for the major producers and 
controls on import levels — smack of 
Just the kind of cartelisation of world 


=> —— - 





trade that the Uruguay Round of Gatt 
talks wants to remove. 
“To be credible, the community’s 


licit com- 
awke told 


approach must make an e 
mitment to liberalisation,” 
Gatt pgp in Geneva. 

The Cairns Group propa, while 
not as sweeping as those of the US, 
share its long-term aim of a virtually 
free market in agriculture. But they aim 
to remedy what Hawke identified as the 
two main flaws in the US plan — the 
lack of provision for early scm to deal 
with the farm-trade crisis and its failure 
to any that the greatest responsi- 
bility for reform rested with those 
whose policies were causing the most 
damage to world markets. 


66 E ficient agri agricultural exporters, in- 
cluding. Aastealie, are fed up with 
being caught in a crossfire of competi- 
tive subsidisation by the US and the 
community. We are also fed up p with being 
denied access to legitimate markets, 
said Hawke, referring to Japan’s tight 
import restrictions on farm products. 
The Cairns Group was formed last 
year under Australian chairmanship to 
represent the interests of agricultural 
free traders, among them Indonesia, 
Malaysia, New Zealand, the Philippines 
and Thailand. It accounts for a quarter 


.of all farm exports, against the EC’s 
31% and almost 14% for the US. 
The group’s pr Is, which 


Hawke d as “comprehensive 


fotut re a ee een Pe aa ere eee 
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E ECONOMIC RELATIONS 
| Battlelines are drawn 


aq _ Gatt considers abolishing barriers on farm trade 


and fertésching. ” are in Iie parts. A 
first phase wou d involve an immediate 
truce on the export and production sub- 
sidies front, a standstill on other bar- 
riers to trade, such as import quotas, 
and a commitment to the “responsi- 
ble and non-disruptive” disposal of 
stockpiles. Fhe group wants these mea- 
sures put in place by the end of 1988 at 
the latest when ministers are due to 
meet in Vancouver, Canada, to review 
progress in the trade negotiations. 

The second phase would involve a 
worldwide cut in subsidies and mea- 
sures to opes country markets to farm 

products. Ít would apply from the end of 
1988 until long-term reform plans were 
implemented. These would outlaw all 
subsidies and other support measures 
distorting agricultural trade, with a few 
peg ee a exceptions, such as food 
aid. The plans would also provide for in- 
creased market access, including the 
virtual elimination of tariffs, and prt 
farm trade unambigiously under Ga 
fair-trade disciplines. 

Other aspects of the plan deal with 
harmonising health and sanitary regula- 
tions, and with arrangements for 
monitoring the implementation of long- 
term reforms over a 10-year period from 
1990. Unlike the US scheme, the Cairns 
peer also makes special provision 

or develo om countries. They would 
be allowed a longer timeframe for re- 
form and exemption for certain support 
measures tied to economic and social 
development programmes. 

The US has welcomed the proposal 
of the Cairns Group, which, it said, ap- 
peared to share the same goals of reduc- 
ing subsidies and moving towards global 
free trade. But it expressed concern at 
the group’s strong emphasis on short- 
term measures. Washington has refused 
to agree to a short-term freeze on sub- 
sidies until the EC and Cairns Group 
agree on a specific timetable for reduc- 
ing subsidies over the long term. 

Negotiators acknowledge in private 
that the initial positions will be consid- 
erably modified as the talks proceed. 
Says one ardent free trader: “I would 
expect the process of liberalisation to 
take several decades and several rounds.” 

Others wonder whether in the end 
both the US and the Cairns Group 
might not be prepared to settle for some 
form of market sharing. 

Arthur Dunkel, Gatt’s Swiss direc- 
tor-general, is more hopeful. Speaking 
before the Cairns proposal was un- 
veiled, he told the REVIEW that the US 

lan was “a new vision of what should 
done in agricultural trade.” He 
recalled that former US president Ken- 
nedy’s call for a slashing of tariffs on in- 
dustrial goods in the early 1960s was 
similarly condemned as unrealistic. Yet 
tariffs in the Kennedy Round came 
down by 30%. The three years of 
negotiations to come will be a test of 
whether or not, as the EC claims, “a 
riculture is different.” D 
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ECHNOLOGY 


Beaming down Wall Street — 


: New Japanese microchip helps make satellite TV ahit. 










By Bob Johnstone in Tokyo 






don are broadcast daily directly to TV. |. pick them up for US$2-3 each. 
sets in hundreds of thousands of Japan- | 
ese homes. The stockmarket closing 
prices and the other TV programmes 
that the satellite beams down are picked 
up by small, rooftop dish antennas. The 
-signals are then amplified — in most re- 
ceivers — by high-electron. mobility 
transistors (HEMTs), some of the fast- 
est microchips ever made. 

_ Amplifiers for direct’ broadcasting- 
by-satellite (DBS) receivers are the first 
mass application HEMTs have found. 
“NHK, the Japanese national broadcast- 

















hundreds to just tens of dollars. 
















yë a satellite parked 36,000 km | home. Before compact. discs came. 
above Borneo, the closing prices.} along, even poor quality lasers cost se 
‘om Wall Street and the City of Lon- | eral hundred dollars. Today, you 


The know-how. gained from 
producing microchip lasers has helpe: 
give Japan the lead in the (according to 
the Pentagon) strategically important 
field of opto-electronic: materials “and 
devices. Now, history is repeating itself 
— driven by demand for DBS sets, 
HEMT prices have already fallen from 


As it happens, both HEMTs and 
semiconductor lasers fall into the same 
device category, the “heterostruc- 


es more thai 

“noise.” This is the 
characteristic hissing sound that is heard 
when the stereo is turned on, which is 
caused by the random jostling of elec- 
trons in electrical wiring. 

Lack of noise is why HEMTs are so 
Suitable for amplifying extremely faint 
| signals from space. This is not limited to 
signals from satellites. Fujitsu recently 
nnounced that it had won a contract to 
supply the US National Radio As- 
tronomy Observatory with HEMTs. 

- These HEMTs will be run in liquid 
nitrogen because the lower the tem- 
perature, the faster the electrons. They 
can reach speeds up to 10 times higher 
than in silicon devices and three or four 
times higher than in conventional gal- 
lium-arsenide transistors. 

The high-electron mobility effect 
was first demonstrated by researchers 
Bell Laboratories in 1978. The fi 
working HEMT was made’ in 




































ing corporation, began the 24-hour 
service in July. Since then; much to 
-everyone’s surprise, DBS antenna-re- |. 
ceiver sets have become this year’s big | 
“consumer electronics hit. 

- Japan’s giant electronics firms have 
already sold more than 200,000 sets at 
‘an average price of about US$1,000. To 
meet the demand, firms like Mitsubishi 
Electric and Sony are currently crank- |; 
ing out tens of thousands of HEMT: 
chips every month. 
etween now and 1989, when Japan | 
hopes to launch a new and more power- | _~ 
-ful broadcasting satellite capable of |) 
andling several channels at once, Sony 
rojects that sales of the sets will grow | 
to 1 million a year in the domestic Ja- | — 
-panese market alone. Next year, both | 
West. Germany and France are to) >> 
launch their own broadcasting satel- | 
ites, and other countries have similar | 
plans. 
























































1980 by Fujitsu, which promptly 
registered the name (thus forc- 
ing other manufacturers to call 
their devices different names — 
ModFET, HiFET, TEGFET and 
SDHT — causing considerable 
confusion which persists to this 
day). 

Although they qran recog- 
nised the potential of HEMTs, 
researchers have had a hard job 
making ultra-thin layers of suffi- 
ciently uniform quality and get- 
ting sufficiently abrupt transi- 
tions between them. The two 
methods currently in use are 
molecular-beam epitaxy (MBE) 
and metal-oxide chemical-va- 
pour deposition (MOCVD). 

In MBE, a wafer of gallium 
arsenide is placed at one end ofa 
vacuum. chamber. At the other 
end are heated tubs containir 





Currently, each chip contains just a 
single transistor. But the experience in 














able for the.next stage in their develop- | of different materials, usually 


--ors onto the same chip. 

Such work is already well advanced 
in Japan, under the sponsorship of the 
‘Ministry of International Trade and In- 
dustry (Miti). Miti is backing HEMTs 
because it reckons their speed could be 
crucial in giving future generations of 


fering properties. 



































happens when a voltage is app 





_ performance over US rivals. ` : 

The ability to operate at ultra-high 
speed also gives HEMTs a range of po- | sional electron gas.” 
tential military applications, for exam- | 






_conventional wisdom that technology. 
spins off from the military sector to the 
consumer. In Japan, it is the other way. 


j > tures.” These get their name from the i 
mass producing HEMTs will be invalu- | fact that they are made up of thin layers 

ah ber ; com- 
ment — packing thousands of transist- | pounds such as gallium arsenide and’! 
aluminium gallium arsenide, with dif- 


Each layer is just a few. molecules 
thick, and the transition from one layer 
to the next is extremely abrupt. What 

lied to an 

HEMT is that electrons from one layer 
Japanese supercomputers the edge in | nip across the transition to form an 
ultra-thin ‘but extremely dense. sheet, 
_known in.the jargon as “two-dimen- 





- In this state, they are catapulte 
ple, in radars. This turns on its head the | along the transition, from one end of the 
transistor to the other. This causes an | 
_ electric current to flow, switching the 
device on or off. As they zip along, the 
- Aclassic case of consumer-driven hi- | electrons do not bump into — and, thus: 


the elements to. be deposite: 
controlled shutters on top of 
ap open just long enough to 
allow a beam of molecules to come 
whizzing across the chamber and coat © 
: the. wafer. Layers are piled up epita- 
xially, that is, with the alignment of 
crystals in one layer matching almost 
perfectly that of the next. 


E MOCVD, metals like aluminium 
and gallium are combined with or- 
ganic chemicals to form gases, which are 
passed over heated wafers. «The: ele- 
ments: condense on the wafers’ surface 
to form the desired compounds. 
MOCVD does not require a high 
vacuum to work, so is much cheaper 
than MBE. The snag is that in order to 
deposit arsenide, MOCVD has to use 
arsine, a highly toxic gas, which necessi- 
tates the installation of elaborate and 

















tech is the development of the semicon- | are not slowed down by — the atoms in | expensive safety precautions. 





ductor laser, the impet 


came from compact-disc players for the | happens in conventional transisto 


for which | the material's structure, which is what 


-Sony has championed the use of 
MOCVD. Since 1984, the company has 

































achieve such breakthroughs that Fujitsu 
has been participating in Miti’s “High- 
Speed Computers fi ific and. 
Technical Uses” ini 
known as the Supercomputer: 
The project, which began in January 
1982, is scheduled to run until 1989. 
< Although the: project’ 
is. around US$100 millio: 
ment of high-speed devices i 
three main themes, and HEMTs are not 
e only candidates under considera- 
„3n. Fujitsu, and Oki — the other com- 
pany commissioned to develop HEMTs 
== refuse to divulge how much govern- 
ment money is coming their way, but it 
is probably in the order of several hun- 
ds of thousands of dollars a year (not 














-so much when you consider that a set of > 


MBE equipmentcan 
easily run to several: 
million.dollars).- 
zo Oki’s: task is to 
„develop, a digital- 
to-analogue con- 
verter, that will 
„help speed up the 
time it takes to get 
complex images — 
pictures from meteo- 
rological satellites, “~ — 
for example ++.onto. a high-resolution 
«screen. Fujitsu’s. is to develop. high- 
Speed memory and logic devices for the 
-Supercomputer’s central processor. Ear- 
lier this year, the company announced it 
tad built a “gate-array” multiplier chip 
.; -sonfigured from 4,000 gates, each gate 
-consisting of four HEMTs. . 

In October, Fujitsu announced that 
it had made a four kilobit static random- 
access memory, the data contained in 


which can be accessed in just 0.5 bil- | 


lionths of a second. This. compares 


“favourably with the company’s previous | 


effort two years ago. which could only 
manage 20 billionths of a second. Better 
still, the new chip does its stuff at room 
‘|. temperature, whereas earlier ones had 
‘to be cooled to minus 196°C. But even 
such speeds are still short of the project’s 
ultimate goals. > 
In the US, supercomputer makers 
are trying to achieve better perform- 
ance by improving the overall design 
: and software of their machines, rather 
:tħan the performance of individual de- 
vices: US HEMT makers, like Texas In- 
struments and General Electric, are 







nicrowave band. . 


Much more. interested in HEMTs for. 
eir- superior- performance in the 
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This. band of frequencies (which ex- 
tends from 1 GHz to 30 GHz) is es- 
pecially attractive for point-to-point 
communications, because microwaves. 
are easily concentrated into a beam and 
can be focused and directed like light. 
Silicon transistors are too slow to func- 
tion at frequencies above 3 GHz; con- 
ventional gallium-arsenide transistors 
go as high as 50 GHz, but the higher the. 


| frequency, the smaller and more. deli- 
cate their structure. HEMTs, because’) 
they work on a different principle, do | 
not suffer from this drawback. General | 


Electric is rapora to have developed a 
HEMT which works at 80 GHz. 


A second advantage of the micro- 
"A wave band is thatits shorter —30cm 
to 1 mm — wavelengths enable.compo- 
nents to be miniaturised. For example, 
some of the dish antennas used in DBS 
systems are as little as 45 cm in diameter, 
compared to the 2 m or more need- 
ed to pick up the longer-wave- 
length signals broadcast by existing US 
TV-satellite systems. 

Still smaller antennas would be useful 
for «radars: ‘These could. theoretically 
turn ordinary artillery shells, say, into 
“smart munitions” capable of homing in 
on a target with de- 
vastating accuracy. 
Even more ambiti- 
ous — overambiti- 
ous, some wouldsay 
are plans to 
miniaturise “phase- 
array” radars. 

Such systems 
currently require 
large buildings to 
house them. But the 
Japanese, among others, are currently 
working to try and shrink them so that 
they can be carried by a single aircraft. 

Whether radars can be built that 
small remains to be seen. The initial ap- 
plications for.. integrated HEMTs are 
likely, to-be somewhat more down- 
to-earth. Many Japanese, including 
Masaaki Kobayashi, general manager of 
Fujitsu Laboratories’ Electron Devices 
Division, see communications systems 
as the next step for HEMTs. 

Optical fibres are currently capable 
of operating at frequencies of 1.7 GHz; 
they will soon be pushing 2.4 GHz and 
beyond. HEMT amplifiers are capable 
of operating at these speeds, and (unlike 
silicon, which has.no:optical properties) 
can be connected directly to optical com- 
ponents such as light detectors. 

HEMTs have already demonstrated 
their outstanding performance. The 

uestion is now one of cost —-whether 
they can be made cheaply enough to re- 
place conventional components. With 
the price of:DBS systems beginning to 
tumble towards US$500, it seems now 
only a. matter of time before HEMTs be- 
come, jits 
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Thai plaris for maize e futures market face problems 


By Paul Handley in Bangkok 
thai maize traders have decided 
to attempt to formalise their sys- 

tem of forward trading into a “fu- 

tures” market and wi meet on 12 

jovember to begin weighing their 

options on how the. market should 

e structured. The birth of the new 
_ futures market, however, is expect- 
ed tobe painful. ‘Numerous defaults 
| on informal trading of silo receipts 

‘have acted as an incentive for the 
formation of a new exchange, but 
these. defaults in turn could ulti- 
| mately prevent traders from coming 
to.an.accord, 

The proposed market, according 
e. trader, will probably trade 

wo grades of local maize with three 
delivery dates. Jalthong Patama- 
pongs, a consultant to the maize 
traders, expects physicals to consti- 
tute.as much as 20-30% of trading, 
compared to 2-3% actual delivery 
on the US Chicago Commodity Ex- 
change. “hesitate to call. it a futures 
exchange,” he says, “but it is a step 
in the right direction.” © 
_. Prayoon Talerngsi, director-gen- 
eral of the Commerce Ministry’s In- 
ternal Trade Department, and long 
a supporter of organised futures 
markets in Thailand, gave his offi- 
cial blessing to the maize traders on 
13 October. 

An incentive to forming the mar- 
ket is.the large number of defaults 
-ön forward contracts now traded as 
silo or warehouse receipts for three to 
four month delivery. Traders have ab- 
sorbed them in the past, but this, year 
_ the problem has been exacerbated by a 
severe cut in the size of the local crop. 
< Current Agriculture Ministry predic- 
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tions based on crop surveys put it at 3.74 
million tonnes, 10% less — the smallest 
since 1982-83. (The ministry’s predic- 
tion is the highest’ of several cur- 
rently available,” which run from 
2.3-3.7 million = tonnes: But those 





POLICIES 


Change of emphasis 
_Nepal’s New Industrial Policy favours import substitution 


By Kedar Man Singh in Kathmandu .. 


he Nepalese Government, after 18 

months of negotiations, has finally 
announced a package of measures 
med at encouraging import substitu- 
ion and boosting export-oriented in- 

-dustries. But the package ‘has drawn 

strong. criticism from- local. entre- 

preneurs who have denounced it as. 
“short-si hted andi impracti 











endorsed by parliament in September 
October. They mark a clear break with 








adopted in 1981. This helped to boost 
GNP growth, but concentrated on at- 
tracting “screw-driver” plants assembl- 
‘ing imported parts. Nepal now aims to 
encourage industries whi 

on local raw mate: 
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and received King Birendra’s assent in' 


the previous industrial policy which was : 


re based Se 


feflect vested — interests.) 
y, local ‘prices have shot 
as 25% since July, and 
ecially smaller 
houses and trade lers who rarely 
| get involved in physical deliveries — 
have refused to honour commitments. 
Infi ghting between traders over defaults 
could ultimately keep even the big 
: _ traders from coming together on the 
» scheme, one industry participant 
says. The volume and value of the 
defaults is difficult to estimate, but it 
-is severe enough that major default- 
g ers are unlikely to be invited to par- 
i ticipate in the privately run ex- 

change. 

Another threat is the possibilit 
that the government will try to tax all 
exchange: turnover, which in itself 
would foll the death-knell ‘for the 
plan. Traders hope they-can con- 
vince tax authorities to tax only com- 
missions, or actual physical 
liveries. 

A previous effort by the major 
players in the market to organise 
 silo-receipt trading backed by bank 
guarantees fell apart last year. Trad- 
ers complained that the guarantee 
process was too slow. 

: The proposed exchange alread 
| has a commitment from Bangko 
Bank, banker to much of the Thai 
grain trade, to fornya clearing house 
to replace the bank-guarantee sys- 
tem. The new system would almost 
certainly be based on silo receipts. 
The. difficulty, Jalthong says, will 
be. in selecting delivery points and 
designating approved silos. 

In addition to these problems, 
small volume poses a long-term 
‘threat to the proposed market. Vol- 
ume is difficult to predict — one 

ess by a foreign commodity firm 
dealing in Thai maize is that local 
forward trading amounts to as much ¢ 
double the local volume produce: 
Others say it is not that much, though n 
is more than the total physical volume 
exchanging hands. 








ster of state. for industry and finance. 
The cornerstone. of the new policy is 
an array of concessional import duties, 
tariffs, subsidies and tax exemptions 
which aim to ensure that the products of 
key domestic industries are at least 30% 
-cheaper than their equivalent imports. 
‘The previous industrial policy af- 
‘forded ‘similar protection — up to as 
much as 200% in some ‘cases. But it 
favoured those industries which relied 
on imported foreign components and 
materials. It gave little protection to the 
locally based cotton, wool, and: carpet 
manufacturers which were unable ‘to 
compete effectively with Indian or Tibe- 
tan textile firms. 
Under the new policy, the highly 
‘protected impott-based industries are 




























vere difficulties be ause 














“all you have any interests in China at all 


“companion. And, because 


v< is a particularly helpful 









For little more than the cost of a single night i in a 
_ Beijing hotel, you can have two books vital to 
anyone doing business with China. 












The People’s Republic of 


e ; ie - The Almanac of China’s 
- China Year-Book 1987 . || NOW THESE TWO CLASSICS Foreign Economic Relatio 
_ » The People’s Republic of China Year- CAN BE YOURS ATA © “1 & Trade 1987 





© Book 1987 is not only fascinating reading SAVING OF US$34.80 China’s trade policies with the rest o 


for those with social and cultiral interests in 





































China, but an essential reference for: Buy both of these informative books itor dine taey os tba a 
people with business dealings i in the and you can save US$34.80 off their country represents an unprecedented 
country, original combined price. Which “ potential — an expanding marke 
What is it? Sees means that for less than US$140 “equivalent to one quarter 
This classic volume with over 750 pages you'll get: And yet, data on this rapid 
` singularly offers the most complete guide è Thousands of pages of detailed economy has, until’ recently, 
to every aspect of life within China data examining the changing face. of and unreliable, 
available today. Its contents range from China. Now, rie is one pie that ei 
e people and culture to economics, encapsulates every detail relevant to 
a p politics, education, science 7 is ee el eines and articles businessman conducting deali 
and technology. Plus countless other contributed by authoritarians, China — The Almanac of C 
_ subjects covered in precise detail. pertaining to the exciting market Foreign Economic Relations & Tr: i 
-` Itis the culmination of thousands of hours potential and business opportunities What is it? 
_in-research invested by the New China available in China. The Almanac records drädies at 
| News Ltd., professionals who know the © Hundreds of photographs and | contributed by leading scholars 
-country intimately. The result is a illustrations of interest. authoritarians as well as represent 
~cyclopaedia of unparalleled insight and è Two systematic and valuable from China’s Foreign Economic R 
information. references for those with business and Trade Department. Its conten’ 
~ Who needs it? dealings in China. ~ extensive and detailed,-systematicall 


laid-out for ease of reference..[t includes 















`., then you'll find the People’s vital information to businessmen, su 
-= Republic of China Year-Book as trade policies an 
Cocu 1987-to-be an essential restrictions, and 


offers listings of pot 
joint-venture, partn 







“it is completely indexed, it 


. reference for students, 
_ professors and: people conducting | 
i; business i in or with the oiantry; 





vital to anyone thinkin; 
or already involved 
business relation 
China. It is also a.fascina' 
record of the changing face of 
China’s trade policies. Not onl 
is it one of the few books: 
offers an accurate. view of China’ 
j economy but it is also the m 
” up-to-date documentation of this dat: 







The People’ s Republic-of China 
“Year-Book 1987 combined with - 
< The Almanac of China's Foreign 
Economic Relations. 1987 bring 
‘you all the information about 

-11 China you'll ever need. 

Order your copies today. 
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the government ai 

30% “level of p 

five years. Authorities say such dr, 
steps are necessary because some indus- 
trialists have been misusing the foreign- 







exchange and customs facilities, import- | 
ing raw materials at concessionary rates 





but then diverting them to India. 
Nepal also plans to streamline its in- 
dustrial licensing policy. All manufactur- 
have to be licensed before they can 
obtain state loans and import. permits. 
Under the new regulations, only 
_ firms which use more than Rs 2 ae 
(US$102,564) in foreign perce on 
imports or import more than 40% of 
their components have to be licénsed: 
Small- and medium-sized firms which 
are based on locally sourced materials 
or imports from India which do not re- 
uire, foreign exchange will no longer 
need to be licensed. This simplified sys- 
tem should reduce red tape and speed 





eip stamp ou 


è 


ion whe 


¿cences are- -often banded out in return + 
for cash payments. 


The policy includes a number of 
other. measures aimed at encouraging 
key domestic industries: 

» Between 65% and 80% of total gov- 
ernment lending to industry will be 
aimed at encouraging import substitu- 
tion, exporting and Nepal's cottage in- 
dustries. 

» Foreign entrepreneurs will. be al- 
lowed to repatriate capital earned from 
industrial ventures in a bid to boost 
foreign investment. 

» Mineral-based and cottage industries 
will be given a five- to eight-year tax 
holiday. 

> ingen in less developed. areas of 
the country will be granted a 15-30% tax 
rebate. 





corpor: c: Z 
tax will apply to companies set up under 
he Stock xchange Act 1984 which sell 

















public. 

Cottage industrialists and carpet 
manufacturers have welcomed the 
changes but the Federation of the 
Nepalese Chambers of Commerce and 
Industry and private entrepreneurs said 
the new policy was unnecessarily rigid 
and would hurt those industries. which 
had been paying substantial amounts of 
revenue to the government each year. 
Many firms would be forced out of busi- 
ness within two years. They accused 
the government of flooding the mar- 
ket with. licences for various indus- 
tries without srudyang, the market 
potential. Í ol 




































ce s spiralling economic. indi- 
cators may offer some respite for 
nmsumers and could provide economic 
reformers with the long-term:impetus 








- bly forestall price reforms which would 
_ lead inevitably to higher prices. But lag- 


tories, coupled with a recognition ‘that 
esent policies do not provide the 
necessary macroeconomic controls, 








ined by the party General Secretary, 
Zhao Ziyang, at the 13th National Party 
- Congress this month. 








14%. The smallest increase was: regis-. 
| tered in state-owned stores in towns and 
cities and the biggest in urban con- 
--gumer-goods markets. 

At the same time, money supply 
~ grew at an annual rate of 50%. Partially 





ets, which the government had 
-hoped would show modest rises this 
year, rose 19.3%. According, to a 
survey n 98 key state capital. 
rojects conducte 
nstruction Bank of 

et estimates of Rmb 66.1. bil- 
n (US$17.8 billion) on these pro- 
jects were overshot by 33.2%. Asub- 

















nds was spent on- “unnecessary 
uipment. In addition, non-pro- 
: ductive construction investment, 


[ECONOMIC MONITOR 
A boost for reforms 


hey need. Inflationary fears will proba- 


ging production by state-owned fac- 


should ease the way for the reformers to. | 
mplement the swee ping changes out-° 


In the first half of this year, China’ s | 
price indices rose between 6.1% and 


as a result of this, investment in fixed as- | 











months highlight the fact that the state 
sector, which now accounts for about 
66% of all production, is lagging behind 
the collective and private.sectors in 
terms of productivity and profitability. 
The most productive sectors of the 
economy now lie outside the control of 


“the state. 


-Im August, industrial production 
rose 15.6% compared with the same 
month last year to reach Rmb 84.9 bil- 
lion. Light industrial production rose 
15.4%, while heavy industrial output in- 
creased 15.8% compared with August 


last year. The output of state-owned 


firms, which-increased. by 11.4%, fell 


behind that of the «collective sector: 


where output rose by 22.4%. Private- 


sector and foreign-invested firms, with | 
an output of Rmb 2.1 billion, registered 


an increase of 65.6%. 
While industrial production soared, 


_energy output.made only modest gains. 
‘Coal production was up 4.5% in the first 


half of the year compared with last year, 


THE CLOSING IMPORT- 
EXPORT GAP 





















„an appreciation of the Japanese yen and 


tions and Trade, China has just fulfilled 
| this year’s export target of US$27.5 bil- 
lion. On 20 October, total e: 


_ increase was said to be due to the 35.5% 
“increase in exports of light-industrial 
| goods, textiles and electrical machin- 









while natural-gas and crude-oil output 
increased 3.2% and 4% respectively. 
Overall, electricity production in- 
creased 9.1%. Nevertheless, energy 
shortages and shortages of raw materi- 
als and machinery continued to hinder 
production, .according to most of the 
2,000 factory managers polled in a gov- 
ernment survey. 

On the bright side, China’s foreign- 
trade deficit fell from US$8.98 billion to 
US$2.7 billion inthe first nine months 
of this year. Export volume rose 23.9% 
to US$26.5 billion, while import volume 
was down 3.8% to US$29.2 billion. Ac- 
cording to the State Statistical Bureau, 
the improved trade balance was due to 















tising oil prices. 
According to figures just released by 
the Ministry of Foreign Economic Rela- 













rts'were 


valued at US$27.98 billion. Much of this 


ery. 
© China’s  foreign-exchange re- 
_ serves were also up in the third quar- 
| ter of this year compared with the 
„previous quarter: Gold reserves re- 
mained unchanged, but foreign loans 
outstanding fell. Reserves, up from 
-US$12.578 billion at the end of 
June, stood at. US$13.98 billion, of 
which US$4.32 billion was held by 
the State Treasury and the remain- 
der by the Bank of China. Foreign 
loans outstanding to the state were 
US$7.543 billion at the end of the 
„third quarter, compared with 
- US$8.804 billion at the end of the 
“second quarter. — Ellen Salem 






































Up to 15,000 bonus miles before 
April 30. 
It’s as easy as filling out the coupon 
below. Sign up. for Northwest's 
~ WORLDPERKS before December 
31 and you'll automatically get 
5,000 miles. And if you take two 
trips before April 30 you'll get a 
5,000 mile bonus*on top of the 
mileage for each flight. Then, 
you're well on your way to a free 


WORLDPERKS No. 


NAME HR. G E BOCK 


economy class trip anywhere in 
Asia. All you need is 20,000 miles. 
No one rewards you more than 
WORLDPERKS,"so sign up now. 


You'll be miles ahead. 
HONG KONG DETROIT 
TAIPEI NEW YORK 
MANILA CHICAGO 
SHANGHAI Bh. SEOUL MIA SEATTLE/TACOMA 
GUAM osaka SAN FRANCISCO 
OKINAWA LOS ANGELES 
BANGKOK HONOLULU 


#This offer is valid only at Northwest check-in counters in Asia 


Look tons. ÙS, 





AA NORTHWEST 


Join WORLDPERKS 
and you'll be miles ahea 
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Northwest Airlines 


Please send me a WORLDPERKS enrollment brochur 
and program information. 
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Address 





Phone Number 





Company Name 





Return coupon to: Northwest Airlines Regional Office 
6th Floor, 12-12, Toranomon S-chome 
Minato-ku, Tokyo 105, Japan 





The new Minolta EP410Z Copier with “Quadruple 
Zooming Power”; the power to enlarge to four times 
original size or reduce to one-fourth original size in a 
single, time-saving step. Without intermediate copy- 
to-copy procedures that can sacrifice copy quality. 

Use OZP to enlarge A5-size graphs. charts, 
illustrations or even a gorilla to A3. Use it to reduce 
A4-size phone lists, schedules, memos, notes and 
other important documents to A6. Either way, you 
benefit from the superior copy quality that only 
Minolta single-step zooming can deliver. 

Other innovative EP410Z functions conveniently 
automate several previously tedious tasks. Make two 
copies at the same time, for example, with Page-By- 
Page Copying. Or produce perfect margins automati- 
cally as you copy with Image Shift. Use Frame Erase 
to eliminate unsightly shadows when copying books 
or odd-sized originals. And let AMS and APS select 
zoom ratios and paper sizes for you. 

And if and when your needs demand it, assemble 
an even more powerful system from a wide range of 
options. One option, the Editor, lets you designate 
specific sections of a document for 
copying or erasure. 

Don't let poor quality, 
second-generation 
zooming make a 
monkey out of you. 
Get the power: 
Minolta EP410Z 
Quadruple 
Zooming Power. Ask 
your Minolta dealer. 














QUADRUPLE ZOOMING POWER 


EP4IQZ 


MINOLTA CAMERA CO, LTD. Business Equipment Operations 30, 2-Chome, Azuchi-Machi, Higashi-Ku, Osako 541, Japan 








See Minolta copiers at: 


Bangladesh Brothers international Lid. Notional Scouts Bhaban, Inner Circulor Road, Koksail Dhaka, Singapore Minolta ree (PIE) Lid. 10, Tebon Gardens Crescent, Singapore 2260 
GPO Box 767 Phone: 400042, 404929 Phone: 563-5533 

HongKong = Minolla Hong Kong Ltd. Room 208, 2/F., Eastern Cantre, 1065 King’s Road, Quarry Bay Talwan Santa Office Machines Corp. VFL, 75, Sec. 4, Nanking E. Road. Taipei 

Phone: 5-658183 Phone: 735-5001 

india Methodex Systems Pv Lid. 607-8 Meghdoot 94 Nehru Place New Delhi 110019 Thaltand Technical Supply Ca, Lid. 1808-1812 Kosemraf Road, Ki jongroey, Bangkok 1010 
Phone: 6432475, 6432476 Phone: 249-0199, 249-0294, 249-0092, 249-0359, 249-034. 

Matoysie City Morkefing Sdn. Bhd. Wisma Cestel, No 4, Jalan Kilang (51/206), 46050 Australia Océ-Australio Lid. PO. Box 196, 89 Tulip St, Cheltenham, Mee b. 3192 
A Joys, Selangor Phone: 03- -7921033 G0 lings) Phone: 584-1017 


Pakistan Allied Equipment iid. First Hoor, Nelsen Chambers, | i Chundrigor Road, 6.P.0. Box 680. New Zealand Viko Holdings Ud. 33 Broadway, Newmarket, PO Box 220, Auckland } 
` Karachi-l Phone: 219338, 210146 Phone: 505-449 

Philippines Topros inc. . Topros Bidg. Banawe cor. Atok Sts. Quezon City Metro Manila 
Phone: 732-14- A nmr 3, 71-415, 71-61-83, 711-41-85, 71-41-87, 7-41-89 









Ow attractive will her pension be? | 


Ey 


If Deutschmark investments are part 
of your pension fund strategy, you are 
familiar with the variety of DM instru- 
ments available. 

But, there are subtle differences 
in yields, liquidity, maturity, and depth 
of the market. There are yet other 
considerations which may require 


tailor-made solutions. Our experts 
would like to talk to you about them. 

WestLB is one of the leading Ger- 
man banks issuing DM bonds. After 
all, we have over DM 60 billion in 
circulation worldwide. When the future 
of young people is at stake, make sure 
your plans include WestLB. 





WestLB 


The Westdeutsche Landesbank. 


HongKong BA Tower, 12 Harcourt Road, Hong Kon 
Telephone (5) 8420288, Telex 75 142 

Tokyo 720 Kokusai Building, 3-1-1 Marunouchi 
Chiyoda-ku, Tokyo 100, 

Telephone (3) 2 160581, Telex 23859 


Dusseldorf Herzogstrasse 15, 4000 Dusseldorf 1, 
Telephone (211) 82601, Telex 8582 605 








Wait no more. Because with 
the Acer LP-75, you get a 





German, Italian, Swedish, 
Finnish, Norwegian or 








-laser printer that meets and even Danish on cartridge or 
surpasses the standards set by the diskette 
industry leaders. 
A complete 
Consider the LP-75’s product line 
memory - 1.5 MB standard. At Acer Inter- 


- Which means you print an A4 
page of high resolution 
type, halftones and 

“sophisticated graphics. 
All in one feed. 

Fully emulating 

~~ the HP LaserJet family, 
the Acer LP75 takes 
all of the best selling 
software packages 
available. Among 
them, AutoCAD, 
Ventura and Page- 

Maker, along with 
countless other appli- 
cations from over 500 
software houses. 


The extras - at no extra cost 


Unlike other laser printers 
the Acer LP75 is also standard 
equipped with vector graphics 
= capability for CAD, CAM and 
= CAE applications which lets 

~ you preview complex drawings 
or schematics. 

Font support includes nine 
resident fonts of popular faces 
and an extensive library of 
other fonts in French, Spanish, 













Technical specifications 


+ 1.5MB RAM memory © HP Laserjet Printer Command Language 
compatible ¢ Nine resident fonts standard © Vector graphics 
capability © 300x300 dpi full page graphics © Serial and parallel 


interface © 418mmx408mmx205mm(DxWxH) 
HP Laserjet is a registered trademark of Hewlett Packard Corp. 


AutoCAD is registered trademark of Autodesk Corp. Ventura is registered trademark 
of Xerox Computer Services. PageMaker is registered trademark of Aldus Corp. 





Distributors (Singapore, Malaysia, Brunei, Papua New 
Guinea) Advanced Computer Pte Ltd. Tel: 293-2937, 296-7211. 
Computek Enterprise Pte. Ltd. Tel: 3384607. Datatrend Com- 
puter Pte. Lid. Tel: 7336922. Eprom Electronics Pte. Ltd. Tel: 
3399792. Microdata Computer. Tel: 3369669. Practical Com- 
puter Pte, Ltd. Tel: 2913326. Prodata Computer Systems Pte. 
‘Ud. Tel: 3366152. Selangor P } Electronics Trading Sdn. Bhd. 






national our 
long-term 
commitment 
to research 






With its 
full page of 
high resolu- 
tion graphics, 
the Acer LP75 
makes complex 
merging of text 
and graphics a cinch. 














has 
enabled 7 
us to build 4 
better, more © 
affordable 
machines. ’ 
Desktop publishing hardware 
soon available includes an Acer 
Scanner, 19” high resolution 


IMPRE 











Tel: (03) 7676354. PDX Computers Sdn. Bhd. Tel: (03) 
9300851. Penang intradeco Sdn. Bhd. Tel: (04) 834194. Johore 
Micro House (M) Sdn. Bhd. Tel: (07) 723548. Sabah Zuma 
Engrg Sdn. Bhd. Tel: (088) 221030. Sarawak Automated 
Business Systems. Tel: {082} 426079. Brunel Infotech Sdn. Bhd. 
Tel: (03) 31361. Papua New Guinea Automarine Industries Pte. 
ltd. Tel: 42-2989 


Acer LP-75. And see how it can 





monitor and the Acer Mouse. 

Software user support in- 
cludes Acer Form developed as- 
the ideal solution for pro- 
fessional documents and 
forms. And support drivers 
such as AutoCAD are available 
for professional users. 

From printers to peri- 
pherals, data communication _ 
products to stand alone PCs 
and advanced multiuser 
systems, what we do best is 
provide complete and 
integrated solutions. z 

It’s what we've been doing 
now for many years. And 
something we intend to keep 
on doing. 

Acer. A name synonymous 
with quality, reliability, price 
performance and advanced 
technology. In short, value. 

So check us out. Ask your 
nearest dealer about the 



































help you make a good 
impression in business. 


SION 










AceR 


A New Word For Value 
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REPUBBLICA ITAI 


When you move your international 


business to New Jersey, you won't feel alone. 


We've already attracted more than a 
thousand firms from forty countries. Includ- 
ing Samsung, Siemens, Jaguar, Panasonic, 
and Ciba-Geigy. 

The reasons are compelling. 

Companies that locate in New Jersey 
have easy access to the greatest concen- 
“tration of banking and financial resources in 
“the world. 

Easy access to an integrated transpor- 
“vaniansvstem that can nat their nraducts 








within overnight reach of 40% of the nation’s 


population. 

And easy access to a state government 
dedicated to fostering world trade. 

New Jersey is also an ideal place to 
live. Our international communities reflect 
the rich heritage of many countries. And 
you'll also enjoy the many cultural, enter- 
tainment and recreational facilities for which 
New Jersey is famous. 

To find out more about the advantages 
of locating in this cosmopolitan state, phone 
NOD 648-3518. Or write: Mrs. Mine Hsu. 








Governor's Special Trade Representative and 
Director, New Jersey Division of Interna- 
tional Trade, 744 Broad Street, Suite 1709, 
Newark, NJ 07102. Telex: 178089-NJDIT. 
You'll learn why businesses from the 
four corners of the earth put down roots 
in the Garden State. 
And flourish. 


NEW JERSEY 


International Trade 
A. Division of the Department of Commerce 


Sec Rrrmamir Pieislonment 



































WELL done, British Chancellor 
| Nigel Lawson for not caving in to under- 
“writers and other fair-weather capitalist 
sailors..and. withdrawing the BP issue 
during the market slump. And thank“ 
© the Lord too for Li Ka-shing (and his 
lawyers), hard headed as ever, for not 
pr the rights issues which will net 
iis. Hongkong-based Cheung Kong 
(Holdings), Hutchison, Cavendish and 
» Hongkong Electric stable some HK$5 | 
billion (US$641 million) from the public | 
{ or, to be. more precise now that prices 
have plummeted, the underwriters led by 
Citicorp. oia 
' Li, like various Hongkong notables, 
has been indulging in various public-re- 
*“ions exercises to make it appear he | 
| been engaged in selfless boosting of 
‘the market. He is doing exactly the op- 
posite. By not cancelling the rights 
)cagsue, he is hurting the market but put- 
| ting his group into a mighty strong cash | 
_ position at the expense of . 
| the. underwriters. Sure, 
| there will be an overhang of 
{shares for a long: time to 
» come, and current. share- 
< holders can be feeling none 
| too happy about his share 
| prices which have . done 



























TVB. And the Ng family may have been 
left wondering not just at Sino Land’s 
share price down 80%, but at the merits 


of not having a local stock futures mar- } 
-ketin hometown Singapore. 
<. The- bull market may have come to 
“an end just a few weeks too soon for the 
erstwhile new wunderkind. A look ‘at: 


the table of up-and-coming second-line 
stocks now shows almost a total down- 
and-out situation. Those which went up 
fastest have since behaved according to: 
the rules.:Prices have. fallen by up to 
two-thirds. This does not necessarily 
imply danger of failure. Assets are still 
earning, in many cases solidly. But 
share prices ‘had run far ahead of the 
real property market. 

@ THE collapse of.overbought second 
liners has created a paradox. On the one 
hand, the total value of the market has 
fallen more steeply than the 30-stock 
Hang Seng Index suggests. At the same 


HONGKONG’S SECOND LINERS 
(How they fared} 








“indeed some propagated the equi 
























into their own unit trusts than providing 
balanced portfolios. Scratch a “profes- 
sional financial adviser” and nine times 
out of 10 you find a salesman. i 

Even banks are not blameless, ar 


boom by actively.lending for share. 
chase. They will now pay some pri 
but as almost all banks.are part of 
big groups, no disasters are forecast. 
One of the few independent smal 
banks is Far East Bank. Presumably, 
this is:now run in a less cavalier manne 
than when controlled by Deacon Chi 
But the Richter Scale in the office of th 
Banking Commissioner may have regi 
tered the movements in the share price 
of its parent since last year, IBI Asia, 
vehicle of a Luxembourg-based grou] 
of European and Arab investors. __ 
Soon after an August placement and 
allotment of shares at 20 HK cents i 
began to trade-in: a most spectacular 
fashion, rising to 80 HK 
cents in massive tradin 
boom -which was of ever 
greater benefit to holders of 
warrants expiring’ in D 
cember. Shroff does not 











¿worse than most. But Li’s 
i| scepticism, which caused 


doubt: the Ponnan of 
this activity. Nor the bank- 
erly: prudence of. IB) 
principals. He merely not 









tim to miss much of the re- 









that with the ‘share price 








t cent bull market, has as- 
| sured him pole position for 


back down to 30 HK cen 
the prospective p/e ratio 









Hongkong’s next up-cycle, 


still nearer triple than dou 
ble figures. A candidate for 








< assuming there is one, or for 
| another slice of Canada. 





Gartmore’s Oriental Ven- 





| .@ Li just squeaked through 
before. the bell. © Jardine 





tures Trust, parapi ; 
è ALAS, the Oriental re- 








Matheson was only half 








tirement venture of forme 

















‘icky. It won one — squeez- 








Hongkong monetary affairs 





ag out of its top-of-the- 
| market buy into Wall Street 
‘| “broker Bear Stearns, But through greed 
| it just failed to sell its Hongkong Land 
Jostake at a similarly inflated price of 
| roughly double the current HK$7.50. 
: Hongkong Land, meanwhile, will be 
thankful it sold some second-rate prop- 
erties at a first-rate price before the fall. 
Much of that went to Joseph Lau, 
wiping the smile off that cover picture 
the REVIEW ran just three weeks ago — 
yes, even we can get our timing wrong! 
A. little gap is showing between. his 
, Evergo appetite for acquisition and the 
money-raising exercise of his China Es- 
tates. There are signs that Lau is sud- 
denly none too keen on his placement in 
comic-book king Jademan. Some sea- 
soned high-risk campaigners from over- 
\--seas may be looking a little sick. Alan 
- Bond’s local outfit, Bond Corp. Inter- 
national, fell 70% under. the weight of 
ighly géared property and the dead 
i f a top-price minority stake in 




















time, the blue-chip constituents of the 
index have fallen further than they 
might have done because liquidity- in 
other stocks has been so poor. Those 
forced to sell, such as unit trusts and ex- 
posed margin players, have naturally 
tended to dump the easy-to-sell stocks. 
One consequence of this is believed 
to have been a sharp deterioration in the 


quality of many unit-trust portfolios. 


They will doubtless be praying that re- 
demptions do not force them to test'the 
marketability of some stocks too soon. 
The extent of the carnage among units 
trusts has yet to be fully revealed. 

One source of selling pressure could 
come from Hongkong pension funds. 
Many trustees are belatedly waking up 
to the excessive equity exposure to 
which they have been committed by 
financial advisers who have been far 
more interested in. the commissions 
earned by stuffing the pension money 





RevewiaRewray come unstuck. He has (but 
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secretary Douglas Blye, has 


only subsequent to the market disaster) - 
been barred by the governor from be~: 
coming chairman of Hongkong’s best 
known girlie bar and most interesting 
prospective’ issue, stock-exchange 
chairman Ronald Li’s very own Club 
Volvo. Blye had.shown just the same 
sense of propriety to be expected of the 
previous guardian of Hongkong’s Ex. 
change Fund (the repository of Hon 
kong fiscal and foreign-currency.re 
serves), now being put to inestimable 
use on behalf of the futures and stock 
exchanges. ws 
Meanwhile, former colleague Denis 
Bray, who moved from his post as home” 
secretary to become PR consultant to 
the stock exchange, has. been keeping - 
a low profile. This may not matter as the 
exchange: has almost:as many PR per. 
‘sons as Club Volvo has hostesses. They 
may not be the same people but they 
in the same business: ego massage... 










































By Nick Seaward in Kuala Lumpur. 
T revocation of the publish- 
Bing licence of The Star news- 
_ paper on 28 October has come at -| 
“a critical time for the Malaysian 
. daily. Industry: sources say that 
‘though the tabloid had been = 
_ poised to overtake the New Straits 
Times (NST) as the country’s 
_ best-selling English-language 
daily, it had always operated on 
_wafer-thin margins. As a result, 
~ the two-week stoppage is believed : 
to have wiped out the profit that - 
The Star had earned this year. 
< This is a blow for the main 
. Chinese-based political party in 
the ruling National Front coali- 



































| through Huaren Holdings since 
1977 and nursed it into profita- 
bility. Ironically, the newspaper was ex- 
pected to have announced the recovery 
of accumulated losses in its 1986 results, 
due for release in a few weeks. 

Inan apparent-reaction to The Star's 
closure, the share price of publicly listed 
New Straits Times Press, which is con- 
tolled by the MCA’s dominant partner, 
the United. Malays National Organisa- 
tion (Umno), has rebounded from a low 
of M$3.90 ÙS$1 .55) after the market 
_ crash to M$4.46, a stronger recovery 
- than most.other blue chips. 

|. So far, however, the NST does not 
seem to have picked up much additional 
advertising as a result of its rival’s clos- 
ure. Advertising agents said that while 
efforts continued behind the scenes to 
get The Star back on the streets (page 


MALAYSIA’S PRESS BATTLE 








(Average net sales} 


: Malaysia — especially in Penang — and 





Star's better reach in the north of 


its rapidly growing following among 
white-collar readers in general. 
According to the Survey Research 
Malaysia, The: Stars readership 
among the white-collar market in- | 
© ` creased from 255,000 to 281,000 | 
in the 12 months ending June 
1987 — a jump of over 10%. 
|. Over the same period, the NST’s 
white-collar readership fell by 
11.5% to 299,000. These figures 
are crucial because advertisers 
choose English-language news- 
papers in Malaysia when aiming 
or high-income readers. 
Although no accurate figures 
are available for comparison, 
The Star is believed to have 
-drawn level with the NST in total 
advertising revenue this year. | 
Due to the recession, advert’ 
ing expenditure last year drc 
ped 14% to M$177.7 million, but 
-industry sources suggest The Star 








“tion, the Malaysian Chinese As- eae m oei er 
- sociation (MCA), which has had a June's5 June'8 June’87 
-a majority stake in The Star | ii iar fors ek Sia ace Seats 


21) they would hold off from transfer- 
ring print campaigns to the NST. 
Loyalty to the The Star as a medien 
for English-language advertising is 
measure of ‘the newspaper’s srowing 
reputation for delivering more readers 
in the high-income bracket at less cost. 
As a result of its increased circula- 
tion, one agent said: “The. Star has be- 
come a much more economical buy over 
the last 12. months.” He said that just be- 
fore its closure his agency had been 
spending about 50% of its English-lan- 
guage press billings on The Star, com- 
pared with 30% in,May this year. 
Market sources suggest that the NST 
had been forced recently to offer deep 
discounts of some 25% on its scheduled 
advertising rates. But agencies said this 





REVEWGRAPHRYBemylee = Bureau of Circulations (ABC) 


when the latest ABC. results are released 
. later this month, they will show that The 







managed to increase its revenue 
by a double-digit percentage. 
Figures issued by the Audit 


show that in terms of average daily 
sales, The.Star had been closing in stead- 
ily on the NST: It is understood that 


Star circulation rose 4% to 151,000 a 
day in the six months to July 1987, while 
the NST’s dropped 9% to 169,000 a day. 
There is no dispute over the reasons 
for The Star's growing popularity. 
Agents and market researchers agree 
that it won admiration among the elite 
of all races in Malaysia for its aggressive 
editorial line. By contrast, the owner- 
ship of the NST by Umno is judged to 
have been a dead hand on the NST’s 
editors,forcing them to cover important 
stories through euphemisms or reporte 
speech. | 



























% pse Turnover 


Singapore H 30 Sept. i im S$1.94b 
‘Airlines (US$147. 3m) (US$939. ae 


COMPANY RESULTS 













in. a. J. traffic. 


ser am 62b fa. 
| USSO? am ee (nia) 


Profit growth was largely due to increased capacity and : 


Pre-tax profit was Rs 340m vs Rs 305.6m previously. 
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nit 


Sales of holdings i in NZ Forest Products and Abels | amet A 
boosted bottom line profit by NZ$223m. $ 





Pre-tax profit dipped to Rs 5m from Rs 86. 1m previously. 















¥3.241. 





: Profits include extraordinary gains of HK$3.1m. Company | 


its fiscal year end to31 Mar. from 31 Dec. 





Company has changed its fiscal year to end-on 31 Mar. | 
instead of 20 Nov. Ful year sales eypected to total about |- 











































ping continues 


acontinued to be bearish in the period to 2 Nov. though losses were smaller than 


w Zealand suffered heavily. Japan was an exception. 


in the yen’s va 
dominated t 


ost lling by about 26%. within two 

weeks. Trading derate and few 

ks escaped t ine, whi $ 

dy influenced rends, 

though it continu ren on 3: Nov. 

| after a-rally in'New York and London 
B 


: trading interest 
Eoi ed- -with average turnover at 

=o 1$7.38b (US$246m) a day, only 
-o ghtly better than the previous 
| period. Hwa Nan Bank fell NT$30 to 
< NT$195. 


< SINGAPORE: Bargain-hunting by lo- 
cal investors helped buoy blue-chip 
prices early in the period. Jitters over 
. the political situation in Malaysia were 
ercome before thë weekend and 

© prices closed higher. DBS Land made a 
| disappointing debut, finishing 5 $ cents 
: (2-4 US cents) down on its offer price 


© of S$1.35.. Volume averaged 63.6m | 


| shares a day, worth $$133m. 


KUALA LUMPUR: Political tension 
= combined with global bearishness to 
-force Fraser's Index below the 2,900 
mark for the first time since December 
last«-year. -Prices rebounded when 
lice action allayed fears of race riots. 
ut most shares had registered losses 
er the period. Malayan Banking fell 
73 (US$2.3). Voume averaged 

ares a day, worth M$51.2m. 




















AUSTRALIA: The market staged a 
nervous recovery led by strong indus- 
trials towards the end of the period, 
following a savage 34% loss since 20 


Oct. Among the casualties of the crash. 


Elders. IXL -cancelled its  A$4b 
(US$2.7b) corporate restructuring, 


while. Warwick Fairfax will not proceed: 


with the David Syme Media float. A 


_ total of 909m shares were traded, 


MANILA: A late rally pared losses.as° 


volume dwindled under selective buy- 
ing. Oils suffered the biggést losses fol- 


lowing negative results announced by a” 
10-company consortium. drilling off 
northwest Palawan. Among market. 
leaders, San Miguel~B fell 13.1% to- 


P113 (US$5.4). Turnover averaged 


P124.13m a day, down 42.7%, on 


1.41b shares. 


BANGKOK: The market remained 
bearish as most stocks traded. lower. 
Although prices rallied slightly at mid 


session, the Book Club Index still. 


closed sharply down. The only gainer 


was Bangkok Post which closed at Baht. 
204 (USS8 


), up Baht 5. The hardest hit 
was National Finance & Securities, 
down Baht 116 to Baht 229. Volume 
was 30.77m shares, worth Baht 3;1b. 


BOMBAY: After a sluggish start to the 


| new Hindu accounting year, financial | 
institutions stepped in to prop ‘up share. . 


prices. With leading blue chips firming 


up, -bear operators scrambled for 
cover. But whether this uptick can be | 


sustained will depend on how far the 
government will go in liberalising for- 
ward trading. Bajaj. Auto closed un- 


changed at Rs 5,550 (US$421.5). 


SEOUL: Stocks staggered a bit in- 
Seoul, as traders looked uneasily: at | 


other markets. Volume fell 20% to 


. 4.2m shares a day, worth Won 66.6b. 
(US$70.3m). Insurance shares man- | 
aged a 1.2% gain and non-ferrous: | 


metals rose 1.1%. Construction and 
harmaceutical stocks: fell 4.2%. and 
% respectively. Chung Buk Bank 
gained 21% during the period. 


NEW YORK: Blue chips recovered 
rapidly from the 19 Oct. crash, with the 
Dow Jones industrial average. rising 


through the 2,000-point level: The 


index has been rising for five consecu- 
tive days though on low turnover. V 
ume: over the period fell to 1 
shares. The Morgan Stanley Capit 
nem tional Indexeased0.2ofa point 


those 























INTEREST RATES (0) 
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13.375 
9.25 
6.50 

| 18.50 

| 450 





3.60 
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|. 9.00 we AG 
EUROCURRENCY AND ASIAN CURRENCY UNIT DEPOSIT RATESt 
1month | dmonths | 6months 12 months 
7.00 7,625: 7.625 8.00 | 
9.25 RE 925 o 9.1875 9.25 


ENS l T ase 4,1875 4a 4:375 4.50 
Hongkong HK$7.779, Singapore 8$2.048, ietni i 2.625 3.6875 3.6875 3.5625 
tMiddierate "Seling rate ; 3,625 4.00 4,125 4.3125 


| Source: Teterate tor spot and forward rates from Asian money markets, Republic Na- | 12.00 42.375 13.00 13.25 ‘ 
tional: Bank of New York for banknote selling rates on the Hongkong market 5 3 
and Deak international Ltd for official rates. **short term. “tofferedrate ` Source: Teterate, Vickers da Costa & Co. | 
. o 























BOND YIELDS (%) 


Average ol representative high-grade issues 
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AIRPORT INTERNATIONAL MOTOR INN 


‘SERVING THE NATIONAL CAPITAL - CANBERRA, AUSTRALIA’ 


The Arpon International is within minutes of Canberra Airport, 
Canberra City and major tourist attractions, including the 
o. New Parliament House. = 


POTENTIAL 

DA approved extensions. 

* 87 standard rooms 

x 21 one bedroom apartments 

* 18 two bedroom apartments 

* Full resort facilities, ie. gym, 
pool and squash courts. 

* Further function facilities. 

* Extensions are designed to be 
integrated with existing facilities. 

“Special Note: An application has been lodged with the NSW 

Government fora casino licence. < 
To be auctioned, unless sold beforehand, on 19 November 1987 at 
10.30 a.m. at the Centrepoint Convention Centre, 
-100 Market St., Sydney. 


= Jones Lang Wootton 
aan isp 6162 (062)4 7 3344 


: Canberra City 






FEATURES 

x 65 luxury units including suites 
and a 2 bedroom apartment. 

* 3 function rooms of various sizes 

* Licensed restaurant and bar with 

seating for 150+ 

* Heated indoor pool spa, gym, 
sauna, games room & tennis 

_ courts 


CONFUSED 
BY LONDON/UK PROPERTY ? 


We are an independent consultancy established to provide a service for locat- 
ing UK properties for those based in Hong Kong or further afield. Our service 
is tailored to:-both your individual property needs, and to your own schedule. 


`p ; Please call: 







RICHARD HAUT 
London 1-727 4360 (anytime) 


“Hampton. & Sons the leading UK Estate Agents can assist you to buy, sell, let, 
manage and arrange finance for your UK house or flat. 


38 or telex 61851 FPDHK HX 
Bampton & Sons 


= Eingi Stee eet. London SWEA IER tha 28343 


AMERICAN: ‘ 

|- RECREATION RANCHES | 
£ ‘Reduced land prices and favorable ex- 
change rates provide excellent invest 
ment opportunities in western US re- 


| Ifyou have something 


Name — 





REVIEW INDEX 


The Review Publishing Company Limited is now publishing a 
quarterly index which details by country and. date everything: 
that has appeared in the Review. The index is available on a 
quarterly basis. Subscribe now and each quarterly index will be 
sent to you automatically as soon. as it becomes available. A 
vital research tool; the Review index will save hours of needless 
searching for information. ORDER YOURS TODAY! Only 
HK$290 (US$37.50) for 4 quarterly issues. Just complete the 
coupon below and send with your payment. 


The Circulation Department 
Review Publishing Company Limited, 
- GPO Box 160, Hongkong. ; 


Please send my order for the Review. Publishing Company 
‘Limited QUARTERLY INDEX. / enclose HK$290/US$37.50 
(or is Span valenti in local currency) in payment.. 












ETOR TO THE UK| 
SEMINAR IN DUBAI 


A practical seminar for business- 
men seeking immigration to the UK 
is being held at the Hilton interna- 
| tional, Dubai on January 12th 1988. 
This informative seminar will in- 
clude investment and tax. guidance 
as well as Immigration procedures.. 












































-DAVID GARRICK & CO 
4.de Walden Court 
85 New Cavendish St 
London WTM 7BA 

“: Tels London 486 8142 





PUBLICATIONS 





INDONESIAN BUSINESS | 
DIGEST 


Must Reading for the Executive with in- 
donesia responsibilities. Latest Financial f 
Data, Corporate Performance, Who's Hot’ 
and Who's Not, and much more. 


O One-Year Subscription US$205 (12 
issues) (Money-back guarantee if not 
satisfied) 

D Special Three-Month trial ` 
Subscription US$47 50 (3 issues) 


Make checks payabieto: Java Press Ltd. | 
Send to: 

Universal Communications 

50 Jalan Suitan 

15-03 Jalan Suitan Centre 

Singapore 0719 

P:O. Box 531 

Orchard Road PO, Singapore $123 
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tosay...sayit 
_ inthe Classifieds! 





creation ‘ranches. Custom service in 
| locating outstanding fishing, hunting 


are repel proponas Tor yous epee Address = 
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EDUCATION. 





ae Company ¿Trust? Foundation 
formation and Management 


implementation 

All international Vansadtións- a 

Contract negotiations © : 
~~ Developing contracts with: 

authorities, banks, inves! 


ABS Bahnhofstrasse 00 
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Oro How you 
: can turn 


4 exchange ra 


movements ` 
4 into profits 


hom foreign eacharigh exptsuré 
Gerenncy "Gentaenta is. the oni weekly currency 
essive | 


Thar currency” movemens 
3S... aminat GUAE round ep. 
recosamendanone abd alt wider in 2. 
and easy to understand 
aoe sample Copy att: subscrip 
EE tepar on ous recent lorecasing i 


Witte to Room $15. StanebartIBC Limited, Baik 
Housel ied Moor), SE Botborn Viaduct London, PCIA i 
ZEX, ENGLAND 
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BUSINESS SERVICES 





address & officeuse, complete 
ai for businessmen. Centrally 
lected Aeeaience in Import, Export, 
arketing & Trade. European 
GLOBAL BUSINESS A: 
MH. dal Pilar Street, JEPCO 
Room 205 to 207, Malate, 


Telex 40590 JAMALCO 
Fax: 522-36-63 


ee cae 
I be ee I 
OFFSHORE 


ORPORATIONS LAMITED E 


I 

f Esco 

I Ready made companies 

1 available from all major 

tax jurisdictions, swift, 

| efficient ‘service, 

l competitive rates. 

| Phone Hongkong 

5212515, ’ 

Í 1x 65779 HKBC HX 

Fax 852-5. 8100235 





NOTICE 





imterests in the indonesian Con- 
sumer Market. For detailed infor- 
‘mation on report contents and 


price, send a copy of this ad and | 


}-your business card to: 
Indonesia Residents: 
SURVEY RESEARCH INDONESIA 
P.O. Box 3020, Jakarta 10002 
Indonesia 
_ All other countries: 


ASIA PACIFIC INFORMATION CORP.. 


This space is reserved for 
Classified — 
Advertisements 


; Reservations should be addressed to: 
ao nternational Classified Manager 
Far Eten Pronomi 


COPYRIGHT 
REPRINTS 


The combined efforts of the Far 
Eastern Economic Review's large 
‘and highly skilled editorial team 
have made it the premier source of 
information for those who do busi- 
ness, or have an: ‘interest, in or with 
Asia. 


AS a testimony ee publicain s 

editorial quality, many Review ar~ 

| tiches have, over the years, been re~ 

printed in newspapers, magazines, 
educational textbooks, newslet-” 

-ters ete throughout the wor at: Beane 


Should you as an editor,p 

or on behalf of an organisation, 
educational -establishment ‘ete’ 
wish to enquire about our reprint 
and copyright charges; please ad- 
dress your correspondence to: 
Valerie McGavin 
Research/Promotions Manager 
Reprint Division 

Far Eastern Economic Review 
GPO Box 166, Hong Kong ` 

Tek 5-293123 Fax: 5-8656197 
Telex: 82804 REVMD 


We welcome enquiri from u 


Graduate 
School of l 

` Business 
Administration. 


IBEAR MBA Programi 
Graduate School of Business Administration 
University of Southern California 
Los Angeles, California 90089-1421 
Phone: 213 743-2272 
Telex: 4720490 USC LSA 
Facsimile: 213 747-4176 


Bd. Forét/Ch. des Rarilers 1 
© 1012 LAUSANNE- 


è Girls 12to 20 years. Beautifully si 
for. study and residence; tennis coun, 
pool. : 


ficial certificates and diplomas. - 

s Full American High School P 2. 
(SAT, PSAT, ACH), TOEFL. Advanced Placement. ; 
lege guidance. Excellent university acceptances. 

© Secretarial and commercial courses in French or Eng 
lish. Word processing and computer science. : 

© Diversified activities: art, music, ballet, cookery, sports 
Educational trips. Winter vacations in Crans, Swiss Alps 
Summer course: July 3,-30 ., 1988. 


Do you want to reach 200,000 middle z and 
-top level executives? ees 


For only US$328 you can 
; next week but By i 
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pe is so hectic in Hongkong that 
even the dead do not rest in peace. 
Simply put, the problem is space. It is as 
H to Looms by for the dead as for the 
iving. roblem of grave space is an’ 
old Dne jora the Chinas: despite the 
Confucian belief that permanent burial 
shows respect for the body, as well as 
folk beliefs in burial feng shui (some- 
times described as unwritten spiritual 
laws), the shortage of land has always 
prevented all but the most wealthy from 
acquiring ideally located, permanent 
gravesites. 

Instead, grave exhumation is prac- 
tised. Graves are exhumed every six 
years, and remains are either cremated 
or reburied in a smaller plot. This prac- 
tice, which takes place these days by 

overnment decree, allows corpses to 
buried, but not to take up the usual 
amount of land. 

As the problem of overcrowding in- 
creases in modern Hongkong, even 
exhumation has given way to cremation 
as a practical necessity. Most of Hong- 
kong’s dead are cremated, though this 
custom has little tradition behind it. 
Perhaps this is the reason the pace of 


cremation here can almost be described 


as frantic. 

The territory’s crematoriums are 
among the most efficient in the world. 
Twenty-one of them operate eight 
hours a day, seven days a week, and the 
government is calling for contractors to 
build two more. They are heavily used 
not only because the population densit 
is high, but also because Chinese cof- 
fins pose a problem in themselves. 
Hardwood Chinese coffins take about 
90 min to burn, longer than the aver- 
age body. 

Hongkong’s cremation rate lags be- 
hind Japan’s, but crematoriums here 
work harder. “In Japan the cre- 
matoriums wait for the users, while in 
Hongkong, the users wait for the cre- 
matoriums,” as one observer put it. Not 
only are there more facilities in Japan, 
but the practice of cremation itself has a 
history and tradition associated with it. 

Hongkong has not yet been forced to 
abandon custom to the point of recycl- 
ing coffins as China does, but it must 
work at capacity both to cremate and to 
store the ashes. Five government col- 
umbariums filled up with ashes last year, 
and the two which opened at the begin- 
ning of 1987 will fill up in about five 
years. 

“The cremation department can 
hardly advertise like a cigarette com- 
pany,” as one Hongkong Government 
official put it. Instead, the Hongkong 
Government encourages cremation di- 
rectly through subsidies and indirectly 
through restrictions on burials. Perma- 
nent burial is no longer available in gov- 
ernment-run facilities. 

Most burials take place in public or 
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private cemeteries, where the pricing 
system works to discourage permanent 
burials. Restrictions on burials apply 
primarily to burials outside cemeteries. 
Burials must take place in public or pri- 
vate cemeteries with the exception of 
those of indigenous villagers, who may 
bury their dead in approved sites near 
their own villages. It is mainly among 
villagers, where belief in feng shui is 
the strongest, that problems have arisen. 

Illegal or “hillside” burials, which 
were never a major problem, were 
largely brought under control six years 
ago. The government estimated in 1981 
that there were about 2-3,000 of these 
burials a year and they posed the 
potential problem of water pollution. A 
new government policy required indi- 
genous villagers to certify their ancestry 
upon purchasing a coffin, punished 
undertakers who performed unau- 
thorised burials, approved more tradi- 
tional burial grounds and exhumed the 
offending gravesites. These measures 
have brought hillside burials down to 
about 50 a year. 


yo aside, most of those who 
are not cremated are buried in 
exhumable public cemetery plots. Even 
the venerable Hongkong Cemetery, 
where some expatriates were buried up to 
12 ft under sr protection from grave 
robbers and rebellions — came under 
the exhumation requirement in 1976, 
along with other religious cemeteries. 
ose who desire a non-exhumable 
burial and wish to stay within the law 
have three choices. Few will be able to 
afford a spot in Hongkong’s most ex- 
pensive private cemetery, the non-re- 






ligious Chinese Permanent Cemetery, 
at HK$150,000 (US$19,230) a plot. 
Small, private religious cemeteries exist 
for Christians, Buddhists, Parsis and 
Muslims. The last option is the Shen- 
zhen Overseas Chinese Mausoleum just 
over the border, where plots run to a 
modest HK$15,000, only slightly more 
than an exhumable public plot in Hong- 
kong. 

(Cemetery space is tight but it is 
not the problem it once was in Hong- 
kong. There were occasions when 
the Tung Wah Funeral Home had to 
store up to 2,000 bodies waiting to +< 
buried. Demand for waiting space 
subsided as more cemeteries have been 
built.) 

Traditional beliefs in the importance 
of grave location are stubbornly endur- 
ing. Since it is illegal in any cemetery to 
assign space on any basis other than that 
of order of arrival, the chance of obtain- 
ing a good feng shui site, much less a 
permanent one, is almost nil. 

According to the rules of burial feng 
shui, the ideal location for a grave is at 
the base of a mountain ridge (the point 
at which the dragon spirit of that moun- 
tain stops its run). A gravestone located 
at this spot should face across water and 
a flatland towards other mountains in 
the distance. The type of blessing that 
the future generation can expect will de- 
pend on the stone’s orientation. 

John Lee, a former Hongkong civil 
servant with the Department of 
Cemeteries and Crematoria, enlisted 
the feng shui argument to bolster his 
case in bargaining for cemetery and c1 ` 
umbarium sites with village leaders, n 
as a guide in choosing the sites them- 
selves. He had to use the villagers’ own 
ground rules to convince them that the 
sites would not bring them any harm. 

The placement of individual graves is 
not that important to the general public 
anymore, he says. Still, the government 


| does allow public cemetery patrons to 
‘| makes decisions about the orientation 


of the headstone. (The government 
does not allow patrons to make deci- 
sions about anything beneath the 


‘| ground.) And a new custom has 


emerged in the numbering of public 
cemetery gravesites, Lee says. People 
prefer the even numbers along the front 
rows to odd numbers in the back rows, 
and there are those who will wait at the 


s cemetery office for the right number. 


“They wait for an undiscerning appli- 


© | cant to apply for an odd number. If they 





can’t get a good feng shui site, at least 
they can get some comfort in good num- 
bers.” — Jenny Walden 





“The AST Premium/286 


Rates 


As What May 


BeThe 


Best Designed And Built 
AT Compatible On 
The Mar 


Recently, PC Magazine awarded 
the AST Premium/286™ with 
their Editor’s Choice Award 
for its “winning price/per- 
formance combination? 
We weren't surprised, 
When we designed the 
< Premium/286, we built in uncom- 
` promising compatibility, speed and 
power. But, that’s not all. We also 
builtin a commitment to quality. The 
eo": quality that has been the 
ademark of our complete line of 
exceptional enhancement and 
communications products. 

And, even though we weren't 
surprised at PC Magazine’s award. we 
do consider it an honor. After all, the 
AST Premium/286 had only been in 
volume shipment for 10 months. 

So, when it comes time for you 
to make a decision about buying a 
personal computer, you might want 
to remember what PC Magazine had 
to say about the Premium/286. 

“The Premium/286 is without a 







—PC Magazine, April 28, 1987 












doubt the best-looking and best- 
performing system with a 10-MHz 
rating. Its quality makes its price a 
bargain.” 

“The most elegant variation on 
the basic AT chassis...the machine 
should complement any office, 
including the CEO's.“ 

“Workmanship is clearly top- 
notch.” 

“The AST Premium/286 uses a 
unique memory configuration to gain 
top honors in RAM access time.” 

“Overall, the AST Premium/286 
rates as what may be the best- 
designed and built AT compatible on 
the market today. Others may come 
only faster, not better.” 


AST Research (FE) Ltd. (Marketing & Support Division) 


Room 2903, Citicorp Centre, 18 Whitfield Road. Causeway Bay, Hong Kong. Tel: 5-71 


-Aathorved Distributors: 


Singapore: SiS Technologies Pte. Lid. Tel: 2259808 
Dantom Co. Lid: Tek 2534771 
id. Tel: S-283303.. PC Plus Tels 5-293050 








f Indonesia: P.T. SiStech Kharisma Tel: 31037 
813-230-9329 . Malaysia: Pericomp SiStech Sdn Bhd Tel: 03-7199339 Philippines ASTECH Tel: 4891617498275 
Taiwan: Stridemark Int'l Ltd, Tel: 2-717-4518/9 
Authorized Dealers (Hong Kong): 


7223 Telex: 48532 ASTFE HX 
dapan: John Swire & Sons (Japan) Lid. Tel: 


Thailand: SiS 
Data Systems Tel: 5-297266 Expert System Co 
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the IBM PC AT 
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Examine the specifications, PC Magezine compared the: 
AST Preminn 286 agathst ten AT compatible conipiters: 
Bid, even when it's compared against the IBA 
Compaq 286, the AST Premium: 286 ix the Price 
MANEE werner 


The city of Berlin has to cover its electricity requirements with its own power stations and cannot fall ba 
demand, AEG designed and built the worid’s first and largest (17 MW) battery storage system in commercial use. It feeds slandby power into 


the Berlin mains in a fraction of a second -- without pollution. 


Innovative technology from AEG. Here’s more: 


AEG was responsible 
$ for the electrical instal- 

# lations in South-East 
Asia's largest hotel and shopping 
complex (Marina Square, Singa- 
pore). Design and installation was 
carried out using the “Fast Truck 
Design Method" achieving a 
standard surpassing the IEC and 
British Standards requirements. 
The equipment involved included 
98 medium-voltage switchboards, 
27 medium-voltage transformers 
and 7 generators. 
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A AEG's flexible automa- 
/ tion systerns: they boost 
production, cut energy 
costs and improve quality by 
providing numerous components 
with electronic intelligence that 
enables them to intercormmuni- 
cate. This allows human workers to 
take up more challenging jobs than 
just looking after machines. 
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Id The M-Bahn, the worid's 
most modern transpor- 
tation system, is based 


on Magnetic Levitation and Pro- 
pulsion technology. Wheels have 
been replaced by permanent 
magnets which hold the vehicles 
suspended above the guideway. 
The power and control electronic 
systems have been developed 
by AEG. 


ners: AEG Aktiengeselischaft, Z15, Theodor-Stern-Kai 1, D-6000 Frankfurt 70, West-Germany 


ck on the European grid to cope with peak 























erected and commissioned the total 
boiler island here in the country’s . 
largest and first coal-fired station. 











And these two 400MW boilers are _ 


not ordinary. Especially designed to 
burn either coal or oil, their flexibilit 
means that the most economical fue 
can be utilized. oes 
=- Throu hout the project we worked 








In this advertisement for its own 
financial services, run in its own pages, 
London’s Financial Times cited the 
South China Morning Post as the one 
newspaper of reference in the Far East. 


From the pillar of financial journalism, 
a tribute to The Post. 


Its influence in the business community 
makes The Post essential ing for the 
leading papers and financial publications 
around the globe. It is invaluable as a 
barometer by which to gauge the political, 





commercial, and economic climate of the 
world’s top growth region, 

Every great city in the world has its 

7 newspaper. In Hong Kong it’s the 
outh China Morning Post. 





MINOLTA 


he Minolta 7000. 
-The world’s best-selling and —__ 
No.1 award-winning autofocus SL 


Minolta’s Hi-Tech autofocus technology that revolutionized SL. 
photography. Astonishing speed. Brilliant accuracy. Incredib 
ease of operation, even in flash photography. They're all 
convincing reasons why the Minolta 7000 is the number o 
choice worldwide. Isnt it time to take a firsthand look at the 
autofocus SLR that's second to none? 








__ Minolta Camera Ca, Lid, 30. 






series with the approval of the Royal Ocean Racing Club. London 


Admiral's Cup. Named after the famous Champagne Mumm Admiral's Cup 


Men and women of distinction always have something rare in 
common, like a Corum watch on their wrists. For instance the 
luxury Admirals Cup model in solid gold, with enamelled 
nautical pennants marking the hours. Admiral’s Cup, quartz, 
water-resistant. Also steel and gold and in ladies’ versions. 
Registered model. 
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Plaza. Tel, 2419420. Jakarta; LIBERTY WATCHES & JEWELLERY, G42 Ratu Plaza, Tel. 711998. 
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“How was your trip ?” 
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| Muzzled voices 


| The decision of the October 1987 Asean 
| Editors’ Conference, in Jakarta “not to 
| take a stand” on the recent Malaysian 
| Government's actions (detentions of 
| persons and cancellations of publishers’ 
| licences) has far-reaching implica- 


tions for the future of the press in this re- 


The rationale of the decision is: “It is 
not for the newspapers to question the 
system Operating in any country.” 

If this is so, what right has anyone to 
question the domestic policy (apartheid 
policy) of South Africa, the military 
takeover in Fiji or the stooge govern- 
ment in Cambodia? 

The newspapers have forfeited their 
right to information, their right to be in- 
formed and their duty to inform the 
public. 

The duties of newspapers, in demo 
cratic countries, are to the governed, 
not to the governors. Their conduct is 
subject to question only by the laws and 
courts. Their integrity is subject to ques- 
tion by the readers. 

There is a distinction between free- 
dom to make comment by foreigners 
and a foreigner’s engagement in domes- 
tic political activity, as discussed in the 
Japanese case of McLean v Minister of 


| Justice, 32 Minshu 1223. 


Every country has legislative powers 
and prerogatives to deny foreigners’ 


| entry into the country, residence in the 
| country or establishment of business in 


the country. 
The immigration, censorship, and 
custom laws are sufficient to bar the 


| entry of any foreigner into any country 
| and the sale of any foreign publication 
| in the country. 


More and more “democratic” coun- 
tries in Asia do not want to hear or read 


comments on or criticisms of their a 
| tions or policies. They want only a 


chorus to sing praises for them. As gov- 
ernments are by men and men are falli- 


| ble, the policies must be subject to ques- 
| tion by the public. The attitude against 
| dissent is the beginning of a rot in any 


society. 
Of course, newspapers can and do 


| abuse their rights and can cause 
| harm. 


Without an independent or reliable 
press, the people of any country are 


| going back to the days when informa- 


tion was withheld from the public, and 


| when the public was not kept informed 


and was kept away from participation in 


government decisions. 


For fear of being banned or closed 


| down, newspapers in the Asian demo- 
| cratic countries (except India and 
| Japan) are beginning the first step of 
| abandoning their duties to the public in 
| this region. 


Whether the public will continue to 
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The very place from which the Nasca Indians envisioned 
the perfect patterns they carved on the desert's face, is the 
Same source from which ideas spring at Epson. The mind's 
eye. Here Epson's highly trained engineers transform 
imaginative ideas into today's and tomorrow's innovations. 

We were the first to develop a printer small and fast 

=sough to work in a calculator. Expanding on our precision 
shnology, we developed the highest quality and 
performance printers for PCs: establishing Epson as the 
world's leading printer manufacturer. 

Believing in what's presumed impossible creates a basic 
unrest at Epson. One which impels us to create startlingly 
innovative products. Like a flat-screen, hand-held, high- 
resolution LCD TV; human-engineered ultra-friendly IBM® 

-PC compatible computers, and a desk-top performance 











































































































KC EPSON CORPORATION. te: (0266) 52-313? x: 
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Landscape of the mind 


RIYA INTERNATIONAL COMPUTE 






















computer smali enough to fit into a briefcase. Just by looking 
beyond what is, to what might be. 

And our imaginative spirit is never lost on earthly features like 
cost, performance and easy operation. suai 

Just like the Nasca Indians, we think 
the best place to view things is from 
above: here, on the landscape of the 
mind, where the 
imagination 
takes flight. 
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international Business M 


EPSON. Where anything is possible. 
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Singapore Cheng Tim Pin 
-Who is whose ally? 
In your article Alternative societies 


[REVIEW, 15 Oct.] Prof. Syed Husin Ali 
of the University of Malaya hints that 
those who “organise and mobilise the 
. peasantry” are “more open to oppres- 
sive action” than those who “ally with 
former prime ministers and deputy 
kings.” 

Which of the public interest groups 
in Malaysia has allied itself with former 
prime ministers and deputy kings? As 
someone who is involved in at least two 
public interest groups in the country, I 
know of no organisation that has such 
allies. Can one be accused of “allying” 
simply because one invites a former 
prime minister or deputy king to of- 
ficiate at a function? Do you become an 
ally of a former prime minister because 
you honour him as the founder of the 
Malaysian state? If that is the criterion 
then Syed Husin must be an ally of the 
present prime minister since he invited 
him as the guest of honour to an official 
dinner of the Malaysian Social Science 


president) in 1984. 
As for “oppressive action,’ 
Malaysian knows that the organisation 


` every | 
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hat has invited deputy ings an 


former 
prime ministers to its functions has been 


subjected to greater repression than any 
other public interest group in the Ma- 
laysia of the 1980s. It has not been able 
to obtain a licence to publish in Bahasa 


Malaysia, the national language. It is | 
blocked out of the electronic media and | 


the national-language dailies. It has not 
been allowed to establish branches in 
the different states. Its members are 
often questioned by the Special Branch. 

In contrast, there are certain indi- 


viduals and groups who appear to be | 


“anti-establishment” and yet 
close ties with a particular clique in 
power. These manipulators and in- 
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Chinese chauvinists on the other. And | 


all the while, they continue to champion 
the workers and peasants of this world. 
Kampar, Malaysia Shamimi 


Tottering faith 


and agree fully with her sentiments and 
observations. I, too, have been a 


of years and enjoyed reading the LET- | 
TERS column (but my faith is diminish- | 


ing with each issue). However, I dis- 
agree with Dewi’s reasons and conclu- 


faith- | 
| ful reader of the REVIEW for a number | 
Association (of which Syed Husin is | 


| will be no rejoinders. However, 
triguers who are devoid of any princi- | 
ples are at the same time linked to Is- | 
lamic extremists on the one hand and | 


proportionately high 
number of letters on Singapore. 

She ‘attributed this to the articulate 
Singaporeans. So what if Singapore is 
articulate? Surely the criterion must be 
whether Singapore talks sense or non- 
sense. 

The reasons for the REVIEW publish- 
ing the numerous letters between Sin- 
gaporean officials and their critics are 
also very simple. And this intolerable 





| situation can be easily stopped. If the 


REVIEW does not publish one-sided, 
highly biased reports and letters high- 
lighting mainly the negative aspects of 


| Singapore in the first place, then there 


the 
REVIEW chose to pursue this line as it 
knows such reportings will increase its 
circulation. (I must admit that readers 
like Dewi and I are taken in by this as we 
both zoom in on the LETTERS page with 


| the arrival of each weekly issue.) Hav- 


| 
| 
| 
t 
| 
| 
i 
H 
| 
| 
| 
| 
| 
| 
f 
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| 
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| ing published unbalanced reports on 
| Singapore and having these errors 
| and omissions pointed out by su 
| sequent 
I refer to Dewi Anwar’s letter [1 Oct.] | 


we! 


letters, the REVIEW 


obliged, and indeed forced to publish 
the other side of the story, courtesy of 


the effective Newspaper and Printing 
Press Act hanging over the REVIEW’s 
head like the sword of Damocles. 

I agree with Dewi. The REVIEW is 


| getting rather intolerable, boring and 


predictable. The subscription rate of 








ET pom ENO 


Des 


+ 





19 NOVEMBER 1587 æ FAR EASTERN ECONOMIC REVIEW. 















Steady 
Our worldwide 
leadership in 
research puts you 
ahead of the game. 


Timely advice is perhaps the greatest 
asset any substantial international 
investor can have, and Merrill Lynch 
research has been rated number one 
on Wall Street by a leading investment 
magazine for nine consecutive years. 

In fact, Merrill Lynch research 
capabilities extend far beyond Wall 
Street. Some 140 research profes- 
sionals around the world provide 
information on more than 1450 com- 
panies~including more than 250 
shares issued by companies based 
outside the United States. 





This research is easily available to 
you through your Merrill Lynch 
Financial Consultant. Your Financial 
Consultant also has access to the top 
specialists in areas such as portfolio 
management, private banking and 
lending services, and foreign exchange. 

Whether you're considering dollar 
or non-dollar investments, Euronotes 
or financial futures, shares or bonds, 
you can depend on Merrill Lynch to 
help you make the most of timely 
investments around the globe, around 
the clock. 












Merrill Lynch will put its research to 
work for you in eight offices in five coun- 
tries throughout Asia and the Far East. 
Call our office nearest you today. 


£ 1987 Merrill Lynch, Pierce, Fenner & Smith Ine. Member SIPC. 
Harness the power of a 
global presence. 
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Our business is service. 
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igh a , price to 
ay to read just the LETTERS column 
nd TRAVELLER'S TALES. Do every- 
_ body a favour, especially Dewi. Report 
| more for the readers across the straits. I 
“| cam sure the REVIEW will find plenty of 
interesting news to write about on In- 
donesia and Malaysia. 


Singapore 


‘Incorrect and negative 


was most disconcerted and shocked to 
1 read the article Biting the hand that... 
: [29 Oct.], The author, Lincoln Kaye, 
has not only given a distorted version of 
my comments but has conveniently 
-1 omitted to mention the more salient and 
-| positive features that I stressed. I take 
| strong exception to some of Kaye’s ob- 
- servations in which statements attributed 
tome are factually incorrect and a source 
_of extreme embarrassment to a profes- 
sional. working in a foreign country. 
I did not and could not have said that 
" Nabil Bank has paid a dividend as no 
“such decision had been made by the 
board of directors and nor had the bal- 
~ ance-sheet for the year ending July 1987 
been signed. Further, a date for the 
ank’s annual general meeting is still to be 
fixed, What I did say was that the return 
on investment of a foreign promoter in 
joint-venture banks would be seriously 
ected by an amendment in income- 
laws legislated last year, in terms of 
hich the exemption from tax on di- 
vidends had been withdrawn. Also a 
withholding . tax of 20% (since 
abolished) would be deductible at 
urce for the financial year 1986-87. 
“In reply to a question, I stated that 
Nabil expected to achieve pre-tax profit 
ithe region of Rs 23 million on which it 
Id be obliged to pay a corporate tax 
f 40%. Further, in the event of a dec- 
ofa dividend of say 12% , Dubai 
ipals’ share of the resultant income 
invite a tax of 55% at, the pre- 
sribed slab rate plus a surcharge of 
2% leviable on the income of foreign 
estors: This would yield a return of 
5% on investments’ mäde by the 
foreign promoters... ~ 
"Tam fully aware of the tax laws 
| applicable and have not made any state- 
| ment alleging that the government has 
| slapped a withholding tax of 40% when 
~ this. is not true and no dividends have 
{been declared by Nabil. Fhad also re- 
marked that this matter had been taken 
up at various levels:and would surely be 
sympathetically considered so: that the 
continuance of the aforementioned tax 
Į laws would not prove a deterrent to 
| foreign investment. _. 
Let me also affirm that I did not say 
that the environment was dodgy. My 
comments were that Nabil- had to.con- 
{tend with a hostile environment in the 
“| beginning but, with dedication and 
| commitment and also the help forth- 
coming from appropriate authorities 











Quah Soon Tong 






























































and client well-wishers, it had been able | 





to prove itself and achieve a level of suc- | 
cess which by all standards has been 
laudable. 

The statement “The two categories 

. goes bad” attributed to a banker is 
rather ridiculous and I am sure that 
none of the chief executives interviewed 
could have made an aspersion of this na- 
ture. Having been accepted to operate 
in the Nepalese environment, the suita- 
bility of credit proposals must always be 

fessionally and explicity assessed. 
a clear policy ‘of lending for 
p ive purposes and does not re- 
fuse to entertain any viable propósals on: i 
grounds that they emanate from the class | Nevertheless, the “punchline” of 
of borrowers mentioned in the article. | story remains the same: that a 12% 
Infact, some of the prime clients videna. which Nabil is finally in a fi 
which Nabil has successfully solicited | cial position to pay, would translate 
are entities falling under the categories | only a 4.5% return’ on. inves 
mentioned. My colleagues of other | thereby undermining the foreign 
joint-venture banks share these views. | reason for being in Nepal in th 
The remarks made in the article are | place. I stand by my report of the foreign 
therefore not only objectionable butin- | banker’s reticence about lending to go 
tended to malign joint-venture banks. | ernment corporations and memb 
who are making conscious efforts to ful- | the royal family. 


fil the objectives spelt out by the gov-. | : ee 
ernment and thereby facilitate the Poignant parallel 
Reading Australian Abo 


growth of the national economy. 
It is somewhat surprising that Kaye i 

has not mentioned the positive aspects | fellow, their country [REVIE" 

of our experiences, for example: by Hamish McDonald, I was struc’ 

» The appreciable guidance and help | the all too poignant comparison with the 

received from the government and | history and current conditions of thi 

Nepal Rastra Bank in setting up the | original North American populations. 

joint-venture banks and in solving many What a pity it is that so few of ush 
the time, interests or moral fortitude 
offer a true “transfer of technolog: 


problems. 
> The effect of the joint- -venture banks 

which would help these populatio 
deal with the world at large on their ov 


on local banks and consequential im- 
provements effected by the latter in 

terms while at the same time retai 
the essence of their own culti 


operational procedures and also in giv- 
seem doomed to repeat endlessly th 


ing a sense of identity to clients. 

> Improvement in the economy and the 
vade, conquer, and obliterate pattern o 
culture. contact which, in truth, has 


potential thereof, especially in the con- 
known no limits of race or nationality 


text of actual growth in industrial pro- 

duction, control over expenditure and 

its effects on a lower budgetary deficit, Most world religions, the core of the 

all resulting in an increased flow of com- | major civilisations, profess accept: 

mercial bank credit to the productive | an understanding; none more so th: 
the Judaeo-Christian traditions most 
cently manifested.in the national ethos 


ment concerning relatives of. the roya 
family and government corporations 
‘mischievous and does not reflect the | 
licy of our bank. 























Kathmandu Nepal Indosuez Bank L 









@ Lincoln Kaye replies: When: Srivas 
tava spelled out the tax implications o 
dividend to his Dubai principals, Th 
not realised that the case was hypoth 
cal rather than a decision already taken. 
regret any hardships my misunderstand. 
ing has created for him or his collea, 









































































































sector. 
> The-remarkable growth of local en- 









trepreneurship. of Australia and my United States. 
» Bright banking prospects and Nabil’s We can only hope that McDonald’ 
future plan. article will help to stir a dormant con: 






» Fhe prevalence of a socio-political 
environment “conducive to banking | 
growth and development. 

» Introduction of the concepts of syndi- 
cation, hypothecation and compute- 
rised operations. 

l admit that free journalism involves 
an impartial and critical expression’ of 
views, however, I do feel that distor- 
tions made merely to project a negative 
image of interviewees and their operat- 
ing environment are contrary to-all ac- 
ceptable norms of journalism. : 

G. S. Srivastava 
Executive Director 
‘Nabil Bank © 


n the hand that . . -does 
ure of the activities of 
s and contains sev- 


science in us all. 














In my article on the Chinese dissiden 
Fang Lizhi (REVIEW, 22 Oct] I stated 
that after meeting with the Taiw: 
novelist Chen Ruoxi, Liu Binyan re- 
ported their conversation to the p rty 
organisation of the Chinese Writer’ 
Association. During a recen 
-king I learned that though 
instructed by the associa 
on all contacts with: outsiders, he has 
consistently refused to do so. Th 
Chinese report on the Liu-Chen en 
counter on which P based my statement 
however, indicated the contrary. 
Hongkong Geremie Barmé 






















































Our star comprises four arrow- 
heads, each of which contain, in Arab 
calligraphy, two words: Commercial 
Bank. ess: 

‘This is the ‘corporate symbol of the 
Commercial Bank of Kuwait, famous 
for its pioneering approach to Middle 
East banking. 
= We were the first Kuwaiti bank 
~ toestablish a foreign exchange dealing 
~ room; first to introduce automated 
letters of credit; and first to link all 
branches on-line toa a central computer. 


“ANATOMY OF A STAR 





Now we're leading the way with 
forward rate agreements, interest rate 
swaps, currency options and interest 
rate options. 

With strong contacts in 89 countries 
many major companies are already 
enjoying the benefits of our services. 


So could you. And at wy compefiive 


prices, too. 
=- Bear us in mit dr next time you 


havea special need. Commercial Bank 


of Kuwait promises you an open mind 
and some very imaginative thinking. 


























south Korea’s Goldstar electronics group has set its 

sights on joining the ranks of the world’s top 10 electro- 

nics firms by the early 1990s. From a tiny vacuum-tube 

-maker 30 years ago, ithas grown into a worldwide exporter 

-of TV sets, microwave ovens and videotape recorders, But | 
_ the company’s rapid rise has masked a paltry profit record | 


id sloppy business practices. In a bid to boost profitabil- - 
| janagement has launched a sweeping shake-up of the i 


iso shift the company’s focus from home appliances 
ee telecommunications and office automation. 


: clear Prime Minister: Mahathir has re- 
: established his Party’ S dominance, 


ganda chief Deng Liqun loses 
lace on the Chinese Communist 
’s central committee. 
age 26 
A Hongkong Government survey 
suggests there is little support for di- 
elections next year — despite pri- 
ite polls which have shown consi- 
rable support for the move. 


roroi, Secre -Manglapus 


Bilateral differences between. India 


| and Pakistan overshadowed the 


- Saare summit in Kathmandu, but the 
organisation made some headway in 
regional cooperation. 








| After nearly eight years of civil war 
in Afghanistan, the Soviet-backed 
Kabul regime and the Islamic guerillas 
have reached a military stalemate and 
vaged. the country’s economy. As 
neither side is willing to make enough 
political concessions, peace can only 
achieved through an. agreement 
neen Moscow and Washington. 





Page 68 

Tokyo is openly considering boosting 
the reserve-currency role of the yen. 
as part of a move back towards a sys- 
tem of fixed exchange rates in the 
wake of the decline of the US dollar. 


69 


Page ; 
Top US Government officials are sup- 


porting a move to end the duty-free 
treatment under the generalised sys- 
tem of preferences granted to many 
exports. from Asia’s newly indus- 
trialised countries. 


Page 70 

The New Zealand Government stands 
by its ‘hands off’ economic policies 
despite the stockmarket plunge and 
an increasingly volatile currency. : 


Page 72 

The stockmarket crash in New Zea- 
land and Australia claims its first 
casualties — the investment com- 


panies which have expanded aggres- 


sively overseas. 


Page 79 

The London-based Hinduja family 
gains a long-sought corporate foot- 
hold in.its native India with the pur- 
chase of a 39% stake in truckmaker 
Ashoke Leyland. 


84 3 
After a string of failures in the com- 


puter business, Sony has bounced | 


back with a cheap but powerful com- 
puter which has won a big slice of the 
software-development market. fy 


Page 86 
Malaysian fast-food firm KFC Hoid- 


ings is expanding its poultry-process- | 


ing operations with an eye ona poten- 
tially lucrative export market. 


Page 96 
Administrative uncertainty and lack of 
finance. is hindering an ie cha by 











South Korea: Kim off the starting block 

Afghanistan: Tension and stalemate ~ 42 

; Interview/Najibullah: Jirgah to loyajirgah 42. 
; mmer ini A 


ARTS & SOCIETY 


Art: Reaching Asia in a Washington museum ——— 58 
Theatre: The twain met 68 
Tibet: What they are saying at the Yak 


Restaurant: - 60 





BUSINESS 5 AFFAIRS 


Currencies: in searchiol standards ja Tokyo bie 
Policies: Privileged fewer in Washington — 
Economies: Let nature take its course in « 
Wellington 
Victims of reality 
Investment: Buyingin atthe topin india — 





Traveller's Tales 

The 5th Column 

Books 

Economic Monitor: South Korea 


Company Results 
Stockmarket: 
Prices and Trends 
Exchange Rates: — 


ewr tetter: Korakuen 




















wy 


E 






REGIONAL 


Sinhalese extremists 
kill 32 in bomb blast 
Sinhalese hardliners burned 
buses, cut power lines and 
sabotaged railway tracks in Sri 
Lanka on 10 November as par- 
liament met to debate legisla- 
tion on devolution. The sabot- 
age and arson was attributed by 
authorities to the Sinhalese- 
dominated underground Marx- 
ist group, the Janatha Vimuk- 
thi Peramuna, which is op- 
d to provincial autonomy 
or the minority Tamils. The 
upsurge in violence came after 
a powerful car bomb killed at 
least 32 people and wounded 
106 in a crowded Colombo sub- 
urb on the evening of 9 
November. —V.G. Kulkarni 


ee 

Two small explosive devises 
caused slight damage to two 
buildings in Singapore’s busi- 
ness district on the night of 9-10 
November, but there were no 
injuries. The explosions occur- 
red at 11:30 p.m. and 3 a.m. — 
when the business district is 
usually deserted. Police, who 
investigated with the aid of a 
military bomb-disposal unit, 
told the REVIEW that there had 
been no arrests and there were 
no suspects as of 11 November, 
and no one had so far claimed 
responsibility. — Michael Malik 


Aquino orders inquiry 
on ‘Tingting’ 
Philippine President Corazon 
Aquino ordered the National 
Bureau of Investigation to look 
into an allegation that her sis- 
ter-in-law, Margarita “Ting- 
ting” Cojuangco, accepted 
money from an Australian 
company seeking a lucrative 
gambling monopoly. The alle- 
tion, in the Sydney Morning 
erald on 31 October, is based 
on remarks by Raymond Lord, 
chairman of Smith & Lane 
Holdings, who was quoted as 
saying that he gave the 43-year- 
old wife of Aquino’s young- 
er brother, Jose “Peping” 
Cojuangco, US$1 million in 
March. 

Lord said Margarita Co- 
juangco took the money as a 
“deposit” towards his winning 
a concession to run jointly — 
with a Singapore-based Ger- 
man businessman, allegedly 
representing a Hongkong com- 
pany — the foreign-currency 
side of gambling operations 


in nt 


controlled by the Philippine 
Amusement and Gaming 
Corp. kargin Cojuangco 
denied the Herald story, and 
said she may bring legal suit 
“against those who would seek 
to destroy the integrity” of her 
family. ames Clad 


Murdani’s helping 
hand in PNG 

Former Papua New Guinea 
PNG) defence commander 
ed Diro has told a judici- 
al inquiry that Indonesian 
Armed Forces Commander 
Gen. Benny Murdani paid 
US$139,400 into the Peo- 
ple’s Action Party campaign 
funds for the PNG elections 





earlier this year. The cash, 
which Murdani had said came 
from his private construction 
company, had been carried in 
under diplomatic privilege by 
the military attache at the In- 
donesian Embassy in Port 
Moresby. 

Diro resigned from Prime 
Minister Paias Wingti’s cabinet 
on 8 November after Justice 
Thomas Barnett ordered three 
charges of perjury to be 
brought against him in relation 
to evidence given to the judi- 
cial inquiry into the PNG fores- 
try industry. Counsel assisting 
the inquiry had earlier alleged 
that Diro, while minister of 
forests, had been part of 
a transfer-pricing conspiracy 
with a Malaysian and Singapo- 
rean business group (REVIEW, 
20 Aug.). — Bailey Ericson 


Three people were killed and 
more than 50 injured on 10 
November when Bangladeshi 
police in Dhaka fired on 
crowds who were observing the 
opposition’s mugh-publicised 
“Dhaka siege” to paralyse the 
country’s administration and 
force President H. M. Ershad 
to resign. — S. Kamaluddin 
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how seid debt 


Formalisation of the Philip- 

ines’ debt rescheduling with 
its 483 commercial bank cred- 
itors has been delayed, with at 
least three smaller banks refus- 
ing to agree. The pact, delaying 
repayment of US$13.2 billion 
in credits to 17 years from 1987, 
requires the signature of all the 
banks (because of the reduc- 
tion in interest rates). The pact 
was to be retroactive to 1 
January if finalised by 15 
November, but Manila is now 
seeking a December deadline. 
The three banks, each believed 
to have exposures of less than 
US$100,000, are said to believe 
the restructuring is too cum- 
bersome, and want larger cred- 
itors to buy up their share of 
the debt. — Jose Galang 


New index created 


Several changes have occurred 
in the Indian capital markets, 
including the announcement 
by the Bombay Stock Ex- 
change of a new national index 
made up of 100 stocks drawn 
from India’s top five ex- 
changes. (Previous indices 
were specific to various 
bourses.) In addition, the Fi- 
nance Ministry told all 15 ex- 
changes to adopt uniform rules 
to allow banks and companies 
to hold seats (earlier restrict- 
ed to papecemesa 

=  —Lin 


colin Kaye 
Singapore 
first rail link 
Singapore’s new Mass Rapid 


Transit system began operating 
between five stations on 7 
November, just some four 
years from the start of con- 
struction. The _ part-under- 
round train system will reach 
into the central Orchard Road 
retail district before year-end, 
and by 1990, trains will serve 42 
stations on 67 km of track. The 
total cost is expected to be 
ceed below S$5_ billion 
(US$2.4 billion). 


— Hamish McDonald 
Malaysia insurance 
firms under BN rule 


Malaysia has decided to put in- 
surance companies under the 
authority of the central bank, 
Bank Negara (BN), in early 
1988, BN governor Tan Sri 
Datuk Jaffar Hussein said on 7 
November. At present, the in- 


Á 
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dustry is regulated by a direc- 
tor-general, appointed by the 
government. In April, Finance 
Minister Daim Zainuddin criti- 
cised insurance firms-for offer- 
ing financial guarantees to 
clients — which have been in- 
dependently estimated to ex- 
ceed M$100 million (US$40.2 


million). — Nick Seaward 
Thai bank acquired 
in hostile bid. 


A hostile takeover attempt 
for the Bangkok-listed Laem 


Thong Bank (LTB) by Thái in- 
vestors — led by Sura Chan- 
srichawla — was successful 


when the government’s com- 
mercial-registration depart- 
ment accepted registration of 
Sura’s proposed board of direc- 
tors. Sura began the challen; 

against LTB managing directv. 
Somboon Nandhabiwat three 
years ago, but only gained the 
upper hand when one of Som- 
boon’s allies at LTB sold a 
substantial shareholding, to 4 
Hongkong-registered firm con- 
trolled by Sura’s allies. Sura is 
likely to come under pressure 
from creditors; with his own 
companies already appealing a 
bankruptcy ruling and some of 
his supporters facing debt-re- 
lated court charges, he had to 
borrow heavily to fund the 
takeover. — Paul Handley 


Ex s chief to 
head 
The Hongkong Government 


has appointed a former Lloyd's 
of London official to head an 
inquiry into the territory's fi- 
nancial exchanges. The com- 
mittee, to be headed by Ian 
Hay Davison, will examine t 

workings of the stock and ._ 
tures exchanges, as a conse- 
gence of the four-day closure 
of the two trading floors and 
the HK$4 billion (US$512.8 
million) government-assisted 
bail-out of the futures ex- 
change. — Liz Carver 


The Japanese Government's 
sale of a second tranche of 
shares in Nippon Telegraph 
and Tele hone (NTT) se! ‘et 
ily absorbed, brokers say, rais- 
ing ¥4.9 trillion (US$36.3 bil- 
lion) for the exchequer. The 
new shares were priced at 
¥2.55 million, a3.5% discount 
on the closing price on 9 
November, after already-listed 


shares fell ¥80,000 that day. 
Dealers said that the sheer size 
of NTT was part of the attrac- 


— Nigel Holloway 


tion. 











gures on: | Singaporeans emigrating 
stralia this year are likely to 
_ greatly deepen the disa: appointment 
recently expressed by Prime Minister 
Lee Kuan Yew on the subject. 
“Approvals so far indicate around 
3,000 individuals and heads of 
households have gained immigrant 
visas for Australia, about three times 
_ the annual rate that Sir 
„authorities have been ci vi: They are 
believed to includ 
educated younger pe ale arhet 
- easing of Austr business: 
: migration scheme. i 
_ agencies such as bank 
accountancy firms to promote 
d s, will add to the drain: 


ntest i e 
suvre his would: be successors 
position where he would be 
jaeiect | his successor. 


signed io to prevent Abe 
ng from the race. He then 
Ponang Takeshita, the 


y beneficiary of 
ier US National Security Council 
) ac viser Frank Carlucci’ s move 


p ) i 
cretary of defence. While at the 
C he was one of the chief 





| 
| expected to take after his term ends. 





| apartment are apparently groundless. 


| Philippines over an unpublicised 


| (CCAP) in September. The five-year 
| (US$23 million), which aims to bring 


| mountainous region, is a major... 











punish Toshiba for its sale of 

technology to the Soviets. And 

Carlucci has extensive Japanese 

business contacts from his days as__ 

head of the now-defunct Sears World 
Trade Co: before his return to ~ 

| governtiént last year. 


An unpublicised 
benefit of South 
Korean ruling 
party presidential 
candidate Roh 
Tae. Woo’s mid- 
September visit 
to the US was 
securing final 
approval for 
President Chun 
Doo Hwan to 
take up residence in the US after he 
steps down in February 1988: Reports 
that Chun has bought a New York 











The Los Angeles area, where 
associates oft Chun’s family have 
acquired real estate in recent years, 
is amore likely choice for Chun 
during the “long trip” that he is 


Sources close to Chun say that he 
will not leave the country 
permanently as this could be 
“misunderstood.” 


ABDUCTION NERVES 
Sensitivities are running high in the 


abduction by communist guerillas of 
four Aral tam Community (EC) 
officials who were visiting the Central. 
Cordillera Agricultural Project 


project costing ECU 18.5 million 





small-scale development to the 


symbol of European support for 
President: Corazon Aquino’s . 
government. On 13 September t the. 

EC officials — two Italians, one Dane 
and one British national — were 
visiting the project when New 
People’s Army (NPA) guerillas 
ordered them and a French consultan 


‘to accompany them to a briefing, 


after which they were released. In 
early November, the NPA abduct 
the top. Agriculture D partment — 

official in the Cordi a region, th 
CCAP’s key local partner. 


NEIGHBOURLY CONCERN. 


Commander of the Indonesian 
Armed Forces, Gen. Benny Murd: 
was so concerned by the recent spate 
of arrests in Malaysia that he ha 
planned to fly secretly to Kuala 
Lumpur fora first-hand look. : 
Malaysian officials dissuaded him 
from visiting, saying that it would 
create unease about the 
situation. Former Malaysia 

for foreign affairs Tan Sri Ghaza 
Shafie flew to Jakarta instead to 
explain the arrests to President | 
Suharto and Murdani. 


NEW TARGET 


Still irked by the Toshiba affair, US 
congressional Japan-bashers h 
found a new target. They ar: 
threatening to torpedo the proposes 
sale to Japan of the sophisticated. 
Aegis shipboard fire-control system, 
which many US analysts say is one US 
defence system that the Soviets. 
been unable to duplicate. 
Congressional efforts are aimed 
stopping the sale of the hullo 

ship containing the system. rather 
than the system itself, o 

that the US should not 

shipbuilders when its own sl 

are in trouble. 











: BANGLADESH 

` One person was killed and a number i in- 
ed in-bomb attacks.on a po rally at 
National Press Club (7 Nov. 

shot dead three protesters 

position demonstration aimed at besieg- 
Dhaka and forcing the resignation of Pre- 

ident. H.M. Ershad (70 Nov. a = 


HONGKONG 
. The results of a government survey on di- 
tect elections seemed to show a clear major- 
city-of Hongkong people does not favour 
direct elections to the lawmaking Legislative 
Council in 1988 (4 Nov.). 


ratists in Punjab killed seven | 


uding four policemen, as the gov- 


seal 
| 
| 


| 
| 
i 
| 
| 








einment moved a six-month extension of | its: 
direct rule of the state (7 Nov. }. 


MILIPPINES 
Police rounded up hundreds of peoplėi mo 
raids on alleged communist hideouts (4 
Nov.). President Corazon Aquino ordered a. 
full-scale corruption investigation into the. 
activities of her sister-in-law following alle- 
gations that she had accepted goodwill 
money from foreign firms (5 Nov.). 


“tiot. police- surfoimded 
Catholic: Cathedral to pre- 

Dae Jung holding a rally fort the 
ernment said. Be 
e- 


SRI LANKA zi 
Indian troops-met fierce resistance from 
Tamil rebels as they surrounded a northern 


_ fishing village which is the hometown 


leader of the Tamil Tigers (5 Nov.) 

50 people were killed and 80 woun 

bomb: blast in Colombo (9 Nov.) 

hardliners opposed to Tamil autonomy cut 

power lines, burned buses’ and tore up 

way lines as parliament debated legislation 

K pive limited selfrule to the Tamils (0 : 
lov ; 


The Foreign. Ministry f srotested to. Viet- 
nam about an attack ona Thai trawler fishing 
in Vietnamese waters in which a crewman 
was ‘shot dead and another serious! ; 


wounded, i wa noe A Nov. My 
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Mahathir’s crackdown asserts Umno’s dominance but does not end disunity 


The double-edged sword 


By Suhaini Aznam and Rodney Tasker in Kuala Lumpur 


B: invoking sensitive race relations 
as a major political issue leading to 
the arrests of opposition politicians and 
other alleged agitators, Prime Minister 
Datuk Seri Mahathir Mohamad has 
clearly re-established his Malay party’s 
dominance over Malaysia's political 
landscape. But the race issue may well 
rove to be a double-edged sword, and 
ahathir’s deft manoeuvring over the 
pan few weeks has failed to provide an 
asting solution to the equally worri- 
some sor remaining in his party. 
With the Malay-Chinese race bogie 
now once again out in the open, the 
unity and strength of the dominant 


‘United Malays National Organisation 


(Umno) ‘is ‘at a premium, By detain- 
ing 94 leadin peponi son, politicians 
and other alleged racial agitators, 
Mahathir’s government may have 
pac time for the prime minister in his 
id to induce his party to close ranks be- 
hind him, but he has to show his rivals 
and fractious party lieutenants that he is 
the enduring strong leader they need to 
make them drop their own intrigues. 
While Mahathir may have been 
forced by circumstances to handle race 
as a political issue, some of his second- 
echelon leaders have shown they have 
no inhibitions in exploiting the situation 
for their own purposes. Political 
analysts view Umno Secretary-General 
and Agriculture Minister Datuk Seri 
Sanusi Junid, acting Umno Youth 
leader Datuk Seri Najib Tun Razak, 
and Selangor Chief Minister Datuk 
Muhammad Muhammad Taib, among 
those who effectively forced Mahathir’s 
hand by over-reacting to demands on 
the Chinese education issue by Chinese 
politicians — who were also vying with 
each other to champion the racial cause. 
Ever since the bitter run-up to 
Aprils Umno election and the unpre- 
cedented challenge to himself as party 
president, Mahathir has led a deeply 
factionalised party which shows little 
sign of actually wanting a compromise. 
Despite the flexing of muscles by the 
Mahathir faction with the arrests under 
the country’s stringent Internal Security 
Act, party members show little inclina- 
tion to patch up their sapa squabbles. 
Some cynics say that a pending suit 
by 11 Umno members challenging the 
validity of the April election, which 
Mahathir won by only 43 votes, was a 
major factor triggering the recent 
clampdown. According to this theory, 
while the police may genuinely have 


wanted to put the 94 behind bars, it was |’ 
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strange that so many “security threats” 
should be allowed to roam free while 
police waited for the right moment. 

If this adds up to a continuing weak 
Umno, it could have repercussions not 
only for the Malays but also the non- 
Malay communities. Chinese politicians 
who cast their minds back to the race 
riots in 1969 know only too well that a 
weak ruling Malay party spawns 
paranoia among the Malay community, 
which can translate into violence if they 
feel the Chinese are pushing their luck 






indigenous Malays to work in the 
paddy fields. All three races worked 
to build the nation, but in separate 
ways. 

Later, it was mainly the Malays who 
negotiated the country’s independence. 
Significantly, Umno assemblies in re- 
cent years hark back to the spirit of 1946 
— honouring the Malay fathers who op- 
posed the British Malayan Union pro- 
posal which would have removed the 
special position of the Malays and clip- 
ped the sultans’ powers — instead o 








by challenging the unwritten social con- | the subsequent Federation of Malaya 
88 at baa time of pore comes 
independence — tually gave birth to 
tides which it was € Mahathir’ s government the nation in 1957. 
agreed the Malays may have gained time for The Chinese and In- 
should haye political the minister in his bid dians gained more 
dominance! ` yO e his party to by the Malayan 

If Umno has its ranks behind him p3 Union plan, so that 
divisions, the F today, re-enacting 
Chinese lack a rec- the anti-Malayan 





ognised leader. None of the contenders 
Malaysian Chinese Association 
(MCA) president Datuk Ling Liong 
Sik, Penang Chief Minister Lim Chong 
Eu of the predominantly Chinese 
Gerakan party, Gerakan president 
Datuk Lim Kheng Yaik and the opposi- 
tion Democratic Action Party (DAP) 
secretary-general Lim Kit Siang — can 
claim to speak for the Chinese. 

It is a familiar theme in newly inde- 
pendent nations: a lack of community 
cohesion among races because of an ab- 
sence of shared history. In colonial 
days, the British brought the Chinese to 
work Malaya’s tin mines and Indians to 
toil in the rubber estates, leaving the 








Union plan, so that today, re-enacting 
the anti-Malayan Union fight is not 
only an assertion of anti-British 
nationalism but also specifically Malay 
nationalism. 


Tor one of the pressing problems 
in both Umno and the MCA is a lack 
of leadership continuity. Only two of 
Umno’s cabinet ministers are of 
the first-generation, pre-independence 
ranks: Poput Prime Minister Ghafar 
Baba and Defence Minister Tunku 
Ahmad Rithauddeen. In the MC^ 
none of the leaders go back that far. , 

a consequence, young political leaders 
tend not to appreciate the country’s 
carefully laid foundations of communal 
tolerance. 

Moreover, as one retired politician 
recalled, cross-party, cross-racial rap- 
port was eroded in the National Front 
coalition as it grew larger and the lead- 
ers younger. This contrasts sharply with 
the days of the National Front’s precur- 
sor, the Alliance, in the 1960s when 
ell leaders went freely to each others’ 

omes and the word of then prime 
minister, Tunku Abdul Rahman, was 
assurance enough for MCA leader Tun 
Tan Siew Sin. 

That trust is noticeably missing today 
— as is mutual understanding. The 
Chinese, with some justification, see 
the Malays in the role of winner-takes- 
all: not only political control but an eco- 
nomic monopoly, as well as the right to 
restrict the propagation of Chinese cul- 
ture. That explains why the MCA, as 
well as Gerakan, sent representatives to 









a Chinese gathering at a Kuala Lumpur 
temple on 11 October to protest the 
government’s appointment of non- 
Mandarin speaking teachers to Chinese 
schools, which they feared further 
threatened the use of the Chinese 
mother tongue. For the MCA, apart 
from a desire to prevent the DAP from 
stealing a fundamental Chinese issue as 
its own, there was the feeling that this 
represented a further unacceptable 
Malay incursion into what the party 
considered its community's basic rights. 

It is no secret that after the 1986 gen- 
eral election Umno, which won an awe- 
some 83 out of 148 National Front seats 
in the 177-member parliament — only 
'| + six short of an absolute majority — saw 
‘tHe chance’ to'rule without the encum- 
brance of coalition partners. ‘/), , 

The Chinese feel that Unino’s grow- 
ing control is at the expense of non- 

alays — particularly the Chinese. 

Over the years, and particularly with 
the New Economic Policy (NEP) intro- 
duced after the 1969 race riots with a 
view to forcing a larger share of the 
country’s rey vibes wealth into the 
hands of the lays, the Chinese feel 
they have been repeatedly thwarted in 
their quest for relative equality. 
Economically, the picture is bleak for 
race relations, bearing in mind the stric- 
tures of the NEP. 

A barely increasing economic pie — 
1986 saw a GDP growth of 1.2% inching 
up to a projected growth of only 2% for 
1987 — has forced the Malaysians to 
think in terms of racial shares, a subject 
they could afford to ignore for 10 years, 
when the GDP growth was a healthy 
7.7% and there seemed to be plenty for 
all. 

Chinese education was a base line, 
but in their haste the Chinese over- 
looked the fact that they lacked a trump 
card to see the recent language issue 
*hrough, one Chinese MP said. 

While the Chinese see the Bahasa 
malaysia national-language policy as 
threatening their culture, the Malays 
are mystified by the Chinese desire to 
cling to Mandarin education. Malay ac- 
tivists point to the community’s com- 
paratively privileged position, when in 
neighbouring Thailand and Indonesia 
the Chinese are required to speak the 
national language, adopt indigenous 
names and, in the case of Indonesia, are 
not even allowed their own chambers of 
commerce, guilds or Chinese-language 
books. 

In this atmosphere of distrust, it is 
not surprising that the National Front 
Supreme Council is rogun presented 
with a fait accompli of decisions taken at 
the Umno Supreme Council. 

However, the multi-racial cabinet 
does function as a forum and Mahathir 
reportedly asks each minister for his 
eon fore decisions are made. 

is is probably to avoid disgruntled 
mutterings behind his back, because 
the prime minister is thought to make 
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up his own mind on major issues. 
Specific reactions to the arrests are 
only just emerging. While Ling has been 
cagey about his comments, careful to 
support the government line, the MCA 
rank and file now regards party aou 
president and Labour Minister Datu 
Lee Kim Sai, whom Umno leaders 
wanted expelled from the cabinet for 
championing the recent language issue 
and other Chinese issues before, as 
something of a hero. While sympathis- 
ing with him, they are also angry with 
the Malay leadership for the over- 
whelming numbers of Chinese arrested 
‘| ‘if the recent swoop — a resentment that 
transcends party/linesto reach out to all 


Chinese and multi-racial’ minded de- 


tainees. 

But those Chinese who remember 
1969 know they have 
to be cautious in 
pushing their case 
too far, particularly 
when Umno is seen 
to be weak. A mass 
rally by Umno’s 

werful youth wing 
in Kuala Lumpur on 
17 October, just before the arrests, 
was more aggressive than was general- 
y reported, with inflammatory anti- 

hinese speeches by various youth lead- 
ers. 


Acis Umno Youth leader Najib told 
the REVIEW he had to refuse rally 
organisers permission to hand him a 
long-bladed parang sword, symbolising 
a Malay battle cry; to burn the MCA 
flag; and to burn an effigy of MCA 
deputy president Lee. At the time, 
there were reports that both communi- 
ties were arming themselves for any 
eventuality, and Mahathir has been 
roundly praised for stopping possi- 
































































ble violence b 
arrests and 
lies. 

In its own way, the government is 
now trying to gloss over racial differ- 
ences, though observers point out that 
little is being done to accentuate the 
positive side of both the Malay and 
Chinese races. All the average Malay- 
sian hears are exhortations to adhere to 
the extreme tenets of Islam — such as 
wearing veils, harsh shariah punishment 
and a ban on alcohol — and that the 
Chinese eat pork, the mere thought of 
which can make a truly devout Muslim 
Malay vomit. 

The atmosphere in Malaysia today is 
reminiscent of the post-1969 attempts to 
bridge the gap with multi-racial youth 
dances and school debates. And while 
this time the country did not go through 
the trauma of race riots, the govern- 
ment is acting as if it did. 

' ‘While-there are no signs of a more 
permanent clampdown in the form of 


launching the mass 
anning further ral- 


the apparent success 
of the recent exer- 
cise, analysts expect 
the government to 
tighten up the press 
laws. With three 
newspapers already 
suspended as a re- 
sult of the current exercise, editors have 
already been sent an implicit warning to 
proceed with care. 

The most obvious, crucial question 
— where is the country heading? — re- 
mains unanswered because even senior 
politicians within the National Front do 
not have a clue. Only two weeks after 
the wide-sweeping preventive deten- 
tions, it is too early to tell, concur those 
the REVIEW contacted. “Give it a few 
months for the dust to settle,” suggested 
a Gerakan leader. 

Similarly, what effect the arrests will 
have on the National Front remains a 
matter for conjecture and the current 
atmosphere of silence has discouraged 
intelligent deduction. Ling himself, who 
saw eight MCA leaders arrested, was 
reticent on this score. He did offer, 
however, that community leaders 
would try to educate younger Chinese 
who cannot remember the 1969 race 
riots to have a better grasp of history 
and to understand the consequences of 
recent events. In this same vein, Najib 
suggested that political parties must be 
more responsible and not take rigid 
stands at an early stage but try to work 
things out before matters came to a head. 

Their remarks suggest that commu- 
nity leaders have retreated to a middle 
ground where race issues are con- 
cerned. But beyond the psychological 
impact of the mass arrests, no one rea!i 
knows what move, if any, Mahathir will 
make next. The answer to this really de- 
pends on the deeper motives, if any, of 
the clamp-down, beyond the official 
claim of a security threat. 
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| some 40%. However, it will 
| time to see whether the detentions will 


| was felt immediately 





Investment uncertainties 


| By Nick Seaward in Kuala Lumpur 
Bt Fe negative reaction of foreign 


ate of detentions 
the Kuala Lum- 


Stock Exchange, where the global 
erdira combined with fears of local 


investors to the 


racial strife to pull down share prices by 


have had an impact on long-term capital 
inflows as well. 

Two major investment missions ar- 
rived in Malaysia after the arrests but 
the government did not address directly 
any fears that they t have had 
about the worsening political climate. 


When ope a Malaysian-Arab 
trade and Pasare dn meeting in Kuala 


|| acted as if nothing had happened over 


the past few weeks. “I am sure that 
among your critical concerns would be 
the political stability and economic 
strength of the nation . . . in this regard 
the history of this country and our track 
record in the practice of parliamentary 
democracy is your best assurance of the 
political stability . . .” 

Arab delegates at the meeting 
tended to agree. “When a bomb goes 
off ir Northern Ireland you don’t stop 
inv in Britain,” one delegate told 
the REVIEW, adding that he considered 
it a mistake to com the Malaysian 
situation with that of the Philippines. 

Other potential foreign investors are 
not so sanguine. A ow coreg 
trade ntative d to the 
REVIEW kow one Western businessmen 
considering a multi-million dollar in- 


‘Common denominator 


The detained are blamed for raising racial tension 


t£ W hile some pressure is being applied 


by political parties within the rul- 
ing National Front coalition for the re- 
lease of party members among the 94 


- detainees, most of them are simply wait- 


ing to see whether there will be early re- 
leases. ‘ 

The detainees included eight mem- 
bers of the Malaysian Chinese Associa- 
tion (MCA), three from Gerakan and 
three from the dominant United Malays 
National Organisation (Umno) itself. 

But the families of Chandra Muzaf- 
far, president of the social reform move- 


‘ment Aliran, and Theresa Lim, one of 


its members, have filed for writs of 
habeas corpus to the High Court chal- 
lenging their detentions. 

Chandra, who prides himself on his 
multi-racial platform, was singled out 
by Prime Minister Datuk Seri Mahathir 
Mohamad as a racist and religious 
agitator. 

By contrast, MCA leader ony Liong 
Sik is taking an ultra-cautious line on 
the arrests. “We are working things 
out,” Ling told the REVIEW. “It’s my 
considered opinion this action was 
taken in the national interests, and it 
was a wise use of power.” The eight 
MCA detainees include vice-president 
Chan Kit Chee, MCA Youth chief 
Datuk Yap Pian Hon and Youth vice- 
chairman Sen. Tan Chai Ho. 

The most senior government figure 


| arrested was from Gerakan: parliamen- 
| tary secretary Ong Tin Kim. His “of- 


— 


fence” is believed to have been at- 
tending the controversial multi-par- 
ty gathering on 11 October to pro- 
test the promotion of non—Mandarin 


speaking teachers in Chinese schools. 

All three Umno members arrested 
are on the executive committee of the 
ponera Umno Youth organisation, 

ey are Ibrahim Ali, from Kelantan, 
Fahmi Ibrahim, from Selangor, and 
Tajuddin Abdul Rahman, from Perak 
— all known rabble-rousers. But if their 
detention was designed to offset the ar- 
rests of Chinese politicians, their al- 
legiances may further muddy the politi- 
cal waters. The three are identified with 
Umno’s “Team B,” or supporters of 
Mahathir’s party opponents — former 
deputy prime minister Musa Hitam and 
former trade and industry minister 
Tunku Razaleigh Hamzah. 

Umno Youth leader, Youth and 
Sports Minister Datuk Seri Najib Tun 
Razak told the REVIEW he was con- 
cerned that the arrest of the Team B 
three might be exploited by Mahathir’s 
critics within Umno. “This might be 
seen as a Team A, Team B issue, and we 
don’t want that.” 

Cynics say some of 
the National Front politi- 
cians were included in 
the list in order to bal- 
ance out the arrests, to 
avoid the impression that 
the hammer was falling 
only on the opposition 
and the Chinese. Maha- 
thir has countered this 
theory by telling journal- 
ists the dramatic exercise 
was purely a police mat- 
ter, to neutralise mainly 
those who were whip- 
ping up racial tension. 
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more discouraged by what he saw 
heard in Kuala Lumpur. He said 
that the investor will ata decide to 
take his money elsewhere. “I think that 
this time Malaysia has gone too far,” 
said oa erreira. Any country 
that tries to lock u e o ition 
smacks of South peii A or Poe i$ 
If this is indicative of the prevailing 
attitude among Western ca export- 
ers, then ia will be in trouble as 


same period 
in - Roughly half of that fore: 
content (judging by the breakdown for 
1986), was proposed by companies from 
Western countries. o 


Some people in Chinese political cir- 
cles believe the government is clearly 
trying to break the back of the opposi- 
tion Democratic Action Party (DAP) 
by arresting its firebrand leader Lim Kit 
Siang and 15 of his party supporters. 
These include party lawyer Karpal 
Singh, P. Patto, a teacher from Ipoh, 
and Tan Seng Giaw, from Federal Ter- 
ritory — all senior members of the 
party. 

It seems likely that Lim at least may 
be cooling his heels under the Internal 
Security Act (ISA) for the long haul — 
not the first time he has found himself in 
jail — as under the ISA a detainee can 
be held for as long as two years after the 
initial 60 days’ police interrogation at 
the pleasure of the home minister — 
who is Mahathir. The detention order ic 
renewable after the first two years. | 
Lim is locked up for a long spell this 
may force the party to acquire new ta- 
lent or develop latent ones, which could 
in turn alter the DAP’s character. 

The arrests. of nine members of the 
other major opposition party, Party 
Islam (Pas), may have to be handled 
more delicately by the authorities, given 
the Islamic theocratic nature of the 

arty in predominantly 
uslim Malaysia. At least 
three of the nine have 
been held under the ISA 
before, and of these two 
— Kelantan Pas youth 
chief Bunyamin Yaacob 
and his Penang counter- 
part Mohamad Sabu— are 
considered up-and-com- 
ing second-echelon lead- 
ers known for their un- 
compromising demands 
for an Islamic state. 
— Suhaini Aznam 
and Rodney Tasker 
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A: Cathay Pacific, we know that a journey begins long before we welcome you 
on board. We also know that the better we prepare ourselves, both physically and mentally, 
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the better we'll be able to look after you during your flight. That’s why everything we do is 
designed with one aim in mind. To help you arrive in better shape. 





Arrive in better shape— 


CATHAY PACIFIC 


“We get more with IBM, and we can provide 
what the customer wants.” 


—— Mra Mahajan Finance Director, Hero Supe rmarkets, Jakata, ienes sia 
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© Increase profitability 

* Open more stores 

e Provide the freshest goods 

-e Offer the best prices 

e Maintain desired stock levels 


_ When Mrs. Nurhajati, finance director 
for Hero Supermarkets, started shopping 


~ for a computer company, the items above 


were at the top of her list. But like any 
> customer, she also wanted quality, service 





“We have to make sure every 

item is good and fresh and 

priced right, so we need IBM 
-to help us.” 





f and long-term value. She found 


: . everything she was looking for in one 
o place: IBM. 


one The Hero chain stocks more than 10,000 
different items, many of which they once 
had to store in large quantity. Today, a 
comprehensive computerisation plan 
developed with IBM is giving Hero 
immediate access to warehouse inventory 
levels. By tracking fast- and slow-moving 
items, they can place daily orders with 


suppliers to meet demand and avoid 


costly oversupply. 


We're not in the computer business 
We're in the results business 








“IBM computers always take — 
on the job. And if wehave __ 
any problem, we call them.” _ 





Hero’s long-term goal is to automate 
point-of-sale operations as well. IBM 
is helping plan a check-out system that ` 
will tally prices for customers as it 
records sales and inventory information _ 
for each store. Hero ultimately expects 
its IBM system to increase the rate of — 
stock turnover by up to 75%. 





“IBM gives us better control. 
It allows us to grow faster — 


it’s an investment.’ 





More cost-efficient management is is 
enabling Hero to grow faster and more 
profitably. Previously, it opened « one new 
store a year — next year it plans to open — 
four. Tighter inventory control lets Hero 
offer its customers lower prices and- 
fresher food. The IBM partnership 
gives Hero an edge in the competitive a 
retail business, and it has given Hero — 
shoppers better all-around service. me 
careful customer, Nurhajati can . 
appreciate both. 
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he Minolta 7000. 
The world’s best-selling and 
No.1 award-winning autofocus SLR. 


Minolta’s Hi-Tech autofocus technology that revolutionized SLR 
photography. Astonishing speed. Brilliant accuracy. Incredible 
ease of operation, even in flash photography. They're all 
convincing reasons why the Minolta 7000 is the number one 
choice worldwide, Isnt it time to take a firsthand look at the 
autofocus SLR that’s second to none? 
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| A no-confidence vote 


Former propaganda chief loses central committee pe 


By Robert Delfs in Peking ; g 
he departure of conservative ideo- 

_ B logue Deng Liqun from the Chinese 

< Communist Party's central committee 

-at the 13th national party congress was 

‘not planned, sources in Peking say. The 

72-year-old. former propaganda. chief 
had been slated to join the politburo. 

__ Some Hongkong-based Chinese-lan- 
guage newspapers had earlier reported 
that Chen Yun had insisted on Deng’s 
promotion as a condition of his stepping 
down from the politburo standing com- 
mittee. But party leaders decided Deng 
could not be retained as a candidate for 

the central committee after his poor 
showing in the preliminary vote. Deng 
was one of 10 candidates drawing the 
least number of votes, and some. be- 

lieve he received the lowest vote of 
allo 

o o This result seems to-signal a rejection 
by a significant proportion of the del- 
egates to the congress of the confronta- 
tional, neo-leftist . political style that 
Deng has come to represent, though 
personal animosities may have played a 
role in the vote. 

Many local party leaders apparently 
feel the party’s campaign against 
“bourgeois liberalisation” this year — in 
which Deng played a leading role — 
went too far, intimidating intellectu- 
als and damaging the party’s image in 
China and abroad: Deng. was also a 
major proponent of the 1983 campaign 
‘against “spiritual pollution” — a code 
phrase for Western culture. 

It is also claimed that the surprisingly 

“large vote for Peking party secretary Li 

liming — 1,944 of a possible 1,950 valid 

_ otes, one more. than :party General 

` Secretary Zhao Ziyang — was an indi- 

T rect snub to ae party co-secretary 

‘| Chen. Xitong, a close ally ‘of former 
~ politburo member Peng Zhen. = `= 

It is conceivable that these rumours 
could be serving propaganda aims. in 
supporting the idea that the party’s in- 
ternal ‘procedures have truly become 


more. democratic... Deng’s' respon- 


sibilities for overseeing propaganda and 
publications work im the party sec- 
-yetariat under the 12th party congress 
| were shifted to Hu Qili some time in 
_ mid-year: This seems inconsistent with 
| the idea that he was set for promotion to 
the politburo. : 
‘But part of Deng’s former strength 
was -the support ‘he enjoyed from 
paramount . Chinese leader. Deng 


Xiaoping, to whom he was: extremely) 
useful as an ideological hardliner, who | 





conservative wing of Deng Xiaoping’s. 
coalition. < 

More important, Deng Liqun made 
it easier for Deng Xiaoping to-fine-tune 
the. pace of liberalisation without di- 
rectly identifying himself with. hardline 
positions. Deng Xiaoping had only to 
slip Deng Liqun’s leash at times when 
he felt that liberalisation and relaxation 
were going too fast and then take credit 
as protector of the reforms after Deng 
Liqun, as he inevitably did, went too 
far. It may now be necessary to invent a 
new Deng Liqun if the old one is really 
gone from the political stage. 

The practice of nominating a larger 
number of candidates than the number 
of posts to be filled in final or prelimi- 
nary party elections is to become stan- 
dard under the revised party constitu- 
tion, but it is still not mandatory. 

Article 16 of the revised constitution 
now states that votes must be taken 


| when major issues are decided upon. In 


controversial cases where supporters of 
two opposing views are nearly equal in 
number, the decision should be post- 
poned to allow further investigation, 
discussion and another round of voting. 
The original wording of this section 
specified that deadlocks normally be re- 
ported to the next higher party organi- 
sation for a ruling, but now this option is 
reserved for special circumstances. 
T: most important structural change 
in’ the revised constitution con- 
cerns the secretariat, which is now de- 
fined as the working body of the polit- 
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| buro andits standing committee. Its mem- 
RSs ui à 













was nonetheless personally loyal and. |$ 


` thus;a check on more liberal party lead- MA% 
. ers and a source of reassurance to the |“ 





























is to make the secretariat more respon- 
sive to the politburo, eliminating what 
diplomat termed “the historical an 
maly of an alternate politburo.” Pre 
ously, the secretariat worked for t 
central committee under the dire 











ping’s plan w repla 
of the politburo standing commit 
Staffed with younger leaders, th 
retariat was intended to provide an 
ternate, more reformist leadin 
than the politburo itself, but it provi 
politically impossible to abolish the 
standing committee. te 
The secretariat thus evolved into a 
sort of second standing committee of © 
second-echelon younger party leaders 
which was subordinate to the five seni 
leaders of the standing com 
with heavier day-to-day tes; 
ties. But because it was C 
intended as a leading body ai 
directly by the central committee, it 
also a quasi-represéntative institutio 
with members linked to most of the key 
personal factions and networks. po 
Three of the four new standing com- 
mittee members — Li Peng, Hu Qili and 
Qiao Shi— are former secretariat me 
bers. The younger standing comi 
will be more active and represents ab 
ance of political forces. across a ni 
rower. political spectrum than 
decessor. ; : 
In its previous form, the, secretari 
posed potential problems as an alterna 
tive focus of power ina time of politica 
transition. Now reduced in size from: 
to four members, the secretariat : 
been made unambiguously subordinate 
to the politburo and thus is less likely to 
serve as a political base for a disside 
faction or leader. Beo 
Consistent with the decision to sepa 
rate the functions of party and state, tl 
party constitution now stipulates th 
leading party members’ groups will 
Jonger be formed in government depar 
ments, judicial or procuratorial o 
In enterprises -and 
“where the system of an adminis 
leader assuming full- responsib 
+] practised,” the role of the partycomm 
++ tee has been redefined, stressing that 
the party organisation should support 
administrative leaders in fully exer 
ing their powers but it retains the role of 
“guaranteeing and supervising” the im- 
plementation of party policy. pas 
This provision is intended to suppo 
the position of factory directors vis-a 
enterprise party committees and sec 
retaries, but it is less than a precise di 
lineation of their respective powers. 
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Kowtow to Peking 


| The Dalai Lama is refused a visa to attend a meeting 


| By Paisal Sricharatchanya in Bangkok 

; o frins in the context of Bangkok’s 

deepening ties with Peking, a Thai 

Government decision to ban the Dalai 
Lama — Tibet's spiritual leader, who 
lives in exile in India — from attendin 
an assembly of past Magsaysay Awar 
winners here should come as no sur- 
prise. But public criticism of the ban has 
| put into sharp focus the question of 
| whether the government is going too far 
| in anmoda China. 
= After a barrage of protests. by 
Buddhist groups and members of 
Bangkok’s intelligentsia, the issue is 
now scheduled to be debated in par- 
liament. On 5 November, Boonchu 
Rojanastien, chairman of the House of 
Representatives’ foreign affairs com- 
mittee and an opposition leader, sub- 
mitted a motion questioning the wisdom 


by the critics so far do not merit any re- 
consideration [of the ban],” a senior 
Foreign Ministry official said. 

The ministry's decision was based on 
the rationale that the Dalai Lama’s pre- 
sence here would do more harm than 
good. The Foreign Ministry official 
said: “Ata time when our relations with 
China are proceeding smoothly, why in- 
vite unnecessary hassles. Letting the 
Dalai Lama come here is 
tantamount to stepping 
on a heap of cow dung.” 

The critics were un- 
impressed by official 
explanations of the ban. 
Citing the fact that the 
Magsaysay event is non- 
ponien and that Thai- 

and is a predominantly 


nation or entity should not be allowed in 
Thailand.” 

Among other critics was Chuan 
Leekpai, the House speaker who is 
from the same pro-government party. 
He said the government could have 
asked the Dalai Lama to concentrate on 
religious matters. 

But in the view of foreign-policy 
planners, these arguments ignore the 
real implications of the issue. The plan- 
ners assert that the Dalai Lama’s religi- 
ous and political roles are indivisible. 

Also of particular concern to the au- 
thorities here is timing. The Thai Gov- 
ernment feared that, given that the 
Dalai Lama’s visit would have come in 
the wake of recent anti- 
Peking riots in Lhasa, 
Tibet's capital city, and 
his well-publicised US 
tour, his visit could well 
have resulted in some 
form of anti-China pub- 
licity. 

The Dalai Lama ac- 
cepted an invitation to 


of the government's decision and seek- | Buddhist country, they attend the Bangkok 
ing to overturn it. accused the government meeting but on condition 
It was uncertain whether parliament | of lacking independence that the Rockefeller 


would have time to act on the motion 
before the scheduled congregation of 
Magsaysay laureates on 12-14 No- 
vember. Sponsored by the Rockefel- 
ler Brothers Fund and billed as a major 
event commemorating the 30th anniver- 
sary of this prestigious Asian award, of 
which the Dalai Lama was a recipient, 
_ the affair is being attended by 92 of the 
121 past awardees still living. 

Even if the issue was debated in 
time, most analysts hold out little 
chance of the government yielding to 

the pressure. “The arguments put forth 


in the conduct of its own 
foreign policy and 
charged that the ban was 
a disgrace to Thailand’s 
dignity. 

Writing in the English-language 
daily newspaper Bangkok Post, Demo- 
crat Party MP Surin Pitsuwan noted: 
“The one-China policy is accepted by 
many countries . . . but it usually is rel- 
evant to the question of Taiwan and has 
nothing to do with the Dalai Lama as a 
Buddhist monk. If that is the argument 
[for the ban], then the [Bangkok-based] 


the activities of those detained were a legitimate 
civil rights “which should be defended and applauded in a 





Brothers Fund should 
help arrange his visa. 
Sources said the Thais 
consulted the Chinese 
nee et American 
group approached Bangkok, requestin 
thata vine be issued forthe Dala, Pema 
The request was rejected by mutual 
agreement between Bangkok and Pe- 
king. “Our interests happened to con- 
verge. The Chinese made no demand — 
they even thanked us for the courtesy of 
consulting them first,” a senior Thai 
source said. 


exercise of 





_ refused access to any Singaporean Government officials or 
| those in detention. The mission's report said that from in- P 
formation available to it, it had come to the conclusion that l 
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Bank Leu, in Zurich since 1755 
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Bank Leu, in Hong Kong since 1987. 


Since 1755, when Bank Leu 
was founded, many things 
have changed, in Switzerland 
and in the world of finance 
as well. However, one aspect 
hasn't changed: our commit- 
ment to worldwide presence 
and service. Therefore we 
opened this representative 
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office at 1705 Two Exchange 
Square, Hong Kong. The main 
objectives of our increased 
presence in Asia are to serve 
our clients in the pacific area 


better and to enhance business 
opportunities. Our representa- 
tive, Hans H. Spörri and his staft 
are pleased to welcome you in 
our new premises. 
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Bank Leu LTD, 

1705 Twò Exchange Square, 
8, Connaught Place, 

Hong Kong, 

tel. (00852) 5-810 7313. 
Head office: 
Bahnhofstrasse 32, PO. Box, 
CH-8022 Zurich, 

tel. (01) 219 1111. 









WE BELIEVE 
IN FREEDOM ~ 


- FREEDOM TO CLOSE 
MARKETS, RIG SURVEYS 






HONGKONG 


AND AVOID 
RESPONSIBILITIES ~n 





A matter of opinion 


Surprise as survey comes out against direct vote next year 


By Emily Lau in Hongkong 
| p Hongkong Government's report 

on its public opinion gathering exer- 
cise on development of representative 
government says its finding is that most 
people do not want direct elections to 
the Legislative Council (Legco) in 1988. 
This conclusion — prom tly challenged 
by pro-democracy lobbyists — was 
based on submissions to the govern- 
ment and the results of two public opin- 
ion polls commissioned by the adminis- 
tration. 

Although most Hongkong people 
have been psychologically prepared for 


the fact that there would be no direct 
elections next year, the findings still 
came as a surprise because the results of 
the government polls were widely at 
variance with those done by other sur- 
=r companies. Another unexpected re- 
sult was the selective method used to 
classify submissions, which democracy 
advocates alleged virtually amounted 
to counting those which were against 
direct elections and not those in fa- 
vour. 

On 4 November, the government re- 
leased the massive 4.5-kg report by the 
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survey Office, listing the public’s re- 


sponses on the role and composition of 
istrict boards, urban and regional 





councils and the composition of Legco. 
The Chinese Government was given a 
ropy of the report before it was released 
to Legco or the Hongkong public. 

The survey office, set up by Governor 
Sir David Wilson to collect and collate 
public opinion on a government consul- 
tative document — or green paper — on 
development of representative govern- 
ment published in May (REVIEW, 11 
June), received more than 131,000 sub- 
missions, 96% of which came from indi- 
viduals. Ninety-six per cent of the sub- 
missions were on the question of direct 
elections. Chief Secretary David Ford 
said the magnitude of the response “far 
exceeded that in any previous public 
consultation exercise.” There were only 
364 submissions on the 1984 green 
paper on representative government 
and 2,727 on the Sino-British joint dec- 
laration on the future of ong ong. 

The report showed that 39,000 po 
ple favoured direct elections in 1988 
while 94,000 did not. But though re- 
sponses were said to come from “indi- 
viduals,” almost 70,000 of the submis- 
sions on this topic were identical printed 
letters, 90% of which opposed. direct 
elections. Of these, the biggest number 
— 22,722 — came from the communist- 
controlled a Federation of 
Trade Unions. The Stock Exchange of 
Hong Kong also sent in 900 pre-printed 
letters opposing direct elections before 
1997, when China resumes sovereignty. 

The survey office commissioner, 
Adolf Hsu, treated the identical letters 
as proper submissions but did not count 
as submissions more than 230,000 
names, supported by identity card 
numbers, gathered in a signature cam- 



































‘Lies ... and surveys’ 





Pollsters criticise methodology of election poll 


Te controversy over the Hongkong 


Government’s survey office report 
was mainly centred on the question- 
naire on-direct elections to the Legisla- 
tive Council (Legco, the lawmaking 
body) in two opinion polls conducted by 
independent market research company 
AGB McNair Hong Kong. Profession- 
als in other market research companies 
said that section was flawed and the 
findings unreliable because of serious 
mistakes in methodology. 

K. N. Tang, managing director of 
Survey Research Hongkong, and Chris- 
topher Minter, managing director of 
Executive Surveys, both said the AGB 
McNair polls were on the whole profes- 
sionally done, the samples were repre- 
sentative and interviews were accurate. 
But they questioned the impartiality 


and objectivity of the section on direct 
elections, saying they contained several 
significant errors. 

Tang said the questionnaire only 
contained an indirect question on direct 
elections and it was only “a sub-opinion 
of an opinion.” He said such a design 
ensured that support for direct elections 
in 1988 would not be accurately re- 
flected because only those who chose 
Opinion 4 were given a chance to ans- 
wer specific questions on direct elec- 
tions. 

Minter said it was wrong for AGB 
McNair to deny the 17% and 16% of re- 
spondents in the two polls who chose 
Opinion 1 — that is, “to make no 
change in the number and relative pro- 
portions of official, appointed and 
elected members” — the chance to ans- 
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| volved in the government operation — 


: pany, which showed only between 12% 


the survey office with submissions. The 


change. He also argued that since the 


_ cause they combined the timing of 


paign. in support of; direct elections: 

Pro-direct election Legco member 
"Szeto Wah argued that’ had the 230,000 
names been counted, the number of 
people supporting direct elections 
would be in a clear majority. K. N. 
- Tang, managing director of Survey Re- 
search Hongkong — which was not in- 


said neither the pre-printed letters nor 
_ the signature campaigns should have | 
been counted as voluntary submissions 
because they were “organised.” | 
The. survey office report also con- 
tained results of two opinion polls con- 
ducted by AGB McNair Hongkong Ltd, 
an independent market research com- 


and 15% support før direct elections in 
1988. Polls conducted by three other 
market research companies have shown 
support of between 41% and 62%. 





oO” possible reason for the discre- 
pancy was that, unlike other survey 
companies, AGB McNair did not put a 
“simple “yes” or “no” “question. on sup- 
port for direct élections in 1988 to the 
respondents. Instead it was only a sub- 
option to an option. Conversely, the 
question that there should be no direct 
elections was asked in different ways 
three times. Because of the way in 
“which the sas ort were phrased, a 
“significant 40-45% of the respondents in 
| the McNair polls were listed as various 
‘forms of “don’t know.” 

In the past few months, communist 
and pro-Peking organisations and indi- 
viduals have been ‘mobilised to inundate 


director of the official Xinhua news- 
agency Hongkong branch, Xu Jiatun, 
| Peking’s chief representative here, was 





reported to have said he could raise 


Many of the pie pane bettie said, 


with remarkable uniformity, that major- 


political reforms must “converge” with 
the Basic Law — the mini constitution 
for the territory after 1997 now being 
drafted by China — which is the official 
Peking stand. They opposed direct elec- 
tions in 1988, the governor’s withdrawal 
from the. position of president of Legco 


RESULTS OF THE TWO SURVEYS COMMISSIONED BY THE SURVEY OFFICE: 


Options related to the composition of Legco 
























highest policymaking body) will 
mine. the report and make reco 
mendations to London, while Wilson 
will discuss it in Peking in December. A 
white paper (policy document) will be 
published next February. 
Pro-democracy Legco members and 
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k To conclude that direct elections to the Legislative Council are not desirable 
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should not be introduced in 1988 see 


To conclude that, in principle, some some element of direct elections is 











re 1f changes are desirable in 1988, it will be possible 
| Appointed 
| _directiy elected Members $ 








ato make one or more of the ¢ 
f changes, e.g. increase slightly the number of Official Members, reduce the number of | 
ed Members; increase the number of indirectly elected Members orhave ©- | 








p3 | 5; Bon'tknowine opinion 








| 6. Don't understand the options 
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Options of changing the composition of Legco 













E [E To increase slightly the number of Oficial Members, 








2. | 2. Toreduce the number of Appointed Members 








3. “a, Toincrease the number of Members elected by the functional constituencies 








4, “4. To increase the number of Members elected by the electoral college 
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6. a car ine deciona olaga oom whical 
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wer subsequent questions on direct 
“elections because people who chose this 
opinion might have wanted to replace 
‘the indirectly elected members with di- 
rectly elected members. Due to this key 
error alone, Minter said, the findings 
were unreprèsentative., aa 










pe, Chief Seet. Joh. Chan 
conceded that Option 1, taken on its _ 
own, did not-exclude direct elections, 
but said it was logical to assume that 
those who:chose Opinion 1 wanted no ` 


respondents have read all the four opin- 
ions, those who wanted direct elections 
would have chosen Opinion 4. He ad- 
mitted that the wording of Opinion 1 
could be improved and said it was the- 
- fault of that part of the green paper on 
représentative government, which was 
“badly worded.” 

Tang criticised the questions on di- 





rect elections for being confusing be- 





























elections, the need to have or not 
to have changes, the principle that 
direct elections are not desirable 
and the proportion and numbers of the 
different ‘categories of Legco mem- 
bers. 

“That was either a serious technical 
mistake in design, or they [AGB 
| McNair] were deliberately trying to be 
_ confusing,” said Tang. He said sucha 
design of questions breached a key prin- 


ciple of market research, which is to ask 


a simple question on a specific topic. 
Minter said the questions were designed 
“to deliberately obfuscate a very com- 
plex issue. 

AGB McNair has defended the 
questionnaire by saying it had stuck 
faithfully to options outlined by the 
government in the green paper. But 


Tang argued that if AGB McNair felt | 
| Legco and the lowering of the vo’ 


that the issues raised in the green paper 
were confusing, it has the biat ot to 
sort them out and present them clearly. 
Both Minter and Tang criticised the 












“loaded” i ( 
McNair polls a ed uestions on direct 
elections. They said f. 

demanded that a stra 

tion in support of direct el 

in addition to the other: negative q 
tions. 

Minter also ‘criticised AGB McNa 
for not improving the questions a 
they had discovered, in the first: 
that 40% of the respondents eit 
answered “don't know” or. “dont 
understand.” In the second poll, the 
number increased to 45%. 

Controversy over the question of di- 
rect elections arose because it .was the 
only section of the AGB McNair polls 
which was at variance with polls con- 
ducted by other companies: Findings of 
the AGB McNair pole on the composi- 
tion of district boards, the presidency of 





ing age to 18 were similar to those 
carried out by other companies. 
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Since it was founded in 
1946, the Far Eastern Eco- 
nomic Review has been 
dedicated to the indepth, 
authoritative analysis of 
the political, economic and 
financial affairs of every 
single country in the Asia/ 
Pacific region. Boasting a 
staff of over 40 full-time 
correspondents and jour- 
nalists located in every 
country in the region, the 
Review is considered to be 
the leading publication on 
Asian affairs in the world 
and deemed essential 
reading for senior execu- 
tives in business, banking, 
government and the pro- 
fessions. 


Over 85% of the Re- 
view’s circulation is on pre- 
paid subscritpion, and a 
new survey of Review sub- 
scribers has just been com- 
pleted by International Re- 
search Associates (HK) Ltd. 


Review subscribers are 
primarily top management 
individuals who travel fre- 
quently, make key deci- 
sions for their companies 
and wield enormous pur- 
chasing power. 


For a complete copy of 
the Review Subscriber 
Study 1986 please write 
on your company’s letter- 
head to: 











































Ms Elaine Goodwin 
General Sales Manager 

Far Eastern Economic Review 
GPO Box 160 


Hongkong 







or any one of our sales offices worldwide. 


res 
political groups have reacted to the re- 
port with shock and dismay, castigating 
the government for allegedly trying to 
ingratiate itself with Peking. But there 
were few signs of public concern or even 


-| interest, with attention still riveted on 


the ailing stockmarket. Observers feel 
that the vast majority took little interest 
in the survey, doubting that the British 
or Chinese governments would take 
their wishes into account. 

The survey has shown the failure of 
the pro-democracy lobby to mobilise 
support and to anticipate that the signa- 
ture campaign would not be regarded as 





proper submissions. Angry political ac- 
tivists are planning to march to Govern- 
ment House on 15 November and may 
send delegations to London and Peking 
to continue their lobby. 

Legco member Martin Lee said 
many Hongkong people believed the re- 
sult of the two surveys was what Britain 
and China wanted, “for that would 
spare the British Government of having 
to confront China over an extremely 
sensitive political issue.” Fellow coun- 
cillor Pang Chun-hoi denounced the 
whole exercise as a “scheme of decep- 
tion.” 





PHILIPPINES 


Basis for the bases 


Manglapus tours Asean seeking support for US presence 


By James Clad in Manila 
te the final weeks before December's 
scheduled Asean summit in Manila, 
Foreign Secretary Raul Manglapus is 
striving for what he calls the region's 
“consensus” on US military bases in the 
Philippines. Manglapus returned home 
on 7 November after a four-day journey 
to Thailand, Malaysia and Singapore, 
the first of a two-part swing through the 
region during November. 

His first trip abroad since taking over 
as President Corazon Aquino’s foreign 
secretary in October, took him to 
Bangkok on 4 November and to Kuala 
Lumpur and Singapore on consecutive 
days. The 69-year-old Manglapus faced 
two challenges during his quick trip: to 
reassure his hosts about alot arrange- 
ments for the 14-16 December summit, 
given military rebelliousness this year 
plus intensified sabotage by communist 
rebels, and to explain his call for reduc- 
ing what he calls “regional ambiva- 
lence” about five US bases here, includ- 
ing naval and air facilities covering 
100,000 ha in Luzon. 

Manglapus wants an Asean accep- 
tance of “shared responsibility” for the 
bases. If the bases act as a regional secu- 
rity stabiliser as the US claims, why, 
Manglapus asks, should the Philippines 
“take all the risks” while others get the 
benefits cost-free? 

Publicly the Thais seemed most ob- 
liging towards the Manglapus thesis. A 
Foreign Minist 
kok implicitly linked the bases to a 


spokesman in Bang- |% 


Minister Datuk Seri Mahathir Moha- 
mad took the same, cautious line. In- 
donesia is thought unlikely to welcome 
the suggestion. 

On his return Manglapus expand- 
ed on his ideas. US public posi- 
tion papers “categorically state that 
non-communist Southeast Asia and 
China definitely want the bases to stay,” 
he said on 10 November, though any 
withdrawal by the Soviet Union from its 
Vietnam position “would fly in the face” 
of the US rationale for the bases. But it 
was necessary to sound out the regional 
countries themselves, he said. 

However, if the US-bases agreement 
is extended beyond its current expiry 
date of 1991, the new Philippine Con- 
stitution would apply. which contains a 


clause that “the Philippines, consistent 


with the national interest, adopts and 
pursues a policy of freedom from nu- 
clear weapons in its territory.” 


need to counter “the Soviet Unions | T 


military bases in Da Nang, in Kampong 
Som and elsewhere in Indochina 
[which] could be a threat to the security 
of the region.” 

By contrast, Mic sax joint state- 
ment with Singapore’s Foreign Minister 
S. Dhanabalan merely noted Singa- 
pore’s “willingness to consider sugges- 
tions” about an Asean regan respon- 
sibility for the bases. M 


aysia’s Prime 
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MORE THAN 10°000 HOURS 
TO DEVELOP 



















The political group Hongkong Af- 
fairs Society accused the survey office of 
“vote rigging” and said the government 
had acted like former Philippine presi- 
dent Ferdinand Marcos, by only count- 
ing votes it liked. The society described 
the survey office exercise as a farce and 
an insult to the dignity and intelligence 
of the Hongkong people. In the process, 
the government had completely lost its 


THIS MASTERPIECE 


og alg it said. 

ord, however, insisted the report 
was fair and ruled out demands for a re- 
ferendum on the question of direct elec- 
tions. 





The Philippine senate has received 
two bills, both of which provide penal- 
ties, to ensure that there will be “no nu- 
clear material on Philippine soil.” Man- 
glapus said that “a continuation of the 

ases without nuclear arms is one of | 
[our] options.” 

The recent killings of US servicemen 
outside Clark Air Field (REVIEW, 12 
Nov.) could badly upset the atmosphere 
of the impending base treaty renewal 
negotiations, scheduled to start next 
year. Manglapus seemed intent on play- 
ing down the impact of those deaths and 
no formal statement has come from the 
peie about the killings because, 

e said, “a reassurance would be like 
admitting that we cannot guarantee 
their safety.” 

The killings are thought almost cer- 
tainly to have been carried out by the 
communist New People's Army (NPA), 
though it seems likely also that the 
“wrong” type of victim was selected by 
the local NPA unit. However, on 6 No- 
vember the communist-dominated Na- 
tional Democratic Front reinforced the 
impact of the killings with a statement 
that it would treat US personnel involved 
in what it calls the “total-war” strategy 
against the insurgency, whether civilian or IB 
military, as legitimate targets. oO 735 
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-INDOCHINA 


Fighting a phantom army 


Laos claims to have eliminated a mysterious resistance force 


By Paisal Sricharatchanya in Bangkok 
M ystery shrouds a recent Radio Laos 
report which said Lao security 
forces defeated a 200-strong Vietnam- 
ese resistance force that was on its 
way to infiltrate southern Vietnam. 
Bangkok-based diplomatic and intelli- 
gence sources believe the incident did 
occur, but none could offer any inde- 
peen verification of details of the 
ghting, said to have taken place in July 
and August in the southern Lao pro- 
vince of Saravane. 

What has baffled Indochina watch- 
ers here is the long delay between the in- 
cident and the 27 October broadcast, 
and the absence of follow-up announce- 
ments. Some 104 of the Vietnamese 

guerillas were killed and 65 others ca 
tured in 23 running battles during 12-29 
ay, the radio report said. 

e report said the guerillas first en- 
tered Champassak province in southern 
Laos in December 1986 but were “inter- 
cepted and repulsed.” They entered 
Laos again from Thailand on 12 July but 
were not immediately identified be- 
cause “their uniforms, equipment and 
identity cards were similar to ours,” the 
report said. “They planned to cut 
through Saravane and Sekong pro- 

_vinces to enter the Socialist Republic of 
Vietnam in Quang Nam-Da Nang pro- 
vince to set up a resistance base,” Radio 
Laos added. 

_ A large assortment of arms and 
equipment was seized following the Au- 

_ gust clashes, including flags, gold bars, 

_ radio transmitters, binoculars, cameras 

and en the radio report said. 

A reference that the group was guided 

by “exiled Lao elements” prompted 
speculation here that the group’s where- 
abouts might have been exposed by the 

Lao resistance, a poorly organised 

movement plagued with rival splinter 
groups — some of which are understood 
to be infiltrated by communists. 

Although Radio Laos referred to the 
Vietnamese exiles as belonging to the 
Que Minh (Our Home) movement, 
sources here said they are actually mem- 
bers of the self-proclaimed National 
United Front for the Liberation of 
Vietnam (NUFLVN), described as the 
largest and best organised among an 
| odd collection of resistance groups 

- with headquarters in the US and West- 
ern Europe. The NUFLVN is said to 
enjoy particularly strong support 
- among Vietnamese expatriates on the 
__US West Coast and in Japan. 

The Vientiane broadcast identified 
the guerillas’ leader, who the report said 


was killed in the fighting, as Brig.-Gen. 
Houang Qu Vinh, 


the person referred to is actually Rear- 
Adm..Hoang Co Minh, the soft-spoken 
but charismatic NUFLVN chairman 
who used to command South Vietnam- 
ese troops in the Mekong Delta area 
prior to the 1975 communist victory. He 
first fled to the Philippines after the fall 
of Saigon, now Ho Chi Minh City, and 
later to the US. In the US he is said to 
have maintained contact on a private 
basis with some senior Pentagon offi- 
cers, whom he had known in the Viet- 
nam War. 

Whether Minh is really dead remains 
unclear. A source here, who has been in 
contact with Minh for several years and 
last saw him in January, expressed anxi- 
ety over the long interval without com- 
munication. Minh paid a well-publi- 
cised visit to Tokyo in June 1982, when 
he met members of Japan's Liberal 
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Democratic and Democratic Socialist 

arties. However, a subsequent trip to 

uth Korea was low-key as he was bar- 
red from meeting the press there. 

NUFLVN literature and sources 
familiar with the group's activities sa 
the organisation was formed in April 
1980, marking the fifth anniversary of 
Saigon’s fall to the communists. In 
March 1982, at a jungle base believed to 
be in Champassak, the NUFLVN de- 
clared a seven-point political program- 
me which, among other things, calls for 
the demise of Vietnam’s ruling com- 
munist regime and the expulsion of the 
Soviet military presence. 

Although active since 1981-82, the 
guerillas are said to have concentrated 
on political works while avoiding any 
military engagement with the Vietnam- 


sources here said | ese. A mobile radio station started 
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resistance base camp in southern Laos. 


beaming anti-Hanoi propaganda from 
southern Laos in 1983 while some 
trained cadres, drawn from Vietnamese 
exiles who have fled the country since 
1975, are understood to have infiltrated 
and set up resistance cells in Ho Chi 
Minh City sincé last year. 

The group has reportedly received 
arms assistance from the Khmer Rouge, 
a peculiar but understandable connection 
in the light of both groups’ identifica- 
tion of Hanoi as the common enemy. Its 
political programme states in part: “On 
the road to the liberation of the father- 
land, the NUFLVN proposes to coordi- 
nate action with the Kampuchean and 
Laotian peoples in order to fight the 
common enemies. . .” 

Believed to number only in the hun- 
dreds, the NUFLVN guerilla force is 
generally discounted by Indochina 
watchers as a minor irritant which poses 
no serious security threat to Vietnam. 
But judging from a number of well-pub- 
licised court trials the Vietnamese have 
held in recent years involving members 
of other resistance groups, Hanoi appa- 
rently views the problem as serious. 

An unconfirmed report circulating in 
Bangkok suggests that those who were 





captured in the recent clashes may soon 
be put on trial in Ho Chi Minh City as 
part of an international pan blitz 
expected to coincide with Hanoi’s an- 
nual Vietnamese “troops withdrawal” 
from Cambodia. 

News reports have said some of 
those killed and captured are nat- 
uralised US and Australian citizens, 
but this cannot be verified. US Ambas- 
sador to Bangkok William Brown has 
denied any US Government connection 
with “such a private foray.” Addressin 
a press conference during a Bangko 
visit on 4 November, Michael Arma- 
cost, US under secretary of state for po- 
litical affairs, said: “Surely, we have 
provided no support and know nothin 
about it.” The Thais have also denie 
any knowledge of the Lao allega- 
tions. : Oo 








PICTURE YOURSELF IN THE SQUARE 


Exchange Square is the most significant office development ever undertaken in Asia. 
It’s a magnificent three-tower complex. Clad in Spanish rose granite, 
American glass and West German stainless steel. 
1.55 million square feet of space on the last remaining waterfront site in the 
Core Central business district of Hong Kong. 
Home of Hong Kong’s Stock Exchange. With a tenant list that reads like the Fortune 500. 
Superb facilities including integrated telecommunications and data systems. 
One and Two Exchange Square are already fully leased. But Three Exchange Square 
will be ready for occupation early 1988. 
If you'd like to take a closer look at the Square, now’s the time to do it. 
After all, it pays to address yourself properly. 


For leasing information, please contact: 
Hongkong Land (tel: 5-8428288, telex: HX75102) or 
Jones Lang Wootton (tel: 5-217171, telex: HX74247). 
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A HIGHER STANDARD: 
ALL NEW COROLLAS NOW COME WITH 
TOYOTA MULTI-VALVE ENGINES. 





Here is a blend of elegance and performance usually found only in 
big, luxury cars. That's because Toyota believes everyone should 
enjoy the newest automotive advancements. And the latest example 


of this thinking is the all-new Corolla. It has an elegantly rounded 
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shape to be proud of. And the high output and efficient multi-valve 
engine in all Corollas puts their performance in far better shape 
Expand your driving experience to new horizons with the all-new 
Corolla Toyota — World's No. 1 producer of multi-valve engines 








A BANK THAT SPANS THE 
LENGTH AND BREADTH 
OF THE WORLD'S MOST 

DYNAMIC REGION. 


The Pacific basin. 

A shoreline over 50,000 miles in length. 

Encompassing both the massive economic strength of 
Japan and the USA, and many of the world’s fastest- 
developing markets. 

Today it's the arena for over half the world’s trade. 
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And today as for many years, it's home ground for 
Standard Chartered Bank. 

Standard Chartered opened for business in Hong Kong 
as long ago as 1859 — so that now, Standard Chartered’s 
reputation for experience throughout the Far East is 
matched only by a reputation for dynamism and innovation. 

Union Bank, one of the leading business banks in 
California and part of the Standard Chartered Group, 
offers the services of a long-established network in North 
America. 

And after many years of involvement in Australia, 
Standard Chartered introduced a full banking service on 
receiving government approval in 1986. 

The result is a geographical spread, of some 250 
branches in 13 countries around the Pacific basin, which 
is the envy of many banks now scrambling for footholds in 
the region. 

And also, a depth of experience of the greatest potential 
value to international business. 

From acceptance credits to zero-cost options, Standard 
Chartered has the services, the people and the information 
technology to help you to do better business throughout 
the Pacific region. 

And, indeed, in more than sixty countries around the 
world. 

To find out more about a bank which is single mindedly 
committed to the use of its massive resources to meet its 
customers’ needs better, contact your nearest branch. 


Standard % Chartered 
STRENGTH IN DEPTH ACROSS THE WORLD. 


STANDARD CHARTERED BANK, HEAD OFFICE: 38 BISHOPSGATE, LONDON EC2N 4DE 





SOUTH ASIA 


Smoothed-over summit 


Saarc remains under the shadow of Indo-Pakistani tensions 


By Salamat Ali in Kathmandu 


he South Asian Association for Re- 

gional Cooperation (Saarc) con- 
gratulated itself on having marked an 
era of promoting peace and progress in 
the region with its recent summit in 
Kathmandu. However, the tensions be- 
tween India and Pakistan and the uncer- 
tainties in Sri Lanka dominated the be- 
hind-the-scenes talks at the meeting. 

The only concrete achievements of 
the 2-4 November summit were a con- 
vention to control terrorism and the 
apemon to create a regional reserve 
of food stocks. Informal consultations 
before and during the summit showed 
up differences within Saarc. 

Host Nepal, whose King Birendra is 
to be the Saarc chairman until the next 
summit in Colombo at the end of 1988, 
was embarrassed when India sought a 
favourable mention of the continuing 
presence of its peace-keeping force in 
Sri Lanka. In early June, a Se India 
air-dropped relief 3 So to the Jaffna 
peninsula — thus violating Sri Lankan 
air space — Kathmandu had launched a 
scathing attack on New Delhi. But after 
the 29 July Indo-Sri Lankan peace 
accord, Nepal supported the induction 














of the Indian troops to restore order 
there. Nepalese opposition parties put 
Kathmandu in an unenviable position 
by deriding the obvious volte face. 


At the October Commonwealth 
summit in Vancouver, Indian Prime 
Minister Rajiv Gandhi had already 
lined up support on the issue from pre- 
sidents Maumoon Abdul Gayoom of 


the Maldives and H. M. Ershad of Ban- 
gladesh. But in the event, Bhutanese 
King Jigme Singye Wangchuk was the 
only participant at Kathmandu openly 
to oblige New Delhi on the Sri Lankan 
issue in his speech. 

Saarc members heaved a sigh of re- 
lief when Pakistan made it clear that it 
would not make any adverse reference 
to Indian troops in Sri Lanka out of de- 
ference to Colombo’s wishes. However, 


'| Pakistan refused to support the move, 


dashing India’s hopes of a Saarc state- 
ment on Sri Lanka. Under the Saare 
charter all the organisation’s decisions 
have to be unanimous. 

The next contentious issue was Af- 
peas application for Saarc mem- 

rship, which was unacceptable to 
Pakistan. The Saarc secretariat spokes- 
man, a Nepalese diplomat, provided a 
way out by denying the existence of a 
formal application. The official denial 
was a deliberate device to avoid embar- 
rassment to Kabul and not force the re- 
luctant Saarc members to take a posi- 
tion on the issue. 

But as Zain Noorani, Pakistan’s 
minister of state for foreign affairs told 
the REVIEW, his delegation decided to 
“take the bull by the horns.” He men- 
tioned Kabul’s application in his speech 
and argued that while there could be no 
objection to the admission of Afghanis- 
tan as a nation, the country, being cur- 
rently under Soviet occupation, could 
hardly qualify. 

On its part, India lobbied hard for 








Hands across the region 


Joint South Asian projects make a start 


$ Se widely held view among ob- 
servers is that there is too little co- 
»peration among the seven members of 
Jaarc. But Nepal’s King Birendra and 
the Saarc Secretary-General Abul Ehsan 
believe that in the three years of its exis- 
tence, the body has developed a clearly 
identifiable South Asian perspective. 
Ehsan points out that in 1986 as 
many as 180 meetings were held under 
Saare auspicies. According to him, 


of each member state have 
come to know personally their counter- 
parts and developed a greater aware- 
oe A eof this’ yon mpul- 
ures, ways o co! 
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even in the most innocuous field of co- 
operation, only political goodwill can 
achieve progress. 
Ehsan argues that the seven Saarc 
heads of government have helped 


poe the gaps on many issues and have 
acted promptly to achieve compromises 
on contentious issues. They intervened 


to conclude the convention on ter- 





rorism, which had bogged down for sev- 
eral months at ministerial-level meet- 
ings. All that is required now is its ratifi- 
cation by member states, amendment of 
relevant laws in each country and sign- 
ing of bilateral treaties between govern- 
ments for the extradition of terrorists. 
Similarly, it was the intervention 
from the top that bridged the gap on the 
issue of environment through an agree- 
ment to study the causes and conse- 


a, the local expertise 


ise to 
of re- 


Further, the Saarc summit also con- 
cluded a food convention obliging 
member states to maintain jointly 
foodgrain stocks totalling 200,000 ton- 
nes for use in emergencies. These stocks 
will be in addition to the national re- 
serves and are to be supplied to needy 





fellow members on bilaterally agreed 
terms. In emergencies, these stocks can 
be withdrawn for domestic consump- 
tion but such withdrawals have to be 


notified to all other members. 
Other joint deals being im- 
plemented include direct air and tele- 


rangements for group tours in the re- 
gion are to begin soon. Saarc tourists 
travelling within the region will pay only 
half the normal airfare if touching more 
than two Saarc ee pe yey re 
foreign ex or travel within 
region is ta be wa Sa by the grant of 
an additional US$400 per traveller. 
Member countries have agreed to re- 
view visa procedures. 

Ehsan argues that the Saare pro- 
grammes would revive gradually re- 
gional links which have atrophied since 
the partition of the Subcontinent in 
1947. A more realistic appraisal comes 
from former Nepalese prime minister 
Surya Bahadur Thapa who told the 
Review: “Granted that Saarc is far 
from tapping its full potential. But what 
is the alternative? It is in everyone’s in- 
terest, especially of India’s neighbours, 
that all the seven keep talking, because 
the alternative is even worse.” 

— Salamat Ali 
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| Kabul's à ara ; ing 
| that Afghanistan all the at- 
| tributes of a sovereign nation, 
| was a member of the UN and 
| that its form of government was 
| not relevant to the issue at hand. 













The Indian stance was opposed 
| by the other six members. 
Foreign ministers of Bhutan and 
Bangladesh unmistakably voic- 
oh their opposition on Nepalese 








| But finally India scored a 
point by saying that the Saarc 
charter confined its membership 
| to the seven founding members 
alone and that further provision 
needed to be made for potential 
| members like Burma and for 
| guest and observer status for 
| -Other countries and regional or- 
anisations such as the EC. 
akistan, whose Prime Minister 
_ Mohammed Khan Junejo had called in 
a speech for a Saarc linkage with Asean, 
agreed to a committee examining the 
_ issue and reporting to the next summit. 
| But according to Noorani, this agree- 
ment came only after an affirmative ans- 
= wer to his question whether the issue of 
_ Afghanistan's apelore was over. 
"F panies jobbied for cooperation 
| in the development of water resources 
| of the Himalayas. India argued that as 
| the matter did not concern all the 
| member states, it could not become a 
 Saarc subject. Later, when Gandhi in 
E 
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his speech dwelt at length on natural dis- 
asters, Bangladesh changed its tack and 
began emphasising cooperation in the 
“management of floods and drought.” 
After top-level consultations on 3 
November, a study on the causes and 
consequences of natural disasters was 
announced. 

Nepal and Bangladesh had cause to 
be happy on Dhaka’s proposal for “a 
multisectoral regional investment in- 
stitution” like the Asian Development 
Bank. This proposal met stiff resistance 
from India which feared external econo- 


| Kim off the starting block 


| The opposition RDP nominates Kim Young Sam for president 


| By John McBeth in Seoul 
Tr last time South Korean opposi- 
tion leader Kim Young Sam turned 
up at a party convention called to con- 
firm the nomination of a presidential 
candidate, he carried his acceptance 
speech in his pocket. He never got to 
read it. In a stunning turnaround to 
| what Opposition party elders had de- 
_ creed, rival candidate Kim Dae Jung 
_ Stole the nomination by appealing di- 
oe to delegates on the floor. - 
| at was in 1971. On a cold, damp 
_ morning 16 years later, Kim Young Sam 
| was finally able to deliver his speech — 
_ and copies were even handed out be- 
_ forehand. His 9 November nomination 
| was a fait accompli. As president of the 
| six-month-old Reunification Democra- 
| tic Party (RDP) he had declared his can- 
| didacy four weeks earlier, when talks 
| with Kim Dae Jung over a single opposi- 
| tion candidacy finally broke down. 
| — Atits inaugural convention in May, 
| the RDP was forced to use a cramped 
| venue and there was an intimidating 
| turn-out of riot policemen and security 
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agents. Now, in a reflection of the extra- 
ordinary political changes that have 
taken place since the running street bat- 
tles between militant students and the 
authorities in June, there were only traf- 
fic policemen in sight, and the party had 
the use of the much larger Sejong Cul- 
tural Centre annex on one of doao 
Seoul’s main boulevards. 
Three days later, the same site was to 
the scene of another opposition 
convention — for Kim Dae Jung’s 
Peace and Democracy Party, formed 
after the long-time dissident rejected 
Kim Young Sam's challenge to a vote 
showdown in the RDP, where the chips 
were stacked against him, and decided 
to go it alone. The split is widely seen to 
have improved the chances of ruling 
Democratic Justice age (DJP) candi- 
date Roh Tae Woo in the presidential 
election, which tipsters are now predict- 
ing will be held on 16 December. 
Kim Dae Jung has continued to say 
in private that he might be prepared to 
step aside at the last minute if his candi- 
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mic domination of the region 
through Saarc’s backdoor. Sup- 
ported by others, Bangladesh 
succeeded in securing Indian 
consent for a study on financing 
regional institutions. While the 
study will not refer to extra-re- 
gional investment, some believe 
it would at least identify the pro- 
jects for which regional funding 
is either unavailable or in- 
adequate. 

Although almost all member 
countries except Pakistan em- 
phasise cooperation to promote 
economic integration of the re- 
gion through trade and industry, 
any breakthrough in this field 
seems a distant goal. Noorani 
emphasised that Pakistan could 
not accept economic collabora- 
tion with India because of re- 
strictive Indian import regula- 
tions. Besides, economic cooperation 
could not precede political normalisa- 
tion, he added. 


Fs Stas issue On which there could 

no compromise was Pakistan’s 
proposal for a South Asian treaty ban- 
ning nuclear weapons. The Kathmandu 
declaration mentioned the intention 
of the seven signatories to contribute 
in halting the nuclear arms race and 
eliminating . nuclear weapons. The 
Bhutanese king argued in his speech 
that the Saarc members could not 


dacy makes the difference between Kim 
Young Sam minning or losing. But in 
going to the point of actually forming a 
party he has conveyed the distinct im- 
pression that he intends testing his 
popularity right down to the ballot box. 

Given the one-month period allowed 
for official campaigning, an announce- 
ment on the election date seems im- 
minent. A recent poll indicated that 
nearly 60% of the electorate may have 
already made up its mind which way it 
will vote in an election muddied by such 
complicating factors as regionalism, in- 
come distribution and the extent to 
which South Koreans — particularly in 
the dominant 20-40 age group — simply 
want to be rid of a military-tainted re- 
gime. 


hat audience, not surprisingly, has 

been Kim Young Sam’s favourite 
target. Accepting what he called “your 
mandate to terminate military rule and 
complete the revolution for dethoctati- 
sation” — a phrase he used on several 
occasions during his speech — the 59- 
year-old politician told the RDP con- 
vention: “We will take charge of laying 
the cornerstone of democracy, remov- 
ing the old decayed soil there.” 

- Among those on the balcony of the 
sometime movie theatre was US Am- 
bassador James Lilley, whose presence 
was designed to ena Washington's im- 
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‘|> preach on the ts ithout forgoing the 
option themselves. India countered that 
nuclear weapons. were a global rather 
than a regional issue and said there | 
should be nuclear disarmament on a 
global basis. 

Although the six hours of informal 
talks among.the seven summit leaders 
on 3 November were said to be marked 
by forthrightness and mutual cordiality, 
| the outcome did not indicate any lessen- 
ing of mutual suspicions. India re- 
mained as wary as ever of the six neigh- 
bours ganging up against it. In their 
turn, the six ‘were as ready to manipu- 
late each other and India, depending on 
their national interests in any particular 
issue. What is seen by India as. Pakis- 
tan’s impudence in obstructing India’s 
presumed regional role is considered by 
0 others to be a welcome relief, though | 
~ each one of them remains wary of being 
~ seen as too close to Pakistan. l 
` -Although other members were loath | 
` to admit it, the ties between India and | 
Pakistan remain the key to Saarc’s fu- 
ture. In this context, the decision to re- 
start the Indo-Pakistan normalisation 
talks was extremely: significant. But 
hopes were dampened when, on his way | 
back to New Delhi, Gandhi referred to | 
. the September clashes in the Siachen 
glacier region of the Indo-Pakistani bor- 
der. Gandhi said that India had given 
Pakistan a “bloody nose” in Siachen and 
would do so again if Pakistan gave 
| cause, Oo 
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‘partiality in the election. Lilley was also 
present when Roh won nomination at 
the DJP convention in early June. | 
Although Kim Young Sam played 
his. anti-military theme to the hilt; there 
was. also a touch of irony in the way he | 
‘took the occasion to introduce the 
RDP’s latest recruit, former four-star 
eral and martial-law administrator 
Chung Sung Hwa, 61, who will take up 
the post of party standing adviser, for- 
merly held by Kim Dae Jung after more 
|> than seven years in political oblivion. 
|. But like Kim Jong Pil, the fourth 
“presidential candidate, Chung has a po- 
¿litical score to settle with the current 
-powerholders. In the 12 December 1979 || 
‘coup which followed president Park | 
| Chung Hee’s assassination, the then 
| army chief of staff was arrested and sen- 
tenced'to seven years’ imprisonment for 
allegedly failing to act against. Park’s 
killer, KCIA chief Kim Jae Kyu. The fact | 
that he was released only three months | 
later reinforced the view that he had | 
been the victim of a power play. | 
Kim said Chung had joined the party | 
| 
| 
i 
| 



















“because: he believes I should be the 
candidate to become president . . . and | 
wants to bring the power of the people 
to my side to strengthen our leader- 


n z 











ship.” 
< ». The general’s emergence on the side 
| of the opposition took the DJP by sur- 
prise, just as Kim had planned. o 























How on earth can 
you book a room 
so faraway? 


Just by picking up the phone and dialling your 
nearest Holiday Inn, you can book a room on the other- 
side of the world. ah E oe 

Holidex, Holiday Inn’s worldwide room reservation - 
service, gives you access to over 365,000 rooms in over 
1,600 hotels around the world. Last year, over 28 million - 
people used this convenient service to make travelling 
More reasons to choose Holiday Inn first. 





For further information and reservations: ; E 
Contact your travel agent, any Holiday Inn or our Regional Director -of Sales, clo Holiday Inn 
Harbour View Hong Kong, TST PO Box 98468, 70 Mody Read, Kowloon, Hong Kong. 


Tel: 3-7215161. Telex: HX38670. Cable: INNVIEW. Fax: 3899672. 
29 Holiday Ino Hotels in Asia-Pacific: Bangalore * Beijing + Bombay + Colombo + 
Guilin Hong Kong * Islamabad = Johor Bahra * Kanazawa:+ Karachi + Kuala Lumpur = © 
Kuching * Kyoto: Manila + Nagasaki» Narita * Osaka + Penang « Phuket + Singapore + 
Surfers Paradise Australia + Sydney + Tokyo + Toyohashi «Yokohama 


| T. her nearly a decade of civil war — 
| AA and some eight years since the De- 
| cember 1979 Soviet incursion — the 
| military situation in Afghanistan re- 
| mains in stalemate. Only an agreed poli- 
| tical settlement, guaranteed by the two 
| Superpowers, it appears, can bring 
| peace to this strife-torn land. 
| On their part, despite massive mili- 
| tary reinforcements, the Soviets have 
| been unable to root out the Islamic in- 
_ Surgents backed by the US and Pakis- 
| tan. Nor are the Soviets now seeking a 
_ final solution militarily, They appear 
| content with keeping the insurgents at 
bay and securing their own suppl 
| routes and communication lines. AÍ- 
_ though in recent years the insurgents 
have obtained sophisticated weaponry, 
| the Soviets have expanded their security 
_ perimeter to make it difficult for the 
_ guerillas to strike at will at civilian and 
| military targets in and around Kabul. 
___, While the insurgents have + pat 
_ Stinger and Blowpipe anti-aircraft mis- 
| siles, the Soviets have resorted to night 
| sorties and high-altitude flying by day, 
_in addition to deploying devices such as 
| heat-emitting flares which act as decoys 
- to deflect the missiles. Just as the insur- 
| gents can keep the conflict going with 
wie Sree scale foreign support, the Soviet 
| and Kabul forces can afford to sit it out. 
With a low rate of casualties, the Soviets 
| are not under heavy pressure to quit. 
| But Moscow ‘has good political 
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reasons to seek an end to its involve- 
ment, if basic Soviet strategic interests 
can be ensured. At the minimum this 
means that Afghanistan should not be- 
come a jumping board for forces hostile 
to Moscow. constraints on the 
guerillas include war-weariness among 
the Afghans and fears in Pakistan, 
where all the guerilla groups are based, 
that an uninterrupted war might extend 
to its own territory. 

Despite the motivations for a poli- 
tical settlement, the UN-sponsored 
Geneva negotiations have dragged on 
inconclusively, and Kabul’s attempts at 
a national reconciliation with the Af- 
= refugee groups and the mujahi- 

een have yielded few results as yet. 
Therefore, during the past month or so, 
there has been considerable military ac- 
tivity — and some political moves too — 
in Afghanistan, far beyond the normal 
spurt before the winter freeze sets in. 

During the run-up to the second con- 
ference of the ruling People’s Democra- 
tic Party of Afghanistan (PDPA), the 
insurgents successfully exploded a 
bomb at a busy city market on 8 Oc- 
tober, leaving 27 people dead and 37 in- 
jured. However, alert security men 
foiled an attempt a week later to 
explode a 316-kg plastic explosive de- 
vice in the vicinity of the PDPA’s cen- 
tral headquarters, which is also near the 
former royal palace in Kabul. There 
were also other unsuccessful bombing 


| Jirgah to loyajirgah 


n a rare, wide-ranging interview on 1 
| # November with REVIEW contributor 
| Rajendra Sareen in Kabul, Afghan Pre- 
| sident Najibullah gave his views on the 
| country’s political situation, the pros- 
pects for negotiations on ending the civil 
| war and a host of foreign and security is- 
_ Sues confronting him. Later he also gave 
| written answers to some other ques- 
_ tions. The following are excerpts from 
_ his answers: 


_ Ona multi-party system for the country: 
_ Every society has its own features 
| and characteristics. The fact that the 
| draft constitution of Afghanistan envi- 
sages that the People’s Democratic Party 

| of Afghanistan [PDPA] is the organiser 
_ and guardian of the implementation of 
the national reconciliation policy, in no 

| way rules out the role of other parties 
| and their active participation in the 


socio-political life of our country. 


On differences within the PDPA: 

These stem from the characteristics 
of petty bourgeois personal ambitions, 
tribalism, nepotism, inadequate per- 
ception of the scientific revolutionary 
theory by the party cadres and an op- 
portunistic approach towards those 
characteristics. The PDPA has reached 
such a level of maturity that it is able to 
eradicate all these evils. 


On the prospects for a political settle- 
ment: 

At present two political processes 
aimed at the pae ul solution of the 
situation in and around Afghanistan are 
under way — the process of national re- 
conciliation and the Geneva negotia- 
tions. As a result of the goodwill, con- 
structive position and flexibility of the 
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attempts in Kabul’s suburbs. In all, the 


insurgents caused some 15 big and small 
explosions in Kabul and its suburbs dur- 
ing September and October. 

Intense fighting was reported last 
month in the Loghar and Paghman hills 
near the capital, but the Soviet-Afghan 
security perimeter kept the insurgents 
at a Soviet troops in tanks and arm- 
oured cars undertake intensive patrol- 
ling as darkness envelops Kabul and 
keep a strict vigil throughout the night. 
However, Kabul’s control over Kan- 
dahar, the country’s second largest city, 
remains tenuous. Insurgents continue 
to be active in Argandab valley south of 
Kandahar, Panjwai in the west and 
Malajat area in the southwest. 


an Soviets have opened a new route 
for the transportation of civilian and 
military supplies avoiding Shershah 
Bandar. It now traverses Pul-i-Khumri, 
Mazar-i-Sharif, and the Hairatan supply | 
base on the Afghan side of the Soviet- 
Afghan border. This route eliminates 
the need to cross the rebel-infested 
Panjsher valley from Kabul. Along the 
border with Pakistan, the Paktia pro- 
vince continues to be dominated by 
Peshawar-based groups, which have 


PDPA and the government, substantial 
progress has been achieved in both pro- 
cesses. If these are reciprocated by the 
other side, one can be more optimistic 
about the future. 


On contacts with tribal chiefs: 
Notwithstanding the convocation of 
tribal jirgahs [assemblies] in defence of 
the people’s sovereignty, their support 
for the policy of national reconciliation 
in the country and the visits of a number 
of political and social leaders as well as 
tribal religious personalities to Kabul, 
we are not completely satisfied with the 
work done among the clans and tribes. 
We are determined to continue our 





brought in ground-to- 
ground missiles, field ar- 
tillery and heavy mortars 
from Pakistan. These 
guns, deployed in the hills, 
continue to harass Af- 
ghan convoys on the high- 
vy in Paktia province. 
n the political sphere, 
the PDPA’s conference 
declared its commitment 
to the policy of national 
reconciliation. The draft 
constitution endorsed by 
the conference proclaims 
Afghanistan as an inde- 
pendent, neutral and non- 
aligned country, makes 
Islam the state reli- 
gion, provides for funda- 
mental rights covering 
life, property and the 
freedom to practise reli- 
gion by followers of other faiths and ex- 
tends statutory cover to Afghan tradi- 
tions and social institutions to dispel 
misgivings that the revolutionary re- 
gime might seek to undermine them. 
The party conference debunked the 
“romantic talk” of ideological theorists 
— a euphemism for the supporters of 
former president Babrak Karmal — 
who were denounced for Marxist jargon 
which had no relevance to the situation 
on the ground, The Karmal support- 
ers have been identified as hardline 
theorists who want the realities on the 
ground to conform to their theories 
rather than revise the theory so that it 
conforms to the existing social situation. 
The PDPA has now formally re- 
pudiated the hardline approach based 
on Marxist dogma and reverted to a 
more liberal line. The three pillars of 
the policy of national reconciliation are: 


work in this respect and to improve its 
form and content. 


On US-Soviet consultations: 

We consider broadening contact and 
negotiations between the Soviet Union 
and the US at an official level is a posi- 
tive step for the elimination of interna- 
tional tensions, halting the arms race 
and for the solution of regional conflicts 
by peaceful means. But there is a con- 
tradiction between Washington's words 
and deeds. If the US administration is 
true to what it says, there would be not 
only a speedy cessation of the support 
which is being rendered to the Afghan 
extremist groupings but also progress in 
resolving world issues in a short period. 


On Afghanistan and the Non-Aligned 
Movement: 

Afghanistan has played her part ac- 
tively in the Non-Aligned Move- 
ment as one of its founders. The 
non-aligned status of Afghanistan has 
been enshrined in the draft constitu- 
tion. Accordingly, Afghanistan will 
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respect for religion; recognition of the 
social influence of the ulema, or clergy, 
and feudal gentry if they give up the 
path of conflict and confrontation; and 
an unrestricted role for the industrial 
and commercial classes through the 
continuation of free currency converti- 
bility and unfettered imports as well as 
re-exports to Pakistan. 


he PDPA leaders have also stressed 

the policy of power sharing with local 
tribal chiefs and the clergy. The strate 
is to delegate full powers to them at the 
local level in exchange for their support 
for and recognition of the central au- 
thority. This is how King Zahir Shah 
ruled Afghanistan until the early 1970s. 
Kabul has negotiated a series of local 
peace-zone arrangements in pursuit of 
this policy. These zones are said to vary 
in size from a village to a district or a 


refrain from joining any military blocs. 


On : 
As a country located in this region, 
Afghanistan is willing to expand its rela- 
tions with the countries of the region not 
only on a bilateral basis but also on a 
multilateral basis. 


On the Geneva talks: 

We asked for the last round in order 
to give a new impetus to the process of 
the talks on the one hand, and to take a 
fresh step towards the solution of issues 
still pending, on the other. The gap be- 
tween the positions of the two sides on 
the time-frame for the withdrawal of the 
limited contingents of Soviet troops has 
been considerably narrowed. 


On visits of Pakistani politicians to 
Kabul: 

The visits of political leaders and 
journalists from Pakistan to our country 
are useful, because the ruling regime in 
Pakistan is always trying to distort the 
facts concerning the situation in Af- 


m 

2 

$ vince or even beyond. 

-| But it remains to be seen 
how durable these ar- 
er turn out to 


In this connection, the 
example is cited of the ar- 
rangement concluded in 
the Hazarajat area, which 
concedes to the Shia 
minority the right to edu- 
cational, social and religi- 
ous practices under its own 
code. The Shias do not 
enjoy this right in any 
other predominantly Sunni 
country. The expecta- 
tion, perhaps, is that this 

esture will soften Shia 
ran’s attitude to Kabul. 

Together with the 
licy of national reconcilia- 
tion, Kabul is pursuing a 

two-track policy towards Pakistan. It 
seeks to win friends and influence peo- 
ple among political leaders and jour- 
nalists in a bid to pressure Islamabad to 
engage in direct negotiations for a poli- 
tical settlement of the Afghan issue so 
that Pakistan stops providing shelter 
and sanctuaries to insurgent groups. 

Pakistani opposition leader Asghar 
Khan — a retired air-marshal and 
leader of the Tehrik-i-Istiqlal party — 
visited Kabul in early September and at- 
tested to the “sincerity” of the Afghan 
government in seeking a solution to the 
dispute to “foster friendly relations with 
Pakistan.” 

He has also said that “Pakistan 
should not involve itself in an unde- 
clared war with the Soviet Union and 
Afghanistan at the behest of the US be- 
cause it will ultimately harm [Pakis- 
tan].” Next on the visitors’ list is 





ghanistan and, thus, wants to stupefy 
public opinion in Pakistan. The visitors 
will be acquainted with the real facts, 
achievements of the April Revolution 
and peaceful measures taken by us, 
which in their turn will help understand- 
ing between the peoples of the two 
neighbouring countries as well as the 
cause of peace and security in the re- 

ion. We do hope and demand that the 

akistani side gives priority to the in- 
terests of Pakistan’s people as well as 
peace and security rather than the Ame- 
rican strategic goals in the region. 


On his assumption of presidency: 

Since all vital state questions are 
tackled by the president of the revolu- 
tionary council and its presidium, this 
post could not have remained vacant. I 
would like to draw your attention to the 
fact that the grand assembly [loyajir- 
gah], which is the highest manifestation 
of the will of the people of Afghanistan, 
will approve the constitution later this 
month and then elect the president [for 
a full term of seven years]. o 
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Maulana Shah Ahmad Noorani, the 
Pakistani religious leader bitterly op- 
to the Jamaat Islami party, which 
as been the main supporter of Pakis- 
tan’s policy of promoting insurgency in 
Afghanistan. 
e other track of Kabul’s policy to- 
wards Pakistan is to establish links with 


= | the chiefs of the autonomous tribes in 


the tribal belt of Pakistan. The object is 
to lend support in money and materials 
to the tribal chiefs wherever a clash of 
interests develops between them and 
the insurgent groups. The mere avail- 
ability of this option helps improve the 
influence and leverage of the tribal 
chiefs and subjects Pakistani authorities 
in the area to new constraints. 
According to Abdul Rahim Atif, 
_ | chairman of the Afghan national recon- 
| ciliation front, some 83,000 refugees 
have returned to their homes. The au- 
thorities have restored government ser- 
vants to the jobs they deserted, while 
businessmen and farmers have been 
handed back their family properties. 
Atif claimed that on an average 10,000 
_ people are returning home every month 
despite the hurdles created by the au- 
thorities in Pakistan and Iran. 

But the policy of national reconcilia- 
tion cannot add up to much unless there 
is a positive response from the guerillas, 
and of that there is little possibility, in 
the near future at least. The insurgent 
groups based in Peshawar maintain that 
the solution to the problem in Afghanis- 
tan lies in the Soviet Union withdrawing 
its troops unconditionally. They refuse 
to accept the PDPA as a coalition part- 
ner in a future Afghan regime. Some of 
them have strong objections even to 


the return of Zahir Shah, in exile in 


y. 
The Afghan policy stands badly frac- 


tured, far beyond the visible divide be- 
tween the PDPA and the rebels. On 
each side there are further cleavages. 
The ruling party has been riven by fac- 
tionalism since its inception. Even after 
gaining power in 1978, there have been 
a series of purges and killings of fac- 
tional leaders. t year, Karmal was 
forced to yield power to Najibullah and 
at the last month’s party conference, 
Karmal’s supporters were expelled for 
anti-party activities. 

Power sharing among the PDPA, the 
guerillas, and Zahir Shah seems a re- 
mote possibility. The country’s draft 
constitution endorsed by the PDPA last 
month provides for the formation of po- 
litical parties, but it also proclaims the 
PDPA as “the guardian of the im- 

lementation of national reconciliation 
in Afghanistan.” Thus, there is an in- 
herent contradiction in the ruling 
party’s leading role and the scope for 
the participation of other parties in na- 
tional politics. Therefore, any chance of 
peace in the country depends solely on 
an agreement between Moscow and 


Washington to enforce a political soln 


tion. 
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More discord than accord 


The mujahideen want a deal, but are split on how to clinch it 


By Lawrence Lifschultz in Peshawar 


A‘ eight years of fighting the 
Soviet Union to a military stale- 
mate, the Pakistan-based Afghan resist- 
ance is now engaged in a serious internal 
debate over the tactics of diplomacy. 
Until recently, the mujahideen 
poenis had largely rejected the feasi- 
ility of negotiations achieving any 
positive results. Yet over the past 10 
months, since Kabul announced in 
January its version of a “ceasefire,” new 
terrain has opened up 
with both sides of the 
conflict engaged in trad- 


ing proposals across the 


vg r Pass. 

e Kabul leadership 
and several mujahideen 
figures have set out 
diverse proposals to 
achieve a political settle- 
ment. While major gaps 
remain, the importance 
of this semi-public 
dialogue is that it repre- 
sents a new phase in the 
war and a distinctive shift 
away from the exclusive 
military pre-occupations 
of the resistance. 

The achievement, 
however, of a consensus 
among the resistance on 
how it ought to be en- 
gaged in future diploma- 





tic bargaining still remains problematic. 
While in their joint battle against the 
Soviet army the guerillas had forged a 
military alliance, this unity from the be- 
ginning was a tenuous one, linking as it 
did disparate groups with historic an- 
tagonisms. With the possibility of a 
negotiated settlement, these an- 
tagonisms have now _ resurfac- 
ed, dividing the Peshawar-based 
seven-party alliance. 
In July, two leaders of 
»| the alliance — Sibghatul- 
lah Mujaddedi and 
Maulvi Nabi Moham- 
madi — said the best 
course would be the es- 
1| tablishment of an interim 
A) coalition government in 
Kabul under the former 
;| Afghan king, Zahir 
| Shah. Both Nabi and 
Mujaddedi were sup- 
ported in their declara- 
tion by Sayed Ahmed 
Gailani of the National 
Islamic Front, another 
mujahideen group. 
d ese three leaders 
constitute the core of the 
traditional Islamist fac- 
tion of the mujahideen 
alliance and date their 
first engagement in armed 
insurrection only after the 
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communist takeover in 1978. Politically, 
they reflect the traditional milieu of Af- 
ghan tribal chiefs, elders and the clergy. 
However, a second grouping of three 
rties led by Gulbuddin Hikmatyar, 
unus Khales and Abdul Sayaf have 
openly expressed their opposition to the 
former king’s involvement. These three 
parties reflect the so-called revolution- 
ary Islamist tendency. The seventh 
leader of the alliance, Burhanuddin 
Rabbani, while critical of the ex- 
monarch has not categorically ruled out 
a role for him. 


he parties led by Gailani, Mujad- 
dedi and Mohammadi would be pre- 
pared to accept an international confer- 
ence to resolve the final 
obstacles to an im- 
plementation of the 
existing UN accords. 
They would like to see 
Zahir Shah play a promi- 
nent role in such a con- 


ference. 
A survey conducted 


ance parties and the refugees were criti- 
cal of the king. The majority feeling was 
that Mohammed Daud [who ousted his 
cousin, the king, and became president 
in 1973] had prepared the ground for the 
Soviet invasion. Those in exile were ex- 
pecting that during this war a leadership 
would emerge out of the resistance 
which would unify our people. Yet, as 
the years went on people became aware 
that the differences in os and 
personality made it impossible for these 
individual figures to form a united poli- 
tical front. Increasingly, people believe 
Zahir Shah is the only man who can 
make the peace. I do not know whether 
he will be able to meet all the expecta- 
tions that are developing.” 

The three parties 
which advocate a role for 
the former king, and 
nearly the entire rank 
and file of all the resist- 
ance groups, date their 
present involvement in 
armed resistance from 
the communist takeover 
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‘early 1970s, where they established 








lami led by Hikmatyar, were in militant 
rebellion against the Afghan monarchy 
before 1973 and against the successor 
Afghan republic under Daud. 

ts militants fled to Pakistan in the 


links with the Pakistan Government. 
The Pakistani operation supported and 
organised armed action against the 
Kabul regime. 

It was during this period that several 
cipal trib mujahideen leaders, 
such as Hikmatyar, first gained practical 
military skills. However, these actions 
occurred a full half decade before either 
the communist coup or the arrival of the 
Soviet army at the gates of Kabul. 

The pre-1978 exiles argue that they 
were prepared to take aid from any 














source in their struggle against the 
monarchy, then the republic and now 
the communists. The difficulty is that 
many within the alliance were not op- 
d to the monarchy or the republic. 
eir direct links to Pakistani, Saudi 
and American intelligence channels 
began only after the 1979 Soviet inva- 
sion. 

The debate over Zahir Shah’s role 
may emae prove more of symbolic 
significance than immediate practical 
consequence. The extent of com- 
promise the mujahideen would make 
with the Soviets will be the key issue to a 
political settlement. 

However, the Soviets will not enter 
into a deal which does not protect their 
geo litical interests in the region. 

uch protection can only be achieved 
in the larger context of an under- 
standing between Moscow and Wash- 
ington. o 
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Emperor go home 


Okinawans show their displeasure with ‘mainland’ at sports event 


By Charles Smith in Tokyo 


dge southernmost prefecture of 
Okinawa has come a long way since 
the end of World War II, when 150,000 
civilians were killed or staged mass 
suicides — unnecessarily, many Okina- 
wans A — during a battle between 
Imperial Japanese Forces and invading 
American troops. 

But Okinawans still have mixed feel- 
ings about their relationship with 
“mainland” Japan and are in no mood 
to be placated by symbolic gestures such 
as visits of top politicians or members of 
the imperial family. This seems to be the 
lesson to be learned from the staging of 
the annual National Athletic Meet in 
Naha, Okinawa’s capital, in late Oc- 
tober. 

The games, which are held each year 
in a different Japanese prefecture but 
were being staged in Okinawa for the 
first time, were marred by a number of 
incidents — including the discovery of 
what police claimed was a time bomb on 
a Naha bus and a major demonstration 
by extreme leftist groups, many of 
which had apparently flown in from 
Tokyo for the occasion. More impor- 
tant, older Okinawans used the meeting 
to register the fact that they refuse to ac- 
cept some of the symbols of the modern 
Japanese state which are traditionally 
on display at the event. 

A substantial part of the crowd at- 
tending a softball event at Yomitan, a 
town which was the scene of a mass 
suicide during the Battle of Okinawa, 
refused to stand during the singing of 
Kimigayo, an unofficial national an- 
them which has come to be regarded as 
an es. part of the ceremonies as- 
sociated with the games. Other inci- 
dents included the burning of Japan’s 
national flag and the display by spec- 
tators at a football match of badges 
criticising the emperor for “starting 
World War II.” 

Opposition to the symbolism of 
Kimigayo was not confined to the older 
generation. At the opening ceremony of 
a tennis tournament, junior high 
school girls refused to sing the anthem. 
Trade unionists also came out strong- 
ly against symbols which one labour 
leader said were associated with the 
Fete eur AA national mobilisation” en- 
forced by Japan during the war. 

Opinion polls conducted by national 
newspapers before the event suggest 
that most Okinawans were in favour of 
the games being staged in the prefec- 
ture, if only because of the beneficial 
side-effects from related public works 
projects. However, polls also show that 
the majority of Okinawans continue to 


feel that a gulf exists between the people 
of Okinawa and those of mainland 
Japan, which annexed the once-inde- 
pendent kingdom of the Ryukyu Islands 
— of which Okinawa forms a part — 
well within historical memory. 

The sense of foreignness that colours 
Okinawan views of Japan also extends 
to the emperor, judging by the results of 
a recent Asahi newspaper poll. Asahi 
found that most Okinawans would have 
welcomed a visit to Naha by the em- 
peror — originally timed to coincide 
with the games but cancelled after his 
hospitalisation in September — but that 
a great majority of those polled had “no 

articular feeling” towards the imperial 
ouse. 

Indifference, if not outright hosti- 
lity, towards the imperial family was 
underlined during the games by the 
generally negative response to a state- 
ment by the emperor expressing re- 
grets for the events 
of World War II. The 
statement, which was 
read out in the em- 
peror’s absence b 
Crown Prince Aki- 
hito, was describ- 
ed as “dry as dust” 
by Moriteru Arazaki, 
president of Okina- 
wa University, who 
pointed out that it 
made no attempt to 
apologise for the un- 
necessary sacrifice of 
civilian lives at a time 
when Japan was al- 
ready on the verge of 
surrender to the US. 

a panoralioa Okinawans were 
said to have felt that the repeti- 
tion of capes used in previous state- 
ments by the emperor was inade- 
quate for the occasion. The expres- 
sion “profound sense of grief,” which 
formed the centrepiece of the state- 
ment, was a direct borrowing from a 
statement of regret made in Washington 
in 1975, when the emperor made his one 
and only post-war visit to the US. 

The failure of the games to cure 
Okinawa of its persecution complex 
seems to have baffled ruling Liberal 
Democratic Party politicians and shak- 
en the party’s faith in the validity of “event 
diplomacy” as a way of ‘solving po- 
litical or economic problems. The bright 
side of the picture is that, for once, opin- 
ion leaders in Tokyo have been forced 
to take note of the problems of a distant 
and usually neglected corner of the pa 
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has introduced exciting trade freedoms m No import duties/export taxes. 
and benefits, enabling companies to set up m Unlimited cheap energy. 


-trading and industrial bases easier in the H 
Middle East. They also know that with superb facilities 





, , , including an extensive infrastructure, state-of- 
a 100% foreign ownership. hotels, hospitals, security and every modern 
@ Unlimited transfer of profit and capital. amenity, Jebel Ali is a unique opportunity for 


m No corporate taxes for a minimum of 15years. Middle and Far Eastern markets. 
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P.O. Box 3258, Dubai, United Arab Emirates Tel: Jebel Ali 56578, 
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A century ago Edison gave us his name 
and his patents. 
It turned into one of his brightest ideas. 
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MERIDIEN HOTELS — 





The very soul of France. 


When you stay at a Meridien hotel, you'll soon see what ‘Art de Vivre’ 
means, even if you don’t speak a word of French. If you like stylish service and elegant surroundings, 
if it suits you to be in a world class hotel with a complete range of business services and leisure 
facilities, and if you have a penchant for French cuisine. 
Le Meridien is the place for you: they've got it down to a fine art. 


The very soul of France in the very heart of: 

Athens, Lisbon, London, Nice, Oporto, Paris-Etoile, Paris-Montparnasse, Tours, Brazzaville, 
Casablanca, Dakar, Douala, Gisenyi, Kigali, Luanda, Marrakech, Mauritius, Port Gentil, 
Reunion Island, Seychelles, Tunis, Boston, New Orleans, Newport Beach, New York, 
San Francisco, Montreal, Vancouver, Bahia, Rio, Guadeloupe, Martinique, Abu Dhabi, 
Al Khobar, Baghdad, Damascus, Khartoum, Kuwait, Lattakia, Cairo, Heliopolis, 
Palmyra, Bangkok, Colombo, ao Kong, New Delhi, Phuket, 


Singapore, Tokyo. 


Opening soon: 
New York Liberty, San Diego, Antalya/Turkey, Nairobi, Beijing, 
Shanghai, Chengdu, Taipei. 
Informations and reservations: Your Air France ticket office, your travel agent, 
or call “Meridien Reservation International” 
(MRI) in Hong Kong (852.3) 66.99.96, 
or in Singapore (65) 733.28.78. 
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@ RONALD Reagan could well go 
down as the most disastrous president in 
American history. His famous skills of 
communication and image-fabrication 
have twice persuaded a- majority of 
those of the US electorate who 
bothered to vote to:adopt the values of 
Tinseltown as a basis: for national 
policies. He sold them the bottle of 
snake oil containing the placebo made 
up of a mixture of the propositions that 
it was possible to spend much more 
money on defence, including “Star 
Wars,” while reducin 
enues, including taxes. But the healthy 
patients instead sickened; demand 
failed to boost production, only im- 
ports. The US did not become more com- 
petitive despite the free fall of the dol- 
lar, while some aspects of the disease 
proved hereditary: future generations 
will also suffer from the crippling trade 
and budgetary deficits. 

As a result, US living standards seem 
destined to plummet. The US economy 
will shrink and the global economy will 
lose much of its market in the US, which 
has been the main locomotive for global 
growth since World War II. 

@ THE prospects for US citizens (and 
for the citizens of those economies 
whose exports the US consumer binge 
have swallowed up) have been rendered 
bleak enough by Raygun’s Hollywood 
fantasies. But the impact on world his- 
tory may go far beyond a prolonged re- 
cession for the West. Ironically, the 
crash came just as two of Reagan’s basic 
beliefs were coming true: the proposi- 
tion that Moscow would come to the 
conference table in pursuit of detente 
only in response to the language of 
‘strength, and the conviction, that the 
capitalist, market system was infinitely 
superior to Socialism/Marxism when it 
came to. producing the wealth which 





both sides agree should be distributed 


throughout societies. 

So, as the markets fell, China’s Deng 
Xiaoping was engaged at the 13th party 
congress in Peking in consolidating the 
team which was to continue exploiting 
market mechanisms to stimulate grow- 
th and modernisation. In Moscow, 


Mikhail Gorbachov was following | 


China’s. lead. He is not yet strong 
enough to go as far.as Deng (being 
forced to stick to the futile claim that the 
collectivisation of land was justified), 
but. he was pointing the Soviet. ap- 
paratus towards the disarmament table 
and detente and towards the use of mar- 
ket mechanisms in non-agricultural 
areas of the economy, going on to burn 
his ideological bridges with a thorough- 
going abjuration of Stalin and his terror. 
@ IT was at this historic moment that 
the curse. of Reaganomics came, chic- 
ken-like, home to roost, The West's 
markets demonstrated the ups and 
downs inherent .in demand-supply 
~ curves (exacerbated by greed — the im- 


federal. rev- | 
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polite word for the unregulated “pro- 
fit motive”) or, as a Marxist would say, 
the inherent instability of market 
economies. The new initiatives in Pe- 
king and Moscow depend largely for 
their success on a positive response 
from the West — which means that the 
West is greatly in need of both leader- 
ship and the self-confidence which suc- 
cess brings. A terrible time for fate to 
choose for the failure both of leadership 
and confidence in the West. 

For the moment, Deng and Gor- 
bachov hold the reins; but should they 
or their programmes falter, the chickens 
of Reaganomics could turn into vul- 
tures. Reagan had already given the 
old-style Marxists plenty of ammuni- 
tion. The fact that the initiatives from 
Peking and Moscow were made despite 
his cowboy-like forays into foreign terri- 
tory, letting loose the spooks in the Gulf 
and Nicaragua, is proof enough of the 
massiveness of Marxism’s failures. But 
how much more ammunition has he put 
into the hands of the hard-liners in 
China and the Soviet Union by breaking 
his own promises to balance the budget 
and allowing the US.to go so deeply into 
debt? One can just hear the old party 
warhorses muttering to themelves as 
they take China and the Soviet Union 
back into the darkness: “We told you 
so . . . Capitalism contains the seeds of 
its own destruction.” If that worst-case. 
scenario comes true, history's verdict on 
Reagan will be harsh indeed. 

@ ONE of the minor ironies of the 
crash was that it occurred just as the 
Governor of Hongkong, Sir David Wil- 
son, was visiting Washington and New 
York in an attempt to persuade the US 
neither to put up protectionist barriers 
against Hongkong goods nor to enforce 
a yen-like revaluation of the Hongkong 
dollar on the grounds that Hongkong 
was a free, open market. His appeal 
thus coincided with Hongkong’s incom- 
petent and panicky decision to close its 
(Stock) market for four days. In this col- 
umn a couple of weeks ago, I mentioned 
the crack that “laissez-faire” now means 
“Mickey Mouse.” Peter Forsythe sug- 
gests from Canberra that it might mean 
that the bulls are just “faire weather 
capitalists” — a joke that might not be 
fully appreciated in Peking or Moscow. 

è MEANWHILE, in. Britain, cham- 
pion jockey Lester Piggott was being 
sentenced to three years for evasion of 
taxes. Another delightful irony: the last 
race of Piggott’s brilliant career was in 
Hongkong, and he was unseated during 


the race, which he failed to finish. The | 


horse he was riding was named “Consis- 
tent Rise.” Piggott was wearing red and 
gold colours. And who was the owner? 
None other than Ronald Li, the chair- 
man of the Hongkong Stock. Exchange. 


Unfortunately; the rise has not been. |. 


consistent. 


of the Disney character is apparent 
not confined to the capitalist world. 
was amazed recently to receive a posi 
card from REVIEW. contributor ‘and 
Mongolian expert Alan Sanders, who 
has been visiting Ulan Bator. The card 
bore this incredible postage stamp: 











That is on a par with the North | 
rean stamps featuring mém! 

British royal: family. Perha 

stamps have begun to. mirrc ion 
fantasies. After all, the US postal a 
thorities have.recently issued a stam 
the cultural tradition of a Hollywood 
movie: E egiin a 


S 


Bulls and bears, mice and hors 
perhaps canines are the most appro 
riate animals these days, as stockmar. 
ets enter the doghouse. In Australia 
the division between human beings and 
Cogs apparently needs to be spelled out 
judging by this photograph of a signa 
picnic area in the Blue Mountains whic 
the REVIEW’s Nick Seaward recent 
photographed: 











In the US, however, it is still a dog’s 
life — judging by this photograph by. 
Jeffrey York, run recently in the Wash 

ington Post and sent to me by John 
Luton. 























© BACK to Mickey Mouse: the appeal | 





































he cabinet line-up: announced: by 
Noboru . Takeshita immediately 
after his apppointment as Japan's prime 
minister on 6 November seems to have 
















mony rather than creative tension. This 
robably reflects 











; ng him as leader of the ruling Lib- 
eral Democratic Party (LDP). i 
The Takeshita cabinets lack of 
novelty stems partly from the fact that 
two out of the four most important posts 
in the:new. government will be held by 
en who did «the same. jobs under 
Nakasone: «economic expert Kiichi 
Miyazawa. remains at ‘the Finance 
Ministry while the Ministry of Interna- 
ional Trade. and Industry. continues 
be headed. by Hajime. Tamura, a 
ember of Takeshita’s own intra-party 
ction. Apart from the retention of 

















been designed to. stress continuity ` 
rather than new: departures, and har- | 


formed poup. the Keiseikai or Take- , 


. tinue to “guide” foreign policy without 


‘outgoing prime minister who has little 





former ministers, Takeshita seems to 
have followed. Nakasone’s -wishes 
closely in ‘making new appointments 
to the cabinet, and in given the Naka- 
sone faction favourable treatment 
as compared with other major party 
groupings (including - his- recently 


shita Faction). : 
Nakasone’s hand is clearly visible in 

the choice as foreign minister of a man 

who will make it possible for him to con- 


actually being in the cabinet. The new 
minister, Sosuke Uno, is a Nakasone 
faction member and a close friend of the 


experience in foreign affairs apart from 
what he may have been able to pick up 
during a brief term as minister of inter- 
national trade and industry. On a more 
practical note, Nakasone faction mem- 
bers have been appointed to head the 
two ministries that have closest contacts 
with private business among purely 





“toenrich their ministers. 


ly 





The new minister of construction is 
Ihei Ochi, a 66-year-old Nakasone fol- 
lower who can be expected to follow 
the example set some years ago by 
Takeshita himself in using the ministry 
as a way to channel funds from the 
booming construction sector into his 
faction’s coffers. The Ministry of Post 
and . Telecommunications, another 
reputedly lucrative post, goes to 
Masaaki Nakayama, also a Nakasone 
follower. By contrast, Takeshita faction 
members secured the comparatively un- 
glamorous Labour and Home Affairs 
Ministries, neither of which is highly re- 
puted as a channel for political funding. 


P putting Nakasone men into money- 
making jobs in the cabinet, as well as 
into the prestigious Foreign Ministry 
post, Takeshita may have done no more 
than could have beem expected from a . 
politician who owes his job to his pre- 
decessor. Appointments to. the ‘three 
top LDP posts, however, repeat the pat- 
tern of conformity. with only occasional 
evidence of personal preferences being 
indulged. The new LDP Secretary-Gen- 
eral Shintaro Abe, was Takeshita’s 
main rival for the leadership and is 
known to have been appointed at 





























ilitary dictatorship. In their sweeping 
acks against the military establish- 
in general, they have overlooked 
reality and historical envi- 


ut an. understanding of this” 
current spate of anti- 














ceive a key aspect of armed forces inter- 
vention: the military’s political role has 
been: contingent on the inability of 
politicians to work out a peaceful and 
orderly system of political development. 
Extremist students and Christian 
church dissidents have also failed tó give 
due credit to the unique role the armed 
forces has played in the 40 years since’ 
independence: its successful repulsion 
of a North Korean invasion; its role in 
protecting the basic constitutional order 
in the midst of recurring political and so- 
cial unrest, and its maintenance of secu- 
rity, allowing South Korea to develop a 
thriving free-market system. 
“If opposition critics can accept ‘the 











Hur Hwa Pyung is a retired army 
brigadier-general who played a key 


in: 


Foundation, a conserva- 
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tole in South Korean President Chun | 
-Doo Hwan’s ascendency to powe 
|. 1979-80. He is now a visiting fellow at 
| the Heritage tioi 
tive, Washington-based think-tank. _- 
: ae _| fluctuated | 











account the changing balance of power 
within. this civilian-military coalition. 









Hur Hwa Pyung | i 


notion that students, big business 
groups and the civil bureaucracy com- 
prise integral parts of the power base 
which keeps South Korean society free, 
they must likewise acknowledge the 
role of the armed forces as a stabiliser of 
the system. For a country facing critical 
threats to its survival from a hostile brand 
of communism at its doorstep — and 
spending nearly 6% of its GNP and 30% 
of the national budget on defence — it is 
absurd and unrealistic to deny the mili- 
tary establishment. a Voice in the politi- 
cal process and nation-building. 

In the past 26 years of phenomenal 
economic development in South Korea 
under military tutelage, army and civi- 
lian groups have developed a horizontal 
pattern of working relationships within 
the government. Except for a short 
period under Park, the military has 
never really controlled the entire pub- 
lic-administration system. The locus of 
political authority has rested on a civi- 
lian-military coalition encompassing 
elites from the civilian bureaucracy as 
wellasfrom the military. ` 

` Criticism that men in uniform have 
exercised exclusive control over govern- 
ment decision-making fail to take into 











The degree of military influence has 
i om- time to time, reflecting 
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Nakasone’s suggestion, though the two 
are friends an d have no difficulty 
in working together. 


The choice of Masayoshi Ito as LDP 
executive council chairman represents a 
partial hold-over from the previous 
cabinet where Ito held the equally 
senior party post of Policy Affairs Re- 
search Council chairman. The appoint- 
ment thus looks like another a gesture 
towards Nakasone though, as amember 
of the faction headed by Miyazawa, Ito 
was probably needed anyway to pre- 
serve “factional balance” in the party 
hierarchy. 2s 3 

Most interesting of the three senior 
party appointments, and potentially the 
most revealing in the light it sheds on 
Takeshita’s longer-term objectives, is 
the choice of 64-year-old Michio 


- Watanabe as Ito’s successor at the Po- 


licy Affairs Research Council. As the 
new head of what is often referred to as 
Japan’s second bureaucracy (given the 
formidable shadow the ruling party’s 
policymaking machine now casts over 
the “real” bureaucracy) Watanabe will 
have the job of preparing proposals for 
the tax-reform package which seems 
likely to be the most important sin 
piece of pater to be drafted under 
the new cabinet. : 2 

His qualifications for doing this in- 


clude two spells at the Ministry of Fi- 


changes in policy priorities or the 
urgency of security requirements. The 
voices of military men, strong during 
the initial phase of any given take- 
over of power, has waned as calm re- 
turns and power is restored to bureau- 
crats. i 


F rom a historical viewpoint; it is true 
that the modern-day preoccupation 


with soldiers intervening in politics is an. 


anomaly which runs against Korea’s 
Confucian political culture: Idealising 
the concept of having a (nape 
king, monarchs of the Yi d 
founded in the 14th century by a general 
in a coup — despised martial culture and 
honoured Mandarin civil servants. 

But the Yi dynasty’s obsession with 
anti-military doctrine brought intermin- 
able calamities from successive waves of 
Mongol and Japanese invasions during 
some five centuries of its rule, climaxing 
in a 16th century invasion by Japan 
against which Mandarin bureaucrats 
had failed to provide sufficient defence. 
Their miscalculation invited devasta- 
tion as Korea fought a seven-year war of 
survival against Japan. 

The exclusive control of politics and 
government by Mandarin bureaucrats 
left pernicious influences on Korea’s 
modern political history. Forever im- 
mersed in debate over who possessed 
“legitimacy” to rule, politicians since in- 
dependence have developed an aver- 

ion to the politics of compromise. 
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expertise of tax issues in particular. But 
Watanabe also ha; to be the one 
member of the Na ne faction in the 


Takeshita team whose appointment 
may not have been entirely welcome 
to Nakasone. His long-term aim is 
known to be to succeed Nakasone as 
faction leader and it seems likely that he 
aims to, do this rather sooner than 
Nakasone himself plans to step down. 
As a first step towards realising his am- 
bitions Watanabe has formed his own 
intra-party study group in a move recall- 
ing the means by which Takeshita once 
attempted to. wrest control of the big 
Tanaka faction from former prime 
minister Kakuei Tanaka. 


Teesra of conformity with Na- 
-kasone’s’ wishes suggested by 
Takeshita’s: cabinet and party appoint- 
ments includes one prominent omission 
— that of Toshio Komoto, the leader of 
the party’s fifth-ranking faction and a 
known enenty of Nakasone, who failed 
to get one of the senior p jobs. 
' Takeshita is believed to have originally 
planned to appoint Komoto as LDP 
Vice pee but refrained from doing 
so after Nakasone vetoed the appoint- 
ment. 


In igh 2 Fakpibita to drop 
Komoto, Nakasone may have been 


_Egotistical and unbending, they have 
fostered a game of mutual exclusion and 
non-compromise as the main features of 
their political orthodoxy. 

Since independence also, South 
Korea has been torn by a permanent 
state of confrontation, with small 
groups of student radicals playing a vol- 
atile. role on the country’s political 
stage. After nearly 40 years of ex- 
perimentation with constitutional poli- 
tics; student demonstrations today 
could, if left unchecked, still bring down 
‘a government. The student role in poli- 
tics has. also pushed off centre stage 
other institutional groups with legiti- 
mate political interests, such as trade 
‘unions and business groups. 





nance in the early 1980s and a reputed | motivated partly by revenge 









successful attempt by Komoto to forma — 
factional alliance in July with Takeshita — 
and Abe, which oud 

tary party, seemed to have been de- — 


signed primarily as a means of shutting 
Nakasone out of any share of the deci- 


sion on who should succeed him as party | 


leader. But some LDP watchers main- 


have given the | 
three majority control of the parliamen- | 


4 
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tain that the last scene of the Nakasone- | 


Komoto drama has yet to be written. 
give Komoto the vacant 
annual convention in early January. 


The deference shown 
to Nakasone’s wishes in most if not all 


his cabinet appointments may seem to — 


r t for the course if other 
“first” cabinets si 


tently high popularity ratings.  - 

Takeshita’s best chance of breaking 
loose from the Nakasone spell may be- 
that he will be under 


pressure 
from his own faction to make a more in- | 


he | 


dependent choice of ministers when 
appoints his second cabinet towards 
end of 1988, 


-oE 

Although they have already brought 
down one government (Syaa l 
Rhee’s in 1960) and contributed to the 
colla! of a second one (Park’s in 


1979), student activists have had no | 
trouble gaining legitimacy for their ac- | 


tion. Confucianism assigns a special role 


to the educated elite to speak out on po- | 


litical matters — a legacy of ancient 
times when neither peasants nor sol- 
diers were given a voice to hold the king 
accountable for his policies. In the mod- — 
ern industrial age of mass communica- 
tions, party politics and interest groups _ 
vying for attention, students in South 

orea have i political power 


beyond their place in society. 5 


The military became involved in | 


politics essentially because of repeated 
civilian failures to cope with endemic — 
political unrest or to develop a peacefu 
democratic process. After indepen- 
dence in 1945, the Right wasted prec- — 
ious years of nation-building on barren 


oo over who held legitimacy to | 
rule H 


The Left, subservient to interna- r 


tional communism, plunged the nation- 


into a series of riots and, eventually, a 


full-scale war. The North Korean inva 
sion of 1950 demonstrated how poorly 


prepared the politicians in the South — 
- | were in handling a national crisis. sd 


Quarrelsome, venal and incapable of 
presenting a coherent nation-buildi 


progremine, Park, after his 1961 coup, — 
elt no compunction to brand all civilian 


T 
Takeshita might pluck up the courage to | 
post of party © 
vice-president when the LDP holds its | 





by Takeshita | 
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liticians a “bunch of old evils.” 
erhaps it was not their fault alone that 
they had failed to build a workable 
democratic system suited to Korea. 

Koreans have never struggled for 


democracy as it is understood in the |4 


West. The concept of Western-style 
democracy arrived with American sol- 
diers after World War II. US occupa- 
tion forces in Korea were not led by a 
Gen. MacArthur who, during the US 
occupation of Japan, methodically tore 


down many of that country’s old institu- | , 


tions and laid the foundations of a new 
political order. 

The South Korean army was pushed 
into politics in April 1960, when loody 
student demonstrations toppled Rhee’s 
government. The autocratic Rhee had 
relied on a Japanese-trained police 
force to sustain his unpopular govern- 
ment, and students rose up against him 
when his supporters tried to get him 
elected to a third term of office by rig- 
ging elections. 

A turning point in the uprising occur- 
red when Gen. Song Yo Chan, then 
martial-law commander, disobeyed an 
order to fire on the demonstrators, tip- 
ping the balance in favour of the rebels. 

ad the army obeyed and suppressed 
the students, the short-lived democratic 
government of prime minister Chang 
Myon would not have succeeded the 
Rhee regime. Today’s critics of the 
armed forces conveniently ignore the 
fact that the military's first foray into 

litics was on the side of democratic 
orces. 

However, Chang, indecisive and too 
weak to deal with student demon- 
Strators clamouring for a voice in gov- 
ernment, became a hostage to street 

litics and student demands — includ- 
ing their demand that they be allowed to 
march to Panmunjom to negotiate 
reunification with the North. Economic 
chaos and political unrest deepened 
during his nine months of rule. 

Park’s coup in 1961 restored law and 
order, brought a sense of cohesion, dis- 
cipline and purposefulness to the 
bureaucracy, developed a civilian-mili- 
tary coalition at the core of government 
and fostered the first comprehensive 
package of economic-development pro- 
grammes geared to the export sector as 
the main engine of growth. Far better 
than any civilian leader, he succeeded in 
reorganising the country’s energy and 
laying a foundation for industrialisation 
and economic take-off. 


pk undermined his own substantial 
accomplishments by following 
Rhee’s example of seeking lifetime rule 
— through the infamous Yushin (revita- 
lising) Constitution of 1972 which, in ef- 
fect, gave him repeated terms in office. 
Had he not succumbed to this fatal 
temptation and not weakened the chain 
of political development, his coup could 
have terminated the need for yet 
another intervention by the military. 





Yushin destroyed Park’s otherwise suc- 
cessful image as a soldier-reformer. 

President Chun Doo Hwan rose 
from the military in the chaos following 
Park’s assassination in 1979 and against 
a much more complicated background. 
On the one hand, he had to deal firmly 
with a new radicalism whose ideas and 
programmes had moved perilously 
close to the Left. On the other, there 
were negative legacies left behind by 
Park as a result of an over-concentra- 
tion on economic development at thé 
expense of structural reforms needed in 
South Korean society. 

Chun’s agenda, therefore, focused 
on the twin objectives of achieving a 
single-term presidency and introducing 
sweeping reforms to correct distortions 
created in political, economic and social 
areas during Park’s rule, 

Chun’s reform platform was aimed 
at correcting a lopsided industrial struc- 





ture, too heavily dependent on a hand- 
ful of big business groups; replacing an 
outdated educational system, ill-suited 
to produce the varied human resources 
necessary for further economic deve- 
lopment; improving income distribu- 
tion, and creating a new political party 
system to ensure social stability. 

These social and political changes 
emphasised social justice, the lack of 
which was already eroding the base of 
national integration. The objectives 
were keyed to the widespread desire for 
reform, rather than for full democracy, 
as the nation’s main political agenda 
and the reform platform received a 
strong national consensus — evidenced 
aL, the nation’s acceptance of Chun’s 
“Fifth Republic” government. Chun, 
like Park in the early years of his rule, 
assumed the role of soldier-reformer. 


Seven years after Chun took over, as 
he prepares to step down from office — 
he would be the first president in Ko- 
rean history to do so of his own volition 


| — soldiers who submitted the reform 


serpin concede that their efforts have 
ad only mixed success. Income distri- 
bution has improved and inflation is 
under control, but the pressure of politi- 
cal exigencies, such as the constant stu- 
dent agitations and resistance to change 
in other quarters, have diluted the re- 
formers’ emphasis to more convention- 
ally oriented goals. 


A‘ a result, their long-range commit- 
ments to achieving more funda- 
mental political and societal changes 
weakened, with the reform goal giving 
way to sloganeering on democracy. 

The civilian-military coalition of 
Chun’s administration has also floun- 
dered and temporised as top decision- 
makers procrastinated over taking re- 
solute action on issues that could have 
produced significant long-term effects. 
The administration has failed to play a 
more constructive role as civilian tech- 
nocrats gained influence and coopted 
the reform platform. In this case of role- 
reversal, the military elites who first de- 
fined the limits of the political agenda 
later fell to carrying out policies formu- 
lated by civilian careerists. Chun’s sol- 
dier-reformer image collapsed. 

Despite their mixed image and un- 
even, accomplishments, the military 
elites cannot stand down from their re- 
sponsibilities and leave an uncertain po- 
litical future entirely in civilian hands — 
especially in the face of the growin 
radicalism of leftwing students and 
workers seeking to reorient fundamen- 
tally South Korea’s political institu- 
tions. Security imperatives remain too 
grave for any radical change in the coun- 
try’s political system. 

Facing the prospects of increased po- 
litical and social turbulence, it is time 
for the armed forces to redefine its con- 
ventional perspective as a group content 
to guard the safety of government and 
share power with the civilian bureau- 
cracy. Its perspective should be set 
against the much broader objective of 
attaining a stable political evolution as 
an equal — but no longer paramount — 
partner in the continuing political pro- 
cess, along with representatives from 
civilian sectors, including politicians 
from the moderate opposition. 

In the long-range goal of developing 
the South as a pluralistic political socie- 
ty based on a free-market econom , the 
military elites cannot stand outside the 
framework of political development but 
must form an integral part of it. After 
all, they are a major underwriter of the 
society which most South Koreans as- 
pire to build. Therefore, the question 
the e address is not whether the 
military should be politically engaged, 
as how such a role ka t bie erang de- 
fined for more practical purposes. E 
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By Margaret Sullivan in Washington — 
“j f you dig deep enough,” American 
children used to be told, “you reach 
China.” Washington’s Smithsonian In- 
titution has done just that:‘dug a mam- 


ia in its broadest definition, and Af- 
a south of the Sahara as well. As a rẹ- 
t, among other things, the Smithso- 
Rian is dramatically expanding the op- 
portunities it already provides Ameri- 
cans for reaching Asia. 

Built mostly underground, the in- 
titution’s new international museum, 


comprising the National Museum of Af- 
„tican Art, an International Centre and 
the Arthur M. Sackler Gallery, home to 
,000 masterpieces from China and the 
iddle East — was opened to the public 





stitution to intensify its existing interna- 

‘tional focus and showcase the non- 

Western as well as the Western world. 
This need has now been fulfilled. 








was not a problem and at the same time 
reserved the view of the historic build- 
ngs which surround the only remaining 
nd on the mall for such a project — the 
uadrangle south of the Smithsonian In- 
stitution Building (the landmark red 
brick “Castle”) bounded by the Arts 











“Gallery of Art. 











moth hole in its National Mall and, in a- 
ense, found not only China but all of 


‘education and research complex —_ 





Building underground meant that space . 


and Industries Building and the Freer ` 





Reaching Asiaina — 
Washington museum 


acre garden, the structure has 360,000 


-fte of floor space on three levels going 
down 57 ft, with the lowest level below 


the permanent water table; specially de- 
signed waterproofing ‘and concéaled 
drainage prevent seepage. Access to the 
museums, each of which occupies half 
of:the top two levels, is through two 
small rectangular granite pavilions. .. 
From the beginning, drawing visitors 
downward was a major concern of ar- 
chitect Jean-Paul Carlhian. “You take 
people down to hell, down to a depart- 
ment store’s bargain basement. You go 
up to heaven. You go up to the altar. 
The notion that you bring people down 
to great works of art was, in my mind, 
absolutely a unique challenge.” 
Developing approaches to things 
Asian from many perspectives: for as 
many different audiences is not new to 
PHOTOS: SMITHSONIAN PHOTO/KIM NIELSEN 



































the Smithsonian. ‘The Resident Asso- 
ciates Programme’s monthly public 
education pe a Sapa might- include 
~~ among other things — Mongolian 
dancers; Japanese language courses; or 
Indian cooking. Each summer on the 
Mall, as part of the National Folk-life 
celebration, there is food, music and 
story-telling from an Asian or Asian- 
American rere eG ; 

‘The Museum of Natural History is 
the repository of major ethnographic 
collections of Asian material: “One of 
the best in the world from the Philip- 
pines; over 6,000 from Indonesia,” ob- 
serves Paul Michael Taylor, the curator 
of Asian ethnology. “They’re not great 
art, but they have information for peo- 
ple on how varied the human condition 
can be.” 


he Sackler Gallery, planned to com- 

plement the neighbouring Freer | 
Gailery’s éxtensive collection and long- 
standing reputation for- scholarly re- 
search, solidifies the Smithsonian’s po- 
sition as one of the pre-eminent centres 
for the study and presentation of Asian 
art. The Sackler came into being 
through a 1982 gift by the late Dr Arthur 


aj} M. Sackler of pieces worth “at least 


US$50. million,” plus US$4 million to- 
wards the gallery's construction. Other 
major donations for the Sackler came 






| from the Japanese and South Korean 





+: governments. The US Government al- 
























, Roofed over by a ground-level 4.2- | Han dynasty chimera. | 


ocated US$36.5 million, about half 
the construction cost of the entire com- 
plex.: Monae 

A New. York- medical researcher, 
publisher, art connoisseur and avid col- 
lector; Sackler, 74, died in May this year 
without having seen the completed gal- 
lery his inquiring mind had so strongly 
influenced. “I collect as a biologist,” 
Sackler is reported to have. said. “To 








really understand `a civilisation or a so- 








ciety, you must have a large 
enough corpus of data. You 
can’t know 20th century art by 
looking only at Picassos or 
Henry Moores.” Earlier a col- 
lector of European paintings, 
he started his Asian acquisi- 
tions in 1950 when he realis- 
ed it was “still possible to 
amass an important collec- 
>a according to his wife, 
ui. 

Selected by Thomas Law- 
ton, director of both the Sac- 
kler and Freer galleries and the 
Smithsonian’s senior Asian art 
scholar, the pieces making up 
the gift concentrate on styles 
and types of Asian and Middle 
Eastern art not represented in 
the Freer. Lawton particularly 
focused on Sackler’s Chinese 
jades and bronzes and ancient 
Middle Eastern metals. He 
also chose 20th-century Chi- 
nese paintings by Qi Baishi 
and Huang Binhong, which re- 
present the Smithsonian’s first 
collecting effort in contem- 
porary Asian art, an area in 
which the Sackler will continue to be 
active. 

Why a second Asian art museum? 
Under the terms of the bequest found- 
ing it, the Freer can neither lend nor 
borrow, though its collection can be ex- 
peste through acquisition. The Sac- 

ler, with no such limitations, is free to 
develop travelling exhibitions and to 
present major international shows. 
Therefore, the Sackler will allow the 
Smithsonian to take an even more ac- 
tive role in the worldwide sharing of 
Asian art. 

The Sackler is accessible; it draws 
you down and in. Given the structure’s 
space, the gallery’s exhibition designers 
have carefully placed walls and ceilings 
io that the resulting sections are ap- 
propriately proportioned for what they 


What in Western theatre are thought to be barriers be- 
demolished 


tween ritual and realism are 





hold. Subtle details abound: the out- 
ward curve of a handrail that suggests 
Ming joinery, benches that are at once 
starkly contemporary and Ming, plexi- 
plass cases that repeat the pillared dou- 

le entryway into a particular exhibition 
that in turn suggests the main entrance 
to a third- or fourth-century tomb at 
Yinan, Shandong, where bronzes like 
those on exhibition might have been ex- 
cavated. 


B: what really hold the eye are the 
pieces in the four major and three 
minor opening exhibitions: a grouping 
of bi, late Neolithic jade Chinese disks; 
Qi Bishi’s four yellow gourds roughly ren- 
dered in a fall of black leaves above a 
crisply detailed cricket; three silver Ira- 
nian drinking horns with elaborate ani- 
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mal heads, crafted perhaps in 
100 BC; a tiny Han dynasty 
jade winged chimera. 

Perhaps the single most im- 

rtant piece on exhibition is a 

.400-year-old darkened piece 
of cloth: the Chu silk manu- 
script, the earliest example of 
an illustrated Chinese text 
which demonstrates the trans- 
formation of a number of 
everyday objects into their 
ideograms. It is also the only 
piece Sackler would not give 
the Smithsonian. At some 
time, he believed, it should be 
returned to China. 

Are we to simply see the 
art, or through it Asia and 
Asians? “There are people 
who do both things,” suggests 
Beach. Some “who feel that a 
single work of art looked at is 
self-explanatory. Others feel a 
work of art opens you out to 
understanding other things in 
the world. I hope we will an- 
swer both those needs.” 

Materials and events ac- 
companying the exhibitions 
help, particularly for the person new to 
the visual vocabulary of Asian art. The 
exhibition handout accompanying a col- 
lection of small jade and metal Chinese 
animals contains several simple folk 
tales about animals. A time-line of all 
the exhibitions is on the wall of the 
museum's lower entry hall. The Sackler 
has launched a full-colour quarterly, 
Asian Art, intended to fill a growing 
need for clearly written, in-depth infor- 
mation on Asian art, history and cul- 
ture. 

Ultimately, however, it is between 
viewer and object. An elderly guard, 
practically alone in a part of the gallery, 
drew a reporter’s attention to a large, rich- 
ly detailed, sensuous south Indian bronze 
of Shiva and Uma: “We haven’t come 
too far in 2,000 years, have we?” o 
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TIBET 
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| By Myriam Kaye in Macleodganj 
4 onspiracy theorists may blame the 
provocation and bloody suppres- 
_ sion of September's Lhasa riots on a bid 
| by leftists in the Chinese Communist 
| Party to discredit Deng Xiaoping’s re- 
| formists. But in this sleepy hill station, 
_ the one-street “capital” of the Dalai 
| Lama’s Tibetan government-in-exile, 
_ nobody has much time for ideologi- 
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J tions. 

Along with the sorrow and rage at 
the casualties, there is a distinct under- 
tone of relief that the Chinese have at 

_ last shown their “true,” thuggish face 
after the equivocations of the reformist 
1980s. In a tiny noodle stand known as 
The Yak Restaurant, young Tibetans 
_ gather around a 10-year-old boy smug- 
_ gled out of Lhasa by Nepali traders. His 
_ eyes dart about the unfamiliar sur- 
_ roundings with still-lively suspicion as 
he recounts the scenes of stacked 


| 


i 
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_ bodies, mass arrests and clinical details 
` of bullet wounds sustained by friends. 
Listening at an adjacent table, 
Jamyang Norbu mentally retraces his 
own road out of — and back into — 
_ Tibet. The only time he returned to his 
and grenades on my belt” as a 22-year- 
old commando in the CIA-backed in- 
cay tie of the early 1970s. Opposite 
the Yak is the home of the Dalai Lama, 
where the following interview took 


fant 


place: 
| Is sincere in its efforts to 
 humanise its rule? 


‘ 


In China proper, even with full 
| freedom, there is no danger of [the 
ie ey) litting up. But in the case of 
| Tibet, Peki 


_ cal distinctions between Peking’s fac-' 


_ Native land was “with a rifle on my back p 
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| What they are saying 
| atthe Yak Restaurant 


could put his finger in the cage and the 

arrot would do like this. e Dalai 

ma mimics a bird offering its throat to 
be stroked. ] 

I wanted that bird to have the same 
sort of attitude to me. I was impatient, 
though. I offered the parrot nuts on only 
a few occasions, then tried to make 
friends with him. But when I reached in 
to the cage . . . [pantomimes a beak clos- 
ing on his finger]. So I changed my 
method. I used a stick. It only got 
worse. 


But can one ever 
that one keeps in a cage? Can Tibetans 
and Chinese cooperate as 

king claims sovereignty over t? 

It is theoretically possible that 6 mil- 
lion Tibetans may have more benefit by 
remaining with the 1,000 million of 
China, instead of a shaky, unmanage- 
able independence. But it will depend 
vey much upon circumstances in China 
and will take time, many more years... . 

Unfortunately, the Chinese read 
my demilitarisation proposal as purely 
negative and separatist. They are 








ng may fear secession. My go? 


| feeling is that the Chinese must show |. 


| Tibetans that ‘we trust you, we come as 
| helpers, modernisers, not suppressors.’ 
i. 


= 

















` 


react accordingly . . . [but as long as 
_ China maintains a standing garrison of 
| 300,000 tr in Tibet} their words 
| ‘equality’ and ‘liberation’ are meaning- 
_ less, a contradiction: on one hand they 
| want Tibetan loyalty, on the other hand 
_ they use weapons on us... . 

When I was 13, I had a parrot. 
Every time the attendant who taught me 
| writing came to see me, he would bring 
_ some nuts and seeds to feed that bird. 
| So as soon as that man entered, even 
| from far away, the parrot would show a 


| 
$ _ treated us as a sincere friend, we would 
| 
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: e best way to express that sincer- |. 
_ ity would be to withdraw Chinese soldiers | 
_,.. it would be worthwhile. If Chinese 
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wrong. On the basic political status of 
Tibet in the future, my side remains 
very open. I do not want to cut off 
dialogue with Peking entirely, unpro- 
ductive as it is. I regard face-to-face 
human relations as too important. . . 
At the same time, I cannot say any- 
thing to discourage the Tibetan people. 
If I say ‘complete independence,’ that 
leaves no room for negotiation with 
China . . . On the other hand, how can I 
set autonomy as a goal, when Tibetan 
heroes are sacrificing their lives for in- 
dependence while I sit here in freedom. 


Have the Chinese made no genuine 
contribution to Tibet? —_. 

. . . Yes, there have been some 
schools, some roads, some hospitals. 
But these are isolated things. I don’t 
think the overall balance comes out in 
China’s favour, when set against the 
Tibetans’ suffering and loss of indepen- 
pula, hing they gi 

esides, for everything they give, 
they take something po à fne ip a 
modern school system koog of low 
standard], but they destroy traditional 
monastic education. They build hospi- 
tals and clinics, but they create such 
stresses that Tibetans now have heart 
problems and other sicknesses that they 
never had before. They build factories, 
but then fill all the jobs with Chinese im- 
migrants. And what good is a road when 
you cannot go n ere without a per- 

as defi 


mit? There nitely been econo- 
mic development in Tibet, but for 
Chinese, not Tibetans. 


Can non-violence really work against 
an adversary like Peking? 

Some Tibetans, especially youth, 
take a more radical view. They say 
Dalai Lama is too mild. I know their des- 
perate feeling. If they adopt violence, 
that might attract world attention, gain 
a few days’ headlines. But it only signals 
desperation, that there is no other way. 
Better to circumambulate the Jokhang 
cone central cathedral] and peace- 

recite sutras to show resentment 


‘| against the Chinese. ~ 


The accent is somewhat different in 


| the Dalai Lama’s Tibetan-language ser- 


mons, according to Jamyang Norbu. 
His holiness sometimes cites the 
Gitanka story of how Buddha, while on 
a ferry, slew a murderer who had snuck 
on board, in order to save a boatload of 


a several hundred fellow-passengers. The 
_| Dalai Lama has also preached that the 


moral status of an act may depend 
upon the motivation. In other words, 
ends may justify less-than-saintly 
means. 

From his table at the Yak Jamyang 
Norbu scans the young Tibetans on the 
streets, variously decked-out in punk 
floss clothes, Hindi-filmesque glitz or 
hippy gear. The Lhasa killings, he 
hopes, might galvanise their Tibetan 
consciousness, “give them something 


solid to base iton—likehate.” p 
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TECHNOLOGY 


The robot generation 


The Fifth Generation Fal 


: Why Japan is Betting its Future on Artificial In- 


lacy 
telligence by J. Marshall Unger. Oxford University Press, Oxford. US$24.95. 


Db so announcement of the Fifth 
Generation Computer Project in 
1981 sent Western governments into a 
tizzy. Knees that should have known 
better in Washington, Whitehall and 
elsewhere began knocking at the pros- 
pect of the inscrutable new computers 
that the project promised to produce. 
These machines would be endowed 
with something called “artificial intelli- 
gence,” which would somehow enable 
the Japanese to seize the lead in the 
(strategically vital) global computer 
stakes. Such fears were of course largely 
the creation of Western scientists work- 


ing in what Prof. J. Marshall Unger | 
terms “the highly speculative field” of | 


artificial intelligence who wanted more 
money for their own research, 

In this they succeeded beyond their 
wildest dreams. Since the Japanese an- 
nouncement the US, Britain and the 
rest of the EC have all cobbled together 
multimillion dollar “fifth generation” 
projects of their own, none of which, 
they freely admit, would ever have 
happened without the Japanese initia- 
tive. 

Many people took — and many con- 
tinue to take — Japan’s intentions at 
face value. Thankfully, Unger is not one 
of them. His timely new book cuts 
throug the woolly thinking that sur- 
rounds the project like a tu harged 
eop shearer. 

e book’s main contention is that 
the real aim of the Fifth Generation 
Project is not world domination, but 
simply to come up with a new kind of 
computer that will, at a stroke, remove 
the problems that the Japanese have 
using conventional computers. 

These problems stem from the Ja- 
panese insistence on computers being 
able to accept input couched in their 
own script, that gloriously arbitrary and 
often ambiguous melange of kanji, kana 
and romaji (Chinese characters, indi- 

enous syllabaries and roman Ea a 
ey want computers that can handle 
this script as easily as Western com- 
puters accept the alphabet. This, Unger 
convincingly argues, will never hap- 


pen. 

“The simple truth,” he writes, “is 
that computer technology and the cur- 
rent Japanese writing system are not 
fully compatible; that very modest 
innovations in orthography for pur- 

of data processing could cor- 
rect the situation without any sacri- 
fice of cultural identity, and that wait- 
ing for machine intelligence to come to 
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Young calligrapher: linguistics meets technology. 


the rescue is of questionable wisdom.” 


To support his argument, Unger 
takes the reader on a guided tour of Ja- 
anese script, pointing out in fascinat- 
ing detail the numerous inconsistencies 
of kana, romaji and what he memorably 
describes as “the great rambling web of 
kanji and their readings.” This web, 
Unger asserts, is, “from a strictly logi- 
cal, non-historical standpoint, such as a 
computer programmer might take,” 
really “just a burdensome collection of 
visual abbreviations.” 

But the Japanese are loath — even 
for the crucial application of data pro- 
cessing — to do without these abbrevia- 
tions, because they see them as an indis- 
pensible part of their language. To put 
aside kanji, however briefly, would mean 
a loss of national identity. Here, they 
confuse language with script (Unger 
suggests that this confusion is the reason 
why most Japanese believe that their 
language is niquer difficult to learn, 
and are invariably astonished when for- 
eigners manage to do so). 


bviously, Japanese is no more diffi- 

cult to learn to speak than any other 
language. What is undoubtedly true is 
that Japanese is more difficult, by at 
least two orders of magnitude, to learn 
to write. Small wonder then that the Ja- 
panese, having gone through the 11- 
year treadmill it takes to acquire suffi- 
cient kanji even to tackle a newspaper, 
are reluctant to relinquish them for 


AP 


the sake of the computer’s convenience. 


And, to be sure, every Japanese F 
as at- | 


hardware maker worth its salt 
tempted to capitalise on this reluctance 
by producing Japanese-language word- 
processors. The trouble is that none of 
these machines is particularly quick or 
easy to use (though they are admittedl 
faster, especially 
sions, than copying-out in longhand, the 
traditional drudgery of the Japanese of- 
fice). Worse, as Unger gleefully points 
out, the very act of using word-process- 
ors paradoxically causes users to forget 
how to write kanji, the very thing that 
the promoters of Japanese language 
input seek to avoid. 

He lists the various approaches 
taken to the problem — machine recog- 
nition of handwritten input, transcri 
tion to kanji from kana input 


'| keyboard, and coding characters so that 


each can be input with a unique two- 
stroke code (“patternless descriptive 
input”) — concluding that the third is 


in most cases, none is necessary. 

“Japan can remove all the obstacles 
that now prevent it from fully exploiting 
computer power by taking the following 
three steps: [1] separating those appli- 
cations that absolutely require output in 
native script 
those that do not; [2] adopting national 
standards for patternless 


in 
fall into the former category; and [3 
fostering public acceptance of romaji 
data processing in the majority of appli- 
cations.” 

That the third step is feasible can be 
seen from an example which Unger 


ives. Japan's largest trading company, — 


itsui Bussan, has always used romaji 


for its international Japanese telexes. It 


continues to receive thousands such 


when making revi- | 


the least bad (it is the cheapest) but that, | 


[eg. typesetting] from — 


escriptive — 
t for the few applications found to | 
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messages despite the availability of an | 


alternative medium, facsimile. 

The question for the future is whe- 
ther the Japanese are willing to view 
their writing system as a tool rather than 
a cultural property. Judging by the suc- 
cess of the Japanese language word-pro- 
cessor and the faith that is being placed 
in the Fifth Generation project, the 
chances are that they are not. “The Ja- 
panese will cling to kanji,” Unger con- 
cludes, “no matter how high the human 
costs, unless they perceive a consensus 
for change . . .” There are few signs that 
such a consensus is forming. 

Unger describes his book as an “at- 
tempt to explore the borderland where 
linguistics, Japanese society, and tech- 
nology meet.” It is hard to do such an 
ambitious undertaking as this justice in 
a short review. Suffice it to say that any- 
one even slightly 
these areas will find this an immensely 
stimulating and enjoyable read. 





interested in any of | 


— Bob Johnstone — 
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alling in love in Sindh | 
ssi Punnun by Hasham Shan, translated by Christopher Shackle. Vanghard 
Books, Pakistan. Rs 100 (US$5.70). l 


y meets girl, boy loses girl, and 
mw then both lose their lives is an eter- 
popular theme. The sad fate of 
-crossed -lovers evokes wide. sym- 

5 whether the tale is about the 
pean Romeo and Juliet, the Arab 
and Majnun, the Persian: Shirin 
nd Farad and.the Pakistani Sassi and 

nnun. Hasham Shah put into Punjabi 
erse the stories of other ill-fated lovers, 


ran, | found that few people knew of the 
legend. It is in the verses of folk poets — 
such as Hasham — that the story is pre- 
served and popularised. 

. Hasham was born in or around the 
year 1752 and died about 70 years later 
in Punjab. He wrote Sassi Punnun in the 
form of a long poem, 124 stanzas with 
eight lines’ each. It illustrates the rich 
earthiness of Punjabi as well..as ‘its 
philosophy and mysticism. Now it has 
been translated into English by Chris- 
topher Shackle of the School of Oriental 
and African Studies, London. And it 
has been given a wide-ranging and scho- 
larly introduction by Athar Tahir, a 
young Punjabi civil servant. 
































ahinval before attempting the story of 


siand Punnun. - 


au, Punnun, the Baluch prince; is.a 
miliar one: the lovers meet when Pun- 
un is visiting Sindh. They fall in love 
nd are parted; Sassi sets out in the de- 
rt looking for Punnun and dies; Pun- 


ahir’s introduction revives the trad- 
ition of the scholar-administrator 
which was well established and re- 
spected during British times. The col- 
onisation of Punjab by the British un- 
leashed a fresh energy and vitality 
among its administrators. Young and 
dedicated, they were often: scholars of 
note. The combination of field experi- 
. ence and scholarly interests:produced a 
literary genre. This culminated in the 
turn-of-the-century gazettes and eth- 
nographic’ monographs. Their qual- 
ity is still unrivalled. After indepen- 


ris granted. But in the telling of Sassi 
Punnun Hasham taps a deeper, more 
hilosophic vein in South Asian society. 
_ The story is old, perhaps going back 
500 or 600 years. Punnun was said to be 
m the Hot tribe from Kech in Mak- 
His fort, a decaying mud pile, still 
ids outside Turbat, the headquarters 
f Makran. When I was posted in Mak- 
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On the road to China 
anziger’s Travels: Beyond Forbidden Frontiers by Nick Danziger. Grafton 
£14.95 (US$26). 


-the 19th century, when Western 
diences avidly devoured books 

the treks of their empire-makers, 
el writing has:never been as popular 









of people he meets along the. way. 

In Syria, the Syrians are always 
apologising about the repressive nature 
of their regime, while in Turkey the 
Turkish Kurds are ferrying dissident 
Iranians across the mountains into Tur- 
key for a fat fee. In Iran, Danziger 
meets the most bizarre collection of 
characters that only a revoltition can 
throw up. And everybody along the way 
seems to be listening to the BBC World 
Service for the real news about their re- 
spective countries. 

He enters Afghanistan illegally from 








lick Danziger set off from London 
h £1,000 in his pocket and reached 
ing: “True travel doesn’t: just in- 
olve visiting a place and seeing “its 
ionuments; it involves getting to know 
inhabitants.” 2.0 es 
Travelling by the cheapest con- 
ance possible, his route takes: him. 
rough Syria, the Ayatollah’s Iran, the | 
dy war in. Afghanistan, Pakistan’s 
rthern areas and into Tibet. and 














group in Herat which transports him 
across the country to the Pakistan bor- 
der. He paints a surreal poi of unbe- 
.| lievable horror about the Afghan war, 
as he is attacked by Soviet helicopter 
gunships and crosses ‘vast stretches of 
mountain and desert. The tiredness.and 













Tran; and then joins up with a guerilla 





therefore, to see the re-emergence of the 
young scholar-administrator in Punjab. 
‘Hasham lived when. Muslim. power 
had collapsed in northern India and 
Muslim society was disintegrating. 

Muslims still had ‘one strong tradi- 
tion to fall back on: mystical Sufism. 
Punjab society, organised on flat plains 
and by rich rivers, has always been vul- 
nerable to conquest. Its villages were in- 
secure. They. were oppressed by .au- 
thoritarian state structures represented 
by harsh officials. So Sufism provided 
an escape from and a philosophy of so- 
cial existence. Indeed the political real- 
ity of Muslim decline in northern India 
sharpened the quality of tolerance and 
mystical love among them. It reflected 
the rich Sufi tradition in South Asia of 
sulh-i-qul (peace with all). 

Hasham in his personal life reflected 
the times he lived in and the tenets of 
suth-i-gul.. A descendant of the Holy 
Prophet of Islam, he learned Arabic and 
the orthodox texts when young. He also 
studied Sanskrit in Benares, married a 
Hindu, wrote his Sassi Punnun on 
the orders of Maharaja Ranjit Singh, 
ruler of ‘Punjab, and recited it at the 
Hindu -festival of Dhasherra. In true 
Sufi style, Hasham reaches outside 
South. Asia for references, to Biblical 
sources, Joseph and Jesus, and beyond, 
even to the Greeks, Plato and Aristotle. 
His- favourable standing at the Sikh 
court was rewarded by a jagir or estate. 

— Akbar $. Ahmed 































war-weariness of the Afghans as well as 
their unbelievable courage and patience 
comes alive in the book. In Peshawar, 
Pakistan, he meets head on with the 
other side of the war, the Western intel- 
ligence agencies, the ‘corruption and 
those who are making money out of the 
agony of others. ` 
Before he crosses into Afghanistan, 
he is rechristened’ Nick. Mohammed 
Khan and passes himself off as a Mus- 
lim. It is a throwback to the great British 
eccentrics of the 19th century who wan- 
dered around Central Asia and China 
pretending to be Muslim merchants and 
then came home to write about it. Dan- 
ziger certainly sees himself in -that 
- mould, a great traveller:and-a percep- 
tive listener, but the book doesnot hold 
together because there is no centre to it. 
Great. travel writing has a core to it, 
while Danziger romps through Asia like 
a schoolboy without: being able to 
analyse what he has seen. He has little 
sense of humour and such a trek cer- 
tainly needs one. © 
Danziger is a trained artist and this 
. beautifully produced book is well illus- 
trated with his own ‘photographs and 
_ drawin, OSS ae Ahmed Rashid 





















E : - cyclopaedia of unparalleled insight and. 
+... information, 


"Who needs it? 


E Ifyou have.any interests in China atall. 








‘or little more than the cost of a single night in a 
Beijing hotel, you can have two books vital to 
anyone doing business with China. 





The People’s Republic of 
China Year-Book 1987 

The People's Republic of China Year- 
Book 1987 is not only fascinating reading = 
for those with socialand cultural interests in 
China, but an essential reference for 
people with business dealings i in the 
country. 


` What is it? 


This classic.volume with over 750 pages 

* singularly offers the, most complete guide 
to every aspect of life within China 
available today. Its contents range from 

_ the people and culture to.economics, 
finance, trade, politics, education, science 
and technology. Plus countless other. 
subjects covered in precise detail. 

Ttis the culmination of thousands of hours 
“in-research invested by the New China 
News Ltd. professionals who. know the 

< country intimately. The result is. a 














“then you'll find the People’s 
Republi¢ of China Year-Book 
1987 to be`an essential 
companion. And, because 

it is completely indexed, it 

is a particularly helpful 
reference for students, 
professors and people conducting “@ 
< business in or with the country. © | 










“The People’s Republic of China 
‘Year-Book 1987 combined with | 
. The Almanac of China’s Foreign. |. 
Economic Relations 1987 bring 
you all the information about: 
China you'll ever need. 
Order your copies today. 








Together these two classics 
will bring you all the 
information about China 
you will ever need to know: 


| © Thousands of pages of detailed 
data examining the changing face of 


China, 


è Expositions, speeches and articles 
contributed by authoritarians, 
pertaining to the exciting market 
potential and business opportunities 
available in China. 


© Hundreds of photographs and 
illustrations of interest. 


ə Two systematic and valuable 


ai references for those with business 
„dealings in China. 


















, opportunities than they do today. The 


_encapsulates every detail 
businessman conducting 
. China - The; Almanac ol 
* Foreign Economic. Relations & 


: The Almanac: ‘records ‘articles par da 
<, contributed by leading scholars and 
“authoritarian as well as representa 



















The Almanac of China’s 
Foreign Economic Relations : 
& Trade 1987 


China's trade policies with the rest of 
the world have never offered more 


country represents an unprecedentes 
potential — an expanding market 
equivalent to one quarter of manki 
And yet, data on this rapidly. 
economy has, until recently, 
and unreliable. i 

Now, there is one book 





What is it? 


from China’s Foreign Economic Re 
and Trade Department. Its conte 
extensive and detailed, systematicall 
Jaid-out for éase of reference: It inclu 
vital information to businessmen, st 


restrictions, a 
offers listings: tp ‘poter 
r” “joint-venture partne: 


or already involve 
ara a 


offers an accurate e of ¢ 
economy but itis also the m 
bagar documentation of this dai 
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ad People’s Re ublic of China Year- Almanac of China’s Foreign .. The People’s Republic of 
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Charles Smith in Tokyo: 
“he crash of world stockmarkets, fol- 
£ lowed by the renewed and frighten- 
ig instability of the US dollar, seems to 
ave convinced Japan that it must start 
aying an active role in attempts to 
ork out a new reserve-currency system 
instead of just acting the part of a more 
orless disinterested bystander. 
_ But Japanese willingness to see the 
en take over part-of the dollar’s inter- 
ational reserve function still has to be 
anslated into concrete steps to boost 
he yen’s actual use in international 
transactions. In particular, foreign eco- 
nomic analysts: in Tokyo see the low 
level of the yen’s usé in international 
trade, and the time lag between domes- 
tic bond-market liberalisation and the 
growth of the Euroyen bond market, 
aS snags in the yen’s inter- 
nationalisation. 
~Japan’s unhappiness 
with the existing floating 
exchange rate system has 
en growing since early 
last year when the plunge 
in. the dollars denomi- 
nated value below. 
US$1:¥200 began to dis-. | 
t the country’s.export-. . 
nted manufacturing © 
nomy. But senior. offi- 
ae have ‘only very re- 
ently begun to say openly 
that Tokyo is ready retake 
the lead in putting to- 
_ gether a new system. 

At a speech to Euro- 
‘an and Japanese bank- 
s attending an EC-sponsored confer- 
e On international currency issues in 
€ October, the Vice-Minister for In- 
miational Financial Affairs Toyoo 
3yohten referred to the existing dollar- 
sed floating system as a “major cause’ 
the contradictions” in the world eco- 
mic system and referred to ‘discus- 
ins that were “just starting” on a new 
stem. Japan would have to be one of 
e “main supporters” of the movement 
or change, he added, because it stood 

lose more than most advanced indus- 

ial countries from the old system. 
The key to Japan’s dilemma, Gyoh- 
| explained, was the fact that its 
nomy was closely tied to the US as a 
tarket and as a destination for overseas 
estment. Both of these relationships 
nvolve Japan in heavy exchange-rate 
risks under the present. dollar-based 
ating exchange-rate system. 
- Foreign Sea in Tokyo suggest 
that the Gyohten s 






































peech can be inter- 





preted to mean that Japan is now at least 


as ready as West Germany to start talk=° 


ing about a new “multi-currency’ sys-: 
tem” which would replace the US dollar 
as the main unit of value in world-trade 
and as a reserve currency by a system 
based on the dollar, the yen and a Euro- 
pean currency such as the Deutschmark or 
the ECU. But talks on such a system can 
hardly be expected to get under way 
until the US has “prepared the ground” 
by working out credible policies for cut- 
ting its budget deficit, the sources point 
out. This would mean that the adminis- - 
tration would have to reverse previous 
stands against tax increases while giving 
convincing proofs that it actually wants 
to stabilise the dollar exchange rate: 
More important, discussions on a` 


new system of linked exchange rates beż 


tween the dollar, the yen and the ECU 


would be meaningless without some as- 
surance that the system would be ac- 
cepted by traders and investors. A. 
major problem is the survival of institu- 
tional arrangements and habits of mind 
that continue ‘to favour the use of the 
dollar long after currency dealers and: 
others have lost faith in the ability of the 
US to manage its economy. 


One of the ironic points about the | 
present dollar crisis, according to | 


Masahiro Uchida, senior researcher at 
the Bank of Tokyo; is that the ratio of 
yen and Deutschmarks in the monetary 
reserves of. governments. and central 
banks has actually declined over the 
past 18 months as a direct consequence 
of attempts to prop up the declining dol- 
lar exchange rate. po 
A country breakdown by the IMF 
suggests that most developing countries 
reacted to the dollar’s fall last year by 





TMM TOWARDS A WORLD ROLE 


{% of international transactions denominated in yen) g 





trading 





Tokyo ponders a reserve role for the yen - 


In search of standards 


getting partially out-of dollars and rein- 
vesting reserves in stronger currencies 
such as the Deutschmark or yen. Ad- 
vanced countries, however, bought dol- 
lars heavily to-slow the collapse in the 
exchange rate (and incidentally to pro- 
tect exporters and investors from ex- 
change loss). The impact of this on the 
percentage ratio of dollars held in ad- 
vanced countries’ reserves more than 
counterbalanced the rise in the dollar 
value of yen or Deutschmark reserves 
brought about by shifting exchange rates. 
To produce a really marked shift to- 
wards the yen in the make-up of official 
reserves, Uchida suggests that Japan 
may need to find a way of boosting the 
use of the yen as an international trad- 
ing currency. But progress is blocked by 
two major obstacles. The 
first is that the tradition of 
pricing most commodities 
traded in world markets in 
dollars has forced Japan it- 
self to. settle nearly-all its 
import bills in dollars. 
Switching from dollars 
to yen as the standard cur- 
rency for crude-oil imports 
is possible in theory but 
would involve serious risks 
to the stability of both 
currencies during the 
change-over, economists 
believe. A possible solu- 
tion might be a phased 
change-over with govern- 
ment. purchases. of oil 


REVEWTARLEbyEamytee being. priced .in.. yen to 


begin with while the dollar continued to 
be used for commercial transactions. 


A second’ problem. is that Japan’s 
% Asian trading partners, including the 
fast developing newly industrialised 
countries, have reacted to dollar weak- 
ness by trying to reduce the proportion 





-of their imports from Japan which are 
paid for in yen, The ratio of Japan’s yen- 
„denominated .exports. to countries in 


Southeast. and Northeast Asia fell from 
46.7% (in terms of the number of trans-’ 
actions) in 1985 to 37.5% 1986 as more. 
customers for Japanese goods insisted’ 
on dollar-based «contracts. Southeast 


_Asian countries seem happy to use the 
yen as the contract currency when sell- 


ing to Japan, but for the time being this 
is producing only a very slight impact on 
the overall pattern of Japanese import 
transactions. © 

_ Compared with its lowly position as a 
rency the yen has achieved a 




















eee fet eee oe 
high profile in international capital mar- 
kets, particularly the Eurobond market 
_ where the value of Euroyen bond issues 
has ballooned over the past few years. 
But many Japanese analysts, and nearly 
all foreigners, see this as a rather decep- 
tive achievement. The dramatic in- 
crease in Euroyen bond issues that 
started in 1985 and continued during the 
following year reflected early redem: 
tion of bonds originally issued in 
Tokyo’s domestic capital markets by 
borrowers who found they could raise 
money more cheaply in the newly de- 
regulated Euroyen market. 

The switch to Euroyen bonds coin- 
cided with a sharp fall in the use by for- 
eigners of Tokyo’s tightly regulated, 
and relatively uncompetitive samurai 
bond market (a bond market used by 
foreign borrowers but subject to the 
same rules and regulations as domestic 
bond issues) so that in a real sense the 
Euroyen bond-market explosion did 
not mean a greatly increased interna- 
tional role for the yen. 

Masaharu Kuhara, a senior re- 
searcher at the Japan Centre for Inter- 
national Finance, points out that the 
practice of quickly switching yen raised 
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modification of this system now allows 
international institutions such as the 
World Bank to issue daimyo bonds that 
are floated in the Tokyo capital market 
but registered in Luxembourg. But or- 
dinary borrowers must continue to work 
through the costly and time-consuming 
traditional system. 


O utside Tokyo, the yen’s emergence 
as an international capital market 
currency has been hindered by sheer lack 
of investment opportunities, Uchida be- 
lieves. About 35% of Japan’s long-term 
overseas assets were yen-denominated 
at the end of 1986, but the figure had ac- 
tually fallen by 3% from a year earlier as 
the rush by investors to acquire US Gov- 
ernment bonds increased the dollar 
component in the country’s overseas 
investments. Japanese life-insurance 
companies and trust banks put money 
into US bonds in 1986 largely because 
they could find no other markets large 
eno to absorb their resources, 
Uchida points out. But the adoption by 
the Japanese Government of a realistic 
policy for recycling the country’s 
surpluses might have changed this. 
Recycling of surpluses in the form of 


ee py 








on the Euroyen bond market into float- 
ing-rate US-dollar paper means that the 
market is actually more of a technical 
extension to the existing dollar-based 
international capital markets than a yen- 
denominated market in its own right. 

Kuhara and others believe that the 
solution to this problem is liberalisation 
of Japan’s domestic bond market in 
such a way as to make the market both 
fully open and highly competitive in re- 
lation to other world markets. But 
Ministry of Finance officials, whose pri- 
mary concern is with the stability of in- 
ternational capital markets, seem un- 
likely to move as fast in changing the 
system as the internationalists hope. 

A key part of the Japanese system is 
the system of “commissioned banks” 
which results in costly and time consum- 
ing registration procedures (prepara- 
tions to float a bond issue in Tokyo can 
take up to one month compared with 
two to three days in Europe). A partial 
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foreign aid could have a pump-priming 
effect, economists point out, since it 
would stimulate the launching of new 
projects in developing countries that 
would in turn need commercial financ- 
ing in yen — thus helping Japanese in- 
vestors to avoid the exchange risks in- 
separable from investing in dollars. 

The negative side of yen inter- 
nationalisation from Japan’s viewpoint 
would be a reduced ability to manage 
the country’s own economy through the 
traditional m isms, such as control- 
ling apoE supply through direct re- 
straints on bank lending. But in the view 
of all but a tiny handful of traditionalists, 
loss of control at home is a lesser risk 
than further exposure to the exchange- 
rate losses caused by the present US 
dollar—based —s system. A still 
greater risk is that Japan — and the 
world economy — might flounder half 
way between the two systems with con- 
tinuing exchange-rate uncertainty. 
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POLICIES 


Privileged 
fewer | 


The Four Dragons GSP 
benefits are threatened 


By Robert Manning in Washington 3 
Fo East Asia’s four dragons (Hong- 
kong, South Korea, Singapore and 
Taiwan) an unexpected threat — 
from Washington, their most important | 
market, may soon be on the horizon. | 
The REVIEW has learned that the | 
Reagan administration is actively con- | 
sidering a proposal from US Tı Vig 
Secretary James Baker to eliminate | 
duty-free treatment for exports enjoyed | 
by Asia’s newly industrialised countries a 
(NICs) and Brazil under the generalised | 
system of preferences (GSP). Sol 
This latest threat, which has already 
drawn protests from major US b - 
es and the NICs, is now working its way _ 
through the Washington bureaucracy, 
though some US officials say the propo- 
sal may be quashed before it lands on 
President Reagan’s desk. Baker first 
raised the idea, well-placed sources 
the REVIEW, at a 21 October meeting 
with Secretary of State George Shul 
and then National Security Council a 
viser Frank Carlucci. sus 
After gaining their support, the idea 
was then brought before the inter- 
agency Trade Policy Review Group. | 
at high-level body then recom- | 
mended, sources say, that a working- 
level group devise criteria for bee / 
ing advanced NICs out of the GSP pro- 
gramme — possibly by January. 
At present, some 3,000 pi 7 
from 140 countries get duty-free treat- 
ment under the GSP progam The 
current criteria for GSP were redefined 
in Jan after a general review was | 
conducted late in 1986. As of the | 
review process, the US held lengthy | 
consultations with the four dragons — 
which account for the lion’s of 
GSP. Last year, Hongkon wo | 
US$1.4 billion), South Korea {u eA 
billion), Taiwan (US$3.8 billion) and 
Singapore (US$730 million) accounted | 
for 61% of the total US$13.3 billion of — 
US imports under the GSP programme. | 
Before the general review the limit — 
on GSP items was set by Berge e r : 
need,” which was achieved when an | 
item reached 50% of total US imports 
or US$70 million — at which point it | 
was “graduated” out of the p oe 
After the review, a second set of limits © 
— 25% of total US imports or US$25 — 
million — was set for certain pro- | 
Soas, particularly from advanced 
N airs 


But the US altered the GSP pro- | 
gramme in another way, in part as a re- 


| 









































i € 
Sines: 


4 


oducts 


so "= 


ce Ol ee lal atl 







ob 
epee at Serr et a 
_ sult of a 1984 trade bill 
| several conditions pe: 
l labour practices, market access, and its 
stand on intellectual- rights, 
| the lower competitive-need limits could 
be waived. This was a conscious attempt 
- to use GSP as leverage on the NICs’ 
- trade policies. In the case of the Asian 
NICs, intellectual-property and mar- 
_ ket-access issues were key goals. US of- 
| ficials and business executives concede 
_ that this tactic has met considerable suc- 
cess, leaving many analysts baffled at 
| the rationale of the new proposal. 
| As rumblings of the initiative began 
circ ating, business groups, lobbyists 
b sa d the NICs flooded the offices of 
| Clayton Yeutter, the US Special Trade 
| Representative with protests. A letter 
- sent to Yeutter and five cabinet mem- 
| bers by the GSP coalition, a group of 
| leading US manufacturers an ee 
| ers, charged that the move “would hurt 
| US competitiveness and would not con- 
| tribute to efforts to reduce the trade and 
| budget deficits.” 
| The letter said that imports covered 
| by GSP account for less than 4% of total 
| US imports. Urging against elimination 
| of GSP benefits, the letter argued that 
| the move would “undermine the lever- 
e built into the GSP programme . . . to 
eliminate trade barriers and enhance 
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| By Colin James in Wellington 
AJ hen the sharemarkets dived, the 
| wonder in New Zealand was that 
| the financial markets did not dive with 
| them. That wonder was all the greater 
_ because only a week before, an un- 
_ guarded remark in parliament by Trade 
and Industry Minister David Caygill 
| that a lower-than-expected inflation 
| rate had removed the need for interven- 
-tion in the exchange rate had a 2 
| US cents off the New Zealand dollar. 
| But fora week after the crash, the dollar 
and interest rates held steady. 
_ _ Thus encouraged, the government 
_ initially took no action. The word from 
ies ome officials and Finance 
Minister Roger Douglas was: business 
as usual — and no change in monetary 
and fiscal policy. It was not until 5 
_ November, after the stockmarket had 
| plummeted to a low of 2203.6 on the 
= Barclays index of 40 leading stocks, 
39% below the 16 October level, that 
- Douglas felt compelled to intervene. 
He went on to foreshadow an 
_ economic package of tax cuts and in- 
_ come-maintenance changes and to indi- 
| cate a change in monetary stance. 
| The change in monetary stance by 
| the Reserve Bank, when it came on 6 
| RENY oT] > RT. 
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f a country met 
>rtaining to its 


t and patent | 
protections.” Finally, it 
warned that such a move 
would “damage the gen- 
eral business climate in 
these countries.” Among |. 
those signing the let- | $3 
ter were officials from | ^ 
AT&T, Westinghouse, | — 
Apple Computer, Philip 
Morris, the Toy Manu- 
facturers of America and 
Caterpillar, Inc. ' 

S lation as to why 
Washington would seek 
to change GSP policy 
now generally runs along two lines. 
First, analysts say, the administration 
sees the move as an effort to appear 
tough on trade. Eliminating GSP for the 
advanced NICs would be little more 
than a symbol, but could make a small 
dent in the massive US$180 billion trade 
deficit as well as in the budget deficit (by 
collecting US$500 million to US$1 bil- 
lion in revenues from imports). 


he White House is well aware that 
there is little opposition to (and sub- 
stantial support) in Congress for curb- 
ing trade benefits with countries that are 
running large trade surpluses with the 


US. Last year, Taiwan had a US$12 bil- ||. 


| Let nature take its cou 


Zealand waits on the US before taking currency decisions 


November, was only a NZ$10. million 
(US$6.3 million) rise in the daily cash 


balance in the banking system, the sort 


of move made several times during the 
year without fanfare. But together the 
words and the action injected a measure 
of confidence and stockmarket 
bounced back by 188 points, the 
biggest-ever one-day rise. 

ut that was not the end of it. The 
market slid again by 52 points on 9 
November, underlying the continuing 
nervousness in the market. A con- 
ference of the Labour Party, which 
challenged the government's economic 
policies, did not help nerves, even 
though Douglas declared defiantly that 
he would not change “one iota.” 

The NZ dollar, meanwhile, had al- 
ready had its share of the jitters. On 27 
October it shed 4 US cents, even while 
the US dollar itself was depreciatin 
against the major currencies. That put it 
around 60 US cents (two days later it 
was around 59 US cents) and dealers 
said it could drop further. The drop in 
the trade-weighted index from its peak 
on 7 October was 11%. 

Instead, it has since clawed back 


around 2 US cents to trade at 62 US- 




















lion plus; South 
Korea, US$7 billion, and 
Hongkong, US$6.4 bil- 
lion. The trade sur- 
luses of all the Asian 
ICs had risen signi- 
ficantly in the first eight 
months of 1987, and 
Taiwan, according to 
| US Commerce Depart- 
| ment projections for 
| whole year, may run a 
US$19.7 billion sur- 
plus with the US while 
that of South Korea may 
reach US$9.8 billion. 
These realities, says one US official 
“do raise the question of why we give 
yi GA to countries that seem to 
have little problem competing with us.” 
Yeutter, speaking to foreign correspon- 
dents in late October in Singapore, 
pointed out that many Asian NICs had 
“made so much economic progress in 
the past 40 years that they can no longer 
be classified as lesser-developed coun- 
tries.” The downside of any monetary 
benefits reaped by changes in the GSP 
Ree is that it would undermine 
S credibility and efforts on a variety of 
fronts (such as a new Gatt round) to 
strengthen the free-trade regime. 
The other rationale cited by analysts 


cents on 10 November. Commentators, 
unwilling to offer predictions, retreated 
to a description of the currency as 
“volatile.” 

Some of the conventional logic 
suggests it should be lower than it has 
been. The underlying fundamentals of 
the economy cannot support it at its pre- 
sent level, some economists argue. 
They point to a rise in its real value (the 
trade-weighted index adjusted for the 
difference between New Zealand's high 
inflation and the much lower inflation of 
its main trading partners) of 8% in three 
years — at a time when the economy has 
been going through a major shift in eco- 
nomic po icy the restructuring re- 
sulting from that. 


ne factor holding it up has been in- 

terest rates, which have been in the 
18-21% range since May for 90-day 
commercial bills and around 16-17% for 
five-year government stock — very at- 
tractive rates for foreign investors. 
Rates moved little initially after the 
stockmarket crash, but then climbed 
one Pee oe pom for 90-day bills to 
about 21.5% before the Reserve Bank’s 
6 November intervention. On 10 
November those rates were down to 
about 18.5%. On 9 November, declar- 
pee money market to be lacking con- 
fidence, the major banks cut deposit 
and, in one case, lending rates. 

Two other factors have helped keep 
the NZ dollar relatively high this year. 
Rising prices for agricultural com- 
modities and pulp and paper, which to- 
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is that Baker is raising the spectre of 

GSP elimination as a stick to prod some 
NICs — particularly South Korea and 
Taiwan — to appreciate their currencies 
against the dollar. There is no concrete 
evidence that this looms behind the ini- 
tiative, but for months the US has both 
pey and privately been pressing 

oul and Taipei to revalue. 

In the past 18 months, the won has 
appreciated only 8% against the falling 
dollar. Although the NT dollar has in 
the same period appreciated by about 
30%, Taipei’s US$65 billion foreign re- 
serves are cited as the rationale for 
further appreciation. 

Some Asia-hands in the administra- 
tion opposed to the GSP move told the 
REVIEW that the difficulty in devising 
new criteria for immediately ending 
GSP benefits for advanced NICs could 
lead to the initiative’s demise. Says one 
official: “I don’t think they can find suf- |. 
ficient justification for it.” 

Other analysts say that sensitivity to- 
wards Brazil’s US$100 billion foreign 
debt is another factor that would make 
Boring new criteria politically dif- 
ficult. Whatever the fate of Baker's pro- 
posal, it appears a measure of Washing- 
ton’s desperation in efforts to conquer 
the twin US deficits that continue to 
plague global markets. 



































gether account for around 60% of ex- 
ports, helped improve the terms of 
trade by 8 points (from 72 to 80). And 
substantial labour productivity im- 
provements in many manufacturin 

companies (in many cases of 35-30%) 


enabled them to continue to trade, even ; eas : L. 
with the dollar at levels they had previ- appreciate The Pavilion Inter-Continenta 


biti A very individual, luxurious hotel where 
ly thought prohibitive. ry , i 
jar aia, the high dollar has service is quietly dedicated to standards which 
been biting. Manufacturing investment, never compromise. 
hit by export difficulties and by in- Where it should come as no surprise to 


creased competition from imports, has i f 
fallen dramatically. An increasing find Singapore s most elegant restaurants such 
as Maxim’s de Paris. 


number of companies chose to shift the $ 
balance of their activities somewhat Isn't it time you came to stay? 


(and in some cases entirely) from local AtNumber One Cuscaden Road, 


roduction to distribution of imports or, e i 
if they did invest in productive capacity, Singapore 1024. Tel: 733 pE : ikiona 
placed that investment offshore. An- or reservations just call: Bangko 


nual accounts now coming through Hong Kong 5-229 879 Jakarta 370 108 
tell the story: industrial conglomerate Manila 81-59-711 Sydney 232 1933 Tokyo 503-4111. 


Fletcher Challenge earned half its pro- i Bey 
fits for the year to June from exports, Or any International Airline, Travel Agent 


compared with 20% the previous year; or Inter-Continental Hotel. 
another industrial conglomerate, Fel- 
tex posted 55% of its profit from 
offshore production. 

Thus, while there is more disagree- 
ment among commentators now than in 
April, the balance of opinion still lies 


The more you travel, the more you will 


: THE 
with those expecting the NZ dollar to 
fall. This belief has been accentuated PAVILION 
since the sharemarket crash because the INTER: CONTINENTAL 
crash is ex ed to accelerate the fall in SINGAPORE 


inflation (down to 1.6% for the Sep- 
tember quarter from a peak of 5.1% in $ 
the June quarter of 1985). And that fall CREATING LASTING IMPRESSIONS 


is expected in turn to help push down in- 
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terest rates. At some point they will 
cease to be attractive to foreigners and 
the dollar is then likely to fall. 

Douglas, for his part, refuses to com- 
ment at all on the exchange rate. Apart 
from the slight monetary adjustment, 
he has refused to change his mac- 
roeconomic policy despite mounting 
criticism — instead he intends to force 
the pace on reform. 

“You have to look at what the likely 
repercussions are and no one really can 
make a judgment on that at the mo- 
ment. It really depends on what the 
Americans do,” he told the REVIEW. 
He expects that US action will tilt the 
balance of pressure from the tradeables 
sector, where it has principally fallen so 
far, to the non-tradeables sector. 

The upshot would be “more of the 
same” in policy. “And one could argue 
that one should move quite quickly on 
areas such as tariffs and regulatory re- 
form.” The first, due in early December 
in response to a report from a working 
party of government officials and indus- 
try and union representa- 
tives, is on Caygill’s desk. It 
proposes across-the-board 
tariff reductions from mid- 
1988. The softest option is for 
a reduction to a maximum of 
25% over four years. The 
toughest option is for a maxi- 
mum of 7% in three years. 
The government is likely to 
endorse medium options in 
the 15-20% range. Current 
tariffs ad up to 50%. 

The other changes are due 
around the same time. They 
are likely to amount to some 
cuts in personal and company 
tax, but also are expected to 
involve a continuation of the 
government's programme of 
closing company-tax loop- 
holes. There is likely to be 
some restructuring of the 
welfare-benefit system to en- 
courage people into the work- 
force and into training and education. 

Meanwhile, Douglas is also not 
backing off on another policy: to sell off 
shares in government trading enter- 
prises in order to close the budget deficit 
and begin paying off official debt, the 
servicing of which takes a quarter of all 
government spending. e govern- 
ment’s remaining 70% share of its 
petroleum-exploration and processing 
company, Petrocorp, is out for tender 
and Douglas said: “We currently have 
expressions of interest from 38 parties in 
Petrocorp and those people are in the 
process of putting in a bid, so we are 
proceeding on that.” He added: “We 
are still proceeding on the Development 
Finance Corp. [DFC] and Air New Zea- 
land, so at this point, nothing has 
changed.” The postponement of the 
proposed DFC/Trustbank merger does 
not effect the privatisation programme 
at this stage. 














































































Victims of reality 
Investment companies are hardest hit by the stockmarket plunge 


By Colin James in Wellington and Chris Marchand in Hongkong 


he casualties are appearing from the crash in the New Zealand and 
Ti aa DAN , they feature some of the in- 
vestment 


companies which have been aggressively overseas in the 
fi into i 
is Now Zcolewd, tha tess cansalty was Foda Corp- on trstenelt cous 
run 


In 
R35 milion (U35272 milion) of is mo main investments Ariadne (an 


trading bank), is headed by South Pacific Mer. 
Anderson. It must decide whether to inject NZ$100 


ee ee 
rien. Rags sen od a cashflow 


[to buy the stakes} had already been 
investment have been 
| she! nair thy malt OIDEAS, ciscley tavestoonse 
F Ltd (BIL). BIL shares have dropped to as low as NZ$2.33 
into Hongkong with 

its unconditional cash offer to buy out their 
en nen nee ae re O 30) a 
On 9 November, Hi 


listed vehicle, — was not grounds to 
cancel the Impala offer. Astin noted that Renouf Corp.’s 
Impala offer, dated 5 August, was clearly stated to be un- 


The breakdown of these myriad deals ina 
earlier this year between J and x 
duo had been business with pring (lov aeaieo 
Corp. Plans for J . to take control of the os 
was to have made a rights issue to finance the 


handing Impala a book loss of NZ$4.38 a share, or nearly HK$600 million. 
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, Over 2000 securities issues h sted through Kredietbank 
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representing an equivalent amount of US$ 170 billion, 


— a" Kredietbank Luxembourg is domiciling or rendering administrative services to 

~ nearly 1,000 holding or other companies. , 
o A special department of Kredietbank Luxembourg is adn speci fic 
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ẹ world now has two new 
enchmarks from the leader 
high-performance personal 
omputing. The new 20-MHz 
COMPAQ DESKPRO 386/20 and 
he 20-lb., 20-MHz COMPAQ 
PORTABLE 386 deliver system 
performance that can rival 
minicomputers’. Plus they intro- 
duce advanced capabilities 
without sacrificing compatibil- 
ity with the software and hard- 
ware you already own. 












t simply works better.. 





Both employ an industry- 
standard 80386 microprocessor 


and sophisticated 32-bit architec- 


ture. Our newest portable is up 
to 25% faster and our desktop is 
actually up to 50% faster than 
16-MHz 386 PC's. But we did 
much more than simply increase 
the clock speed. 

For instance, the COMPAQ 
DESKPRO 386/20 uses a cache 
memory controller. It comple- 
ments the speed of the micropro- 


long Kong, Microware U.S.A, Limited, Tel. no.: 471289, Tix. no.: 89586. Indonesia, Gmkom, Jakarta, Tel. no.: 361343, Tix. no 
China/Minzu Hotel, Tel no.: 568541 ext. 2957/2958, TIX. no.: 22848. People's Republic of China, Eekon—Hong Kong, ‘Tel. no.: 








on earth 





The new COMPAQ DESKPRO 386/20" 


cessor, providing an increase in 
system performance up to 25% 
over other 20-MHz 386 PC's. It's 
also the first PC to offer an op- 
tional Weitek™ Coprocessor Board, 
which can give it the performance 
of a dedicated engineering work- 
station at a fraction of the cost. 

They both provide the most 
storage and memory within their 
classes. Up to 300 MB of storage 
in our latest desktop and up to 
100 MB in our new portable. 


: 663651, Malaysia, Microcomputer Centre, Kuala 
714028, Tlx. no.: 76626. Philippines, Datronics, Manila, 









and the new 20-MHz COMPAQ PORTABLE 386" 


Both use disk caching to inject 

more speed into disk-intensive 

applications. 

As for memory, get up to 16 MB 

_ of high-speed 32-bit RAM with 

-the COMPAQ DESKPRO 386/20 
and up to 10 MB with the COMPAQ 

. PORTABLE 386. Both computers 
feature the COMPAQ’ Expanded 
Memory Manager, which supports 
the Lotus*/Intel*/Microsoft* Ex- 
panded Memory Specification 
to break the 640-Kbyte barrier. 


Lumpur, Tel. n 


Tal, no.: B18-2703, Tix. no.: 23232. Singapore, Computer Industries Lt 


o.: 7188332, Tix. no.: 37830. Pakistan, Computer Graphics and Systems, Lahore, Tel now 2 
d., Tel. no. 225836, Tix. no.: 22907. Thailand, Olympia 


With these new computers 
plus the original COMPAQ 
DESKPRO 386", we now offer 
the broadest line of high- 
performance 386 solutions. 
They all let you run software 
being written to take advantage 
of 386 technology. 

And to prove it, from now until 
December 31, 1987, we're including 
Microsofts Windows/386 Presenta- 
tion Manager free with your pur- 
chase of any COMPAQ 386-based 





37283, Tix. no.: 24492. People's Republic of China, ComputerLan 
Thai, Bangkok, Tel. no.: 2340770, Tix. nos ZOI : 



















PC. It provides multitasking 
capabilities with today's DOS 
applications to make you consi 
erably more productive. But 
that's just the beginning. For 

more information, see the listing 
below to call the Authorized _ 
COMPAQ Computer Dealer 
nearest you. : 





Intel, Lotus, Microsoft, and Weitek are _ 
trademarks of their respective companies 
©1987 Compaq Computer Corporation. 
All rights reserved. 
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1988 Events 


BAU 
8th International Trade Fair 
for Building Materials, 
Building Systems, Building 
Renovofi 
















C-B-R MÜNCHEN 
19th Caravan - Boat 
International Travel 
+ Market Exhibition 





ere INHORGENTA MÜNCHEN” 
15th internotional Trede Fair 
for Watches, Clocks, 
Jewellery, Precious Stones 
and Silverware, with their 
Monufacturing Equipment 
32. 16 February 1988 


| FASHION-START- 
MÜNCHEN” 
| Spring 


< 23 February 1988 








ISPO - Spring’ 

28th International Trade 
Fait for Sports Equipment 
and Fashion 

25-28 February 1988 








| 40th international Light 

| industries and Handicrafts 
i Fair 

The Fair for Small and 
Mediworsized Enterprises 
2-2 rch 















57th MODE-WOCHE- 
MUNCHEN” 
international Fashion Fair 
27 - 30 March 1988 








"Trade visitors only 


Subject to alterations 


















| 105th CONGRESS OF THE 


| “GERMAN SURGICAL 
SOCIETY” 

with Specialist Exhibition 
: if 


ANALYTICA 

Vth International Exhibition 
with International Conference 
19-72 April 1988 














BÜRO + COMPUTER 
lth Trade Fair for 
Office Technology, 
Computers, Office Furniture, 
Organizational Methods, 
Drawing Techniques 
4-7 May 1988 
ELTEC 
Exhibition for Electrical 


Engineering 
22 dane 1708, 





T] FASHION-START- 


| menee cre 


| MÜNCHEN” 
| Autumn 


j 


“| 28- 30 August 1988 


29th International Trade 
Fair for Sports Equipment 
and Fashion 

30 Aug,-2 Sept. 1988 










IKOFA" 
17th International Trade Fair 
| for the Food Industry 

| 16 - 21 September 1988 





MESSE MONCHEN. 










58th MODE-WOCHE- 
MUNCHEN* 
international Fashion Faw 
2. 5 October 1988 


DEUTSCHER 


Conference of 


l APOTHEKERTAG 
} 





CERAMITEC 

4th internotional Trade Fair 
of Machinery, Equipment, 
Plant and Raw Materials for 
the Entire Ceramics Industry 
18. 22 October 1988 






| 2nd International Trade Fair 
for Computer integration 

in Logistics, Design, Develop 
ment, Manufacture and 
Quolity Assurance, 

with Congress 
October 1 








ELECTRONICA 

13th international Trade Fair 
for Components and 
Assemblies in Electronics 

8. vem] 








- TIth HEIM + HANDWERK 
Handicrafts in the Domestic 
L 





Sphere with Special Shows 
| and Technical Displays by the 
} Various Handicrafts Branches 
26 Nov, - 4 Dec, 1988 











Information: Münchener Messe- und 
Ausstellungsgeselischaft mbH 
Postfach 12 10 09 
0-8000 München 12, 
Telephone 189) 51 07-0, 
Telex 5212 086 omeg d, 
Telefox (89) 51 07-506. 
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I get as much pleasu re pouring it 
for others as I do for myself”. 








‘All airlines say goodbye 
at the end ofa flight” 


KLM serves 132 destinations world-wide. And at every single one voa will find KLM’s 
own ground staff. To offer help and assistance. And a friendly smile. 


e600 
Even in those places you least expect it. 


Anywhere in the world. Test us, try us, fly us. The Reliable Air line KLM 


Royal Dutch Airlines 
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Buying in at the top 


| The Hinduja family gains a long-sought foothold in India 


By Lincoln Kaye in Bombay 
he wealthy and low-key Hinduja 
family of London, who made their 
fortune as munitioners to the late shah 
of Iran, have at last succeeded in estab- 
lishing a corporate beach-head in their 
native India. Previous attempts to take 
over suitably prestigious industrial con- 
cerns in India have been thwarted by 
business rivals and government reg- 
ulators. The one ee le which finally 
aid off was the Hindujas’ bid to buy a 
9% stake in Ashoke Leyland (AL), 
India’s second-largest manufacturer of 
heavy vehicles (and a 59% stake in its 
sister company, Ennore Foundry) from 
the Land Rover group of Britain. 

Publically owned Rover, under 
orders from the Thatcher government 
to privatise, sold its truck division to 
DAF in the Netherlands and is no 
longer in a position to provide technical 
support to AL. 

y all accounts, the Hinduja’s vic- 
tory cost dearly. Bidding for the Rover 
stakes began about six months ago at 
around £20 million (US$34.6 million) 
and quickly escalated. Although the 
Hindujas themselves and the Rover 
group’s merchant bankers, Hill Samuel, 
are coy about releasing hard numbers, 
rumours put the final price at anywhere 
between £27.5 million and £40 million. 
These figures, translated into rupees and 
pro-rated on a per-share basis, would 
place the Hindujas’ acquisition price 
neatly in the range between the target 
companies’ book value and their “break- 
up” value (which industry analysts esti- 
mate could be realised by auctioning off 
the component assets separately). 

That may sound a fancy price to pay 
for a second-ranked company in an in- 
reac that has been in a demand reces- 
sion for some six years. This downturn 
caught AL unawares in the midst of an 
ambitious Rs 3.2 billion (US$245.2 mil- 
lion) plan to treble its mid-1970s capa- 
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city of 12,500 units a year with the addi- 
tion of three new plant sites. By 1981, 
just Rs 500 million into the three-phase 
expansion programme, plans had to be 
scaled down to 23,000 units a year, the 
marketing strategy revised to focus on 
low-volume high-value product lines, 
and the company’s debts consolidated. 

The exercise, though, left AL more 
profitable than its main competitor, 
market leader Tata Electric Locomo- 
tive Co. On a 1986 turnover of Rs 3.9 
billion, AL turned a profit of Rs 60 mil- 
lion, compared with Telco’s Rs 29 mil- 
lion on sales of Rs 11 billion. Having 
stretched out the term structure of its 
debt and issued Rs 450 billion in deben- 
tures, the company’s balance-sheet is 
now strong enough to sustain more bor- 
rowing. And even AL’s low capacity 
utilisation (now about 65%) following 
the ill-timed expansion, could prove a 
blessing in disguise if the market for 
commercial vehicles recovers from its 
cyclical slump. 


T: Hindujas were by no means the 
only ones susceptible to the charms 
of AL. More than a score of other 
suitors reportedly entered the lists in re- 
cent months. Among the better-known 
foreign names showing interest were 
Cummins Engines in association with 
DAF, and General Motors in associa- 
tion with local industrialist S. K. Birla’s 
Hindustan Motors. 

Non-Resident Indian (NRI) tycoon 
Manu Chhabria, whose Shaw Wallace 
ploy pioneered the backdoor takeover 
of Tndian companies through the buyout 
of foreign-owned controlling stakes in 
offshore private placements, was this 
time beaten by the Hindujas at his own 
game. 

But the most convincing and innova- 
tive challenge for control of AL came 
from scooter magnate Rahul Bajaj. 
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Barred by Indian foreign-exchange con- 
trols from exporting such heady 
amounts of capital, Bajaj spurned the 
time-honoured tactic of co-opting a 
friendly NRI. Instead, he assembled a 
coalition of foreign financial institu- 
tions, led by Merrill Lynch, who would 
buy out the Rover stake and then turn 
over the company to Bajaj to run. 

In a rights issue within the coming 
year, the institutions would then cede 
their rights to Bajaj until the Indian in- 
dustriakst’s stake was built up to 10% 
and foreigners’ holdings diluted accord- 
ingly. The deal, had it gone through, 
could have blazed a new, more direct 
trail for local business houses to access 
international capital markets, bypassing 
both the commercial banks and the NRIs. 

But, bankers suspect, Hill Samuel 
was put off by the intricate structure of 
the bid, which involved creating yet 
another holding company in Luxem- 
bourg. Much simpler and surer was the 
Hinduja offer of cash on the barrelhead. 
This the London-based NRIs could 
readily ante up since the group includes 
banking and finance subsidiaries. The 
winning bid was financed by the Hin- 
dujas and 30% by Fiat of Italy’s wholly 
owned subsidiary, Industrial Vehicle 
Corp. (IVECO). 

One intriguing possibility mentioned 
by some merchant bankers is that the 
Hindujas themselves might enlist 
Bajaj’s help in managing AL, with or 
without an equity kicker. For the time 
being, though, the new shareholders 
have declared themselves ready to settle 
for three seats on the board (one for 
IVECO and two for the Hindujas), 
while leaving top management in place. 

Even if top managers’ qualms were 
somewhat assuaged, middle manage- 
ment and the 90,000-strong workforce 
fretted that the low capacity-utilisation 
ratios might signal the new helmsmen to 
steer the company closer to the wind. 
The unions had been rooting for Bajaj. 

So, apparently, had the 78,000 pub- 
lic shareholders, who collectively own 
27% of AL (the remaining 34% is held 
by India’s government-controlled finan- 
cial institutions). The stock, which had 
risen moderately to touch Rs 48 in pre- 
takeover speculation, dropped as low as 
Rs 32 upon word of the Hindujas’ acces- 
sion. By the end of October, it had re- 
covered to Rs 38. 

In the long run, though, the Hin- 
dujas may have what it takes to perk up 
what has long been regarded as a some- 
what sleepy counter. For one thing, 
there’s the [VECO tie up, which prom- 
ises access to world-class technology. 
Then, too, they have the international- 
trading experience, gleaned through 75 
years of worldwide wheeling and deal- 
ing, to make good their declared inten- 
tion of stepping up AL’s export efforts. 
And they have the financial muscle to 
launch some more “synergistic” take- 
over bids, now that they have an Indian 
corporate vehicle. 
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_ By Mark Clifford in Seoul 

In less than 30 years 
Goldstar has rocketed 
from a tiny vacuum- 


of TV sets, micro- 
wave ovens and 
videotape recorders 
(VTRs). Now the company has its sights 
set on joining the ranks of the world’s 
top 10 electronics companies by the early 
1990s. It aims to rub shoulders with giants 
‘like General Electric, of the US, Mat- 
_Sushita and Hitachi, of Japan, Philips, 
of the Netherlands and Siemens of West 
~ Germany. It will be a formidable task 
_ for a company whose stunning growth 
has masked ots profits and showed 
up the lack of a clearly defined strategic 
direction. 

For now, consumer electronics ex- 
orts and a stranglehold on the lucrative 
domestic telecommunications market 
are fuelling growth. Goldstar has also 
been quick to seize on the woes of its Ja- 
; panese rivals, who have been ham- 
mered by the strong yen. The company 
has thrived as US retail chains such as 









tronics alone will not be enough to carry 


nics groups. 
e company is. branching out from 








_ communications businesses into office 
automation products that incorporate 
_ €verything from Goldstar-produced 
semiconductors to Goldstar-designed 
software in its quest to become one of 
the world’s leading electronics manu- 
facturers. In its consumer business it 
wants to move away from cheap, simple 
ines to more sophisticated products 
hat will appeal to more affluent con- 
sumers. : 
But in. order to become a member of 
the big league, the management of the 
Seoul-based company will have to shed 
ome of the sloppy business practices 
hat until recently rapid growth has hid- 
den, Goldstar, like many other South 
_ Korean companies, has proven far bet- 
rat increasing turnover than profita- 
ility. Management, dominated by the 
1 founding Koo family, remains conser- 
-vative -~ too conservative, say some 
analysts, to. compete effectively in the 
























tube manufacturer to | 
a worldwide exporter * 


Goldstar into the top league of electro- |" 


ts core consumer electronics and tele- | _ 








Conservative management hind Š ae amai i 


Electronic leapfrog 





business. 

Although turnover more than tripled 
between 1982 and 1986, net profits only 
doubled. Senior executives admit they 
must pay more attention to profitabil- 
ity. “In the past we sometimes wanted 
to get business at any cost,” says one. 
“Those days are over.” Goldstar was 
jolted into more aggressive action as 
arch-rival Samsung overtook it in turn- 
over -and profitability in 1984. That 
year, profitability slipped to a paltry 
Won 10.6 billion (US$13.2 million), or 
only 0.8% of turnover. 

But profits are not going to soar im- 
mediately. During the next few years 
the company is committed to an am- 
bitious capital investment and research 
and development (R&D) programme 
that will continue to depress earn- 
ings. Last year, about 11% of total turn- 
over went to capital investment and 
R&D. That spending helped raise 
Goldstar’s debt/equity ratio to 531% in 
mid-1987. 

Two of Goldstar’s biggest problems 
have been overlapping products‘and the 
lack of a centralised management struc- 









overlapping product lines and stream- 





staccato-paced, cut-throat electronics 
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ture. But in March, Goldstar an- 
nounced a sweeping reorganisation 
plan, dubbed Project 88, to eliminate 


line decision-making. The shake-up di- 
vides the company into five basic divi- 
sions: consumer electronics, industrial 
electronics, components and parts, in- 
formation and communication and 
semiconductors. 

The reorganisation is long overdue. 
Even company executives say privately 
that the company has been slow in set- 
ting priorities and dealing more forth- 
rightly with problem areas. That, they. 
say, is the weakness of the decentralised 
management style that characterises the 
group. 


B ee reorganisation will also acceler- 
ate the company’s shift away from 
home appliances and inexpensive con- 
sumer electronics, where it has tradi- 
tionally thrived: In the past, “we have 
put most of our emphasis on home 
appliances and consumer electronics, 
which account for 80% of our sales,” 
says Cho Kwang Ho, executive director 
of finance. “The future lies in com- 
puters, communications and systems 
products.” 

“In some ways our success in con- 
sumer electronics has been a disadvan- 
tage, because we stayed with what we 
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w too long,” says another senior 
- executive. 5 
© For now, though, Goldstar has no 
| choice but to keep stamping out inex- 
nsive VTRs, microwave ovens and 
V sets for the export market. Increas- 
ingly, though, those products will be 
more sophisticated, rather than being 
simply the cheapest in the shop window. 
They will also be more likely to be sold 
under the Goldstar brand, rather than 
| manufactured for a retailer or dis- 
tributor. And they will have more of 
Goldstar’s own semiconductors and 
other electronic components in them. 
All of this should increase profits. 
‘Goldstar executives, reflecting a 


argue that being dependent on Japanese 
companies — who supply most electro- 
nic components — is bad business. The 
| strong yen makes imported components 





common: sentiment in South Korea, 
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expensive. And the Japanese, say the | panies such as Goldstar which rely 


South Koreans, are niggardly about 
sharing technology. Although South 
Korea has sent several teams of senior 
executives to the US for well-publicised 
industrial shopping sprees this year, 
Goldstar insists it has no plans to begin 
extensive sourcing from the US. In- 
stead, it has embarked on an ambitious 
localisation programme, aiming to buy 
95% of its components in South Korea 
by 1990, compared with 75% at the end 
of 1986. 

Company executives shrug off the 
dangers of depending on internally de- 
veloped technology, which requires 


massive continuing investment. Com-- 


petitors who buy their components on 
the open market, though, can choose 


the best available technology, rather 


than being locked into a particular de- 
sign, and can sometimes leapfrog com- 
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| boost the size of the country’s small — 
| market and provide a deep-pocketed — 

customer. This year Goldstar plans 
| invest US$50 million, or just over half 








in-house development. 

Goldstar has been one of the most. 
aggressive South Korean firms in form- 
ing joint ventures with foreign firms, 
which allows it access to new technol- 
ogy. Semiconductors, where the US 
behemoth AT&T owns 44% of 
Goldstar venture, are the best example 
of the company’s strategy of using 









































“Semiconductors 1 
alone business, but a base f 
industrial electronics,” s 
June, a senior managin, 
left a career with IBM to returi 
Korea and manage Goldstar’s semicon 
ductor operation. “This is an impo 
distinction.” To date, Goldstar has in 
vested Won 170 billion in semicond 
tor production and by the end 
1988 semiconductor inv 
will total Won 290 billion. In 1987, 
the company expects to sell al 
Won 79 bilion worth of semicon- 
ductors, compared with Won 48 bil- 
lion in 1986. ee 

“Our best bet for the future i: 
have Goldstar semiconductors i 
the television sets, personal com 
puters and other electronic pri 
ducts that we manufacture,” n 
said. “We have to maintain our own 
semiconductor paged or we 
cannot compete. These are not just 
commodities we can buy an 
place.” 
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oftware is another strategic 

Goldstar business. The South 
Korean software industry is, not 
surprisingly, embryonic. Luck 
Goldstar, through a joint ventu 
with General Motors’ EDS unit, is 
developing software that will initially be 
used to upgrade the group's internal ac- 
auna and data-processing depart 
ments. It counts on building on that €x- 
erience to. start paan to outsiders. 
orexample, the jouth Korean military 
will require increasingly sophisticated 
software, which the company hopes will 


South Korean programmers only cost a 
third as much as those in the US —. | 
where many South Koreans have been- | | 
educated as computer scientists —- and | _ 
their educational qualifications are |. 
higher, says Min. A 
Goldstar is spending heavily. on |- 

















ttside Seoul | th 


taffed with 820:-scientists and tech- 
icians, a number Goldstar says will 
Tise ‘to 2,000 by 1990. In addition to 
Oftier. work, the centre will allow 
it to cut the time it takes to imitate pro- 
ucts launched by overseas com- 
titors. 
Goldstar is certainly moving in the 
ght direction, with its heavy spending 
on core technologies and basic research 
which should cut its dependence on 
Opycat products — and its ambitious 
Organisation. Naturally, a slowdown 
-inthe world economy, which would hurt 

the highly leveraged company more 
< than it would many of its better-estab- 
lished competitors, is the most im- 
Mediate threat. But Goldstar’s longer- 


































































South Korean: com- 
panies are setting up 
more overseas plants 
a) as they scramble to 
adapt to a world of in- 
| creased protectionism 
M abroad and higher 
labour costs at home. 
Goldstar, with US$613 million in 
overseas assets, has been one of the 
most active South Korean investors 
abroad. Its first venture was a US plant, 
constructed in. 1982, which produces 
colour TV sets and microwave ovens. 
Management “is considering a» plan 
_ to. manufacture video recorders 
at the plant as well. About 20% of 
~ Goldstar’s colour-TV capacity and 
17% of its. microwave capacity is in 
‘the US. is 
The group is also putting the final 
ouches on a plant in Westphalia, West 
Germany, which will account for 6% of 
ts colour-TV capacity and 9% of VTR 
capacity. Goldstar has signed a joint 
venture to- produce microwave ovens in | 
_ Turkey andit has an assembly oper- 
ation in Thailand. It is actively con- - 
sidering establishing «a factory in 
Mexico, = 
` Protectionist fears, not surpris- 
ingly, were the initial reason forin- 
‘vesting abroad. Goldstar, like 
;outh Korea’s economy as a whole, 
s dangerously dependent -on ex- 
ports, which accounted for 58% of 
turnover last year. The prospect of 
being shut out of lucrative markets 
ike the US worriesexecutives. _ 
“We are very: conscious of the © 
ngers of relying on exports,” says || 
m Song Whan, director of inter- |- 
“national finance. “We learned.a lot -= 




























ment’s ‘ability to set a 
clear course. for the 
company. In the past, 
South Korea's cheap 
labour costs — allow- 
ed room tò mano- 

















euvre. Now,-as labour 
costs rise and harsh 
winds are beginning 
to blow through the 
world economy, Gold- 
star’s management will 
need a steady hand on 
the tiller if it is 
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going to keep gain- 
ing on its- larger 
rivals, D 
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Sidestepping the rise 
Of trade barriers 


people more.” South Korean corpora- 
tions may not be as insular ds the Japan- 
ese but they are certainly more vulnera- 
ble to any retaliatory moves by the US 
or Europe. 

i South Korean executives understand 
that the US and Europe are not going to 
give them the 25 years of free access to 
their markets that the Japanese en- 
joyed. In electronics, for example, since 
1984 the US has charged South Korean 
colour-TV exporters anti-dumping 
penalties. While these -are pradually 
being phased out, Goldstar still pays an 
anti-dumping tariff of 1.3% on its col- 
our-TV exports. Now, the EC is consid- 
ering: restrictions on South Korean 

s. 

Goldstar’s establishment of a West 
German plant is; however, more for- 
ward-looking than defensive, since the 
company has only a minor presence in 
Europe. The plant, which will initially. 
assemble colour-TV sets and micro- 
wave ovens, is designed to “build 
Goldstar’s Européan base: 









MARKET SHARES IN 
MAJOR PRODUCTS 






















“Usually our approach has been to 
begin with the direct export of goods 
and services,” says Kim Song Whan. 
“With the EC market we began with di- — 
rect investment. We are aware that the 
EC market has been very difficult to 
penetrate. In the US there are political 
restrictions. There is rising protectionist 
sentiment. In the EC their administra- 
tive restrictions are very efficient at con- 
trolling trade. We thought it would be a 
good idea to make ‘a:direct investment 
early on.” 

There are some doubters who say 
that the company sacrifices its com- 
poo advantage — cheap labour — 

y establishing plants in high-wage 
countries such as West Germany. But 
if South Korean companies are to 
prosper in an increasingly protectionist 
world, they may have to follow 
Goldstar’s strategy of scattering pro- 
duction facilities. 

Goldstar’s most notable overseas ac- 
tivity this year was not a manufacturing 
plant but a US$30 million convertible 
Eurobond that had some. of the mos 
favourable pricing. any. company has 
ever enjoyed. Goldstar pays a coupon 
rate of 1.75% while holders will have to 
pay a 115% conversion premium. 

The issue was timed to coincide with 
Goldstar’s entry into Europe with 
its West. German plant. Goldstar 
_- hopes to. sell more. expensive, 

»higher-margin consumer-electro- 
- nics products, taking advantage of 
their growirig competitive advan- 
tage- over Japanese producers 
which have been penalised by the 
< high yen. 

» ~ To move. upmarket, Goldstar 

needs to build consumer loyalty, a 
«task that South Korean companies 
are just beginning. Goldstar execu- 
tives hope that the publicity sur- 
rounding the- Eurobond and. the 
new factory, coupled with an ag- 
gressive advertising campaign, will 
© apeu t them into the European 

et and reduce -their depen- 
ce on the US. 
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Swiss Bank Corporation: The professional interface. 


When the markets are racing 
to keep up with the news, 
the news can’t keep up with the markets. 


The financial markets never stop, and the 


pace in foreign exchange can get dramatic. — 


With information flooding in at electronic 


speeds, you need to sift out what's new and a 


what's not, and what's relevant to you. 


You can’t keep up with the whole world, but 


you can work with a partner who’s in the 
markets constantly. A professional whose 
advice and timing you can rely on. 

Try us out in foreign exchange, and find out 
what we can do for your business 
wherever your business takes you. 


Swiss Bank 


Corporation 
Schweizerischer Bankverein 
Société de Banque Suisse 


The key Swiss bank 
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DP AA, 


General Management in CH-4002 Basle, Aeschenplatz 6, and in CH-8022 Zurich, Paradeplatz 6. Over 200 offices throughout Switzerland. Worldwide | 
network (branches, subsidiaries and representatives): Europe: Amsterdam, Edinburgh, Frankfurt, London, Luxembourg, Madrid, Manchester, Monte Carlo, 
Paris. North America: Atlanta, Calgary, Chicago, Dallas, Houston, Los Angeles, Montreal, New York, San Francisco, Toronto, Vancouver. Latin America: 
Bogota, Buenos Aires, Caracas, Lima, Mexico, Panama, Rio de Janeiro, Sao Paulo. Caribbean: Grand Cayman, Nassau. Middle East: Bahrain, Cairo, Tehran. 


Africa: Johannesburg. Asia: Hong Kong, Osaka, Singapore, Tokyo. Australia: Melboume, Sydney. 
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< Koo Cha Kyung, the eld 
Koo Im Hwoi, has heade 
Lucky-Goldstar group since 1970. Hi 
4 early training included a stint at Luck 
Ltd, which gave him an insight int 
“| technical production details which con: 
| tinues to surprise associates. The 62- 
-year-old chairman took over as head of 
















business lobbying group, earlier this year, 
Lucky-Goldstar has grown more 
naturally than some of the other large 
business groups, which have relied on 
gambling instincts and political backing 
to plunge into entirely new lines of busi- 
ness. Still, the. Koo family’s political 
connections were important during the 
nearly two decades-of rule by Park 
Chung Hee, particularly in arranging 
Lucky’s debut into the petroleum-refin- 
ing and petrochemical businesses. 
Family member Koo Tae Hoe, one 
of Park’s major financial backers and a 
long-time member of the national as- 
sembly, ensured Lucky’s entry into these 
key businesses and arranged the financ- 
ing for these capital-intensive operations. 
But for. the: most. part, rather than 





cream were two of Lucky Chemical 
‘0.’s first. products after it was founded 
in 1947. In fact, founder Koo In Hwoi 
started by producing tooth-cleaning 
powder during World War H, when 
most Koreans were brushing their teeth 
with salt. The toothpaste and facial- 
cream businesses threw off cash; allow- 
ing Koo to fund other ventures. Today, 
the company is the. country’s largest 
chemical producer, and household plas- 
tics are still one of its biggest products. 





















.J-companies have 











ventures, such as 

Lucky-Goldstar 
by extension. 
Cars are acase in t- “Westudied the 
possibility of going into.the auto indus- 
try very carefully,” says Kee Woo Sik, a 













former. World Bank staff economist 
| who is now president-of Lucky Econo- 
4 mic Research Institute. “But within five 









“group, L 


c _of companies 
the prestigious Federation of Korean. | 
Industries, the country’s powerful big- | 








vestment so it has 
largely avoided the debt problems 
which beset other chaebols, particularly 
those in the shipbuilding industry. 







I: recent years, it has moved more 
heavily into financial services, where 
its stable 6f companies now. includes:. 
Lucky Securities, Pusan Investment Fi- 
nance Corp., Goldstar Investment and 
Finance, and Pan-Korea’ ‘Insurance. 
Lucky-Goldstar is weighing a still- 
stronger push into financial services, 
where much of its recent expansion has 
concentrated. 

Members of the Koo and Huh 
families, known. around the Lucky- 
Goldstar headquarters as; the “royal 























“TECHNOLOGY 


Now for the good News | 
Sony pins hopes on the computer workstation market 


By Bob Johnstone in Tokyo 
Ts years ago, Sony was on its way 
‘out of the computer business after 
uffering a string of failures. Today, it is 
- leading Japanese manufacturer in 
he fastest growing ‘sector of the entire 
puter industry — the workstation 
(<1 ner . i : 
Workstations are a type of computer 
sed by engineers for a variety of pur- 
oses, the most common. being com- 
_puter-aided design and software deve- 
opment. Workstations are often linked 
to form a network; so that they can 
mmunicate with each other and 


In just six months and at a fraction of 
the cost of the Miti project, however, 
Toshi Doi, the manager of Sony’s com- 
puter business group, and his team of 11 
young engineers, have produced just 
the machine Japan's software engineers 
were looking for. 

Christened News — for Net Work 
Station — the new computer was un- 
veiled at the Tokyo Data Show in Oc- 
tober 1986, where its combination of 
low price and high performance caused 
a sensation. In. just over two. months, 
between the start of shipments this 
January:and the end of the financial 
year in March, more News workstations 
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died in infancy; the one for its videotex 
receivers. was stillborn. Although a 
technical tour de force, a system for fil- 
ing vast amounts of information on opti- 
cal discs was so expensive that no one 
could afford it. News, Doi says, was 
“the last card we had. If it had failed, 
that would have been all for Sony in this 
field.” 

. Doi’s team began work on their sys- 
tem at a time when Japan’s software de- 
velopers were facing a crisis. The bes 
machines for their job were US imports, 
like Digital Equipment Corp.’s Vax. 
The trouble with these computers was 
that they were so expensive that Japan- 
ese users could not afford to buy as 
many. as they needed, and therefore 
overloaded the ones they had, causing 
productivity to suffer. 

Newer workstations from another 
US firm, Sun Microsystems, though less 
expensive than Vaxes, were still not 
exactly cheap ~- and. they could 
not handle Japanese language pro- 
cessing. 





i: targeting this gap, Doi and his 
team began by making a series of sensi- 
ble design choices. To get the machine 
to sell quickly, they used almost entirely 
off-the-shelf components. 

A daring departure from the norm 
was the adoption of two'32-bit process- 
ors.in place of the conventional one. 
The big advantage of this double-barrel- 

















mily,” about a third of the 
group's companies. (The Huh family, 
which helped. provide initial financing 
for founder Koo In Hwoi, is still active 
in management, though the Koos 
exercise a dominant role.) Many obser- 
vers say the family ties make it harder 
for top management to enforce the kind 
of brutal cost-cutting that is critical for 
South Korean exporters, who work on 
extremely thin profit margins. 
Says a senior executive at the rival 
Samsung Group: “An uncle is always 
. an uncle, even if he heads up a sub- 
sidiary company. When we needed to 
cut costs we threatened 
[our group companies that 
we would] turn to other 
suppliers. They can’t do 
that.” 


hi: a reputation for ONE lifelong | 








employment and generous employee 
benefits. This sharply contrasts with 
other companies, such as Hyundai, 
whose revolving-door employment pat- 
tern is legendary. And while rumours of 
squabbles at other chaebols are com- 
mon, the Koo family is known for its 
seemingly harmonious relations be- 
tween relatives. 

South Korean companies do not gen- 
erally produce consolidated financial 
statements. But the group is generally 
regarded as relatively conservative fi- 
nancially, at least: by local standards. 


THE GOLDSTAR FUTURE 


{Financial year ends 31 Dec.) 





.Lucky-Goldstar’s em- 
phasis on harmony and 





consensus notwithstand-. 
ing, this summer’s labour 





disputes were a black eye 
for the group. Electronics- 





assembly plants were most 
severely. affected,.. and 
Goldstar could ‘not. meet 
commitments; toits local 
distributors during much 
of August. 

Perhaps because of its 
stress on human harmony, 
the Lucky-Goldstar group 











Lucky and Goldstar have among th 
highest paid-in capital of any listed local 
companies. And, according to manage: 


ment, the average gearing ratio for 


group companies is 4.6:1, down fro: 
more than 5:1 in 1984. Over the: nex 
few years the ratio will be brough 


” says international fi 
nance director Kim Song Whan. 
Cross-holdings are, however, ex 
tensive among the companies in: th 
Lucky-Goldstar group, as they are wit! 
many. South Korean companies. As 
of the end of 1986, af. 


trolled 26.7% of Goldstar 
At the same time, th 
book value of Goldstar’ 
» investments i In gro pen 
panies was Won 47.3 bil 
lion. 
As of last Deceinbet 
major holdings by th 
-included ‘an 





Smelting and a 6.8% stake 
in Lucky Securities, with: 
book value of Won 2 5 bil 
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a The team were lucky in some of their 
software. choices. In particular, they 
opted for two popular software tools, 
both of which subsequently become de 
facto industry standards. 

One of them, X-windows, a graphic 
user interface developed at the Mas- 
sachussetts Institute of Technology, en- 
ables a programmer, who. is using sev- 
eral workstations in. a network at.once, 
to keep track of what is happening at 
each, via little on-screen boxes (win- 
4 dows). 

The other tool, Network File Sys- 
tem, developed by Sun Microsystems, 
enables users to work with system files 
without having to make their own 
copies of them. This -avoids the 


the same file scattered all over the work- 
station network. 

Despite this, technical superiority, 
however, Doi found that nobody at 
Sony was eager to market his. system 
In May 1986, he took the- unusual 
step of appealing directly to the.com- 
pany’s president, Nori Ohga, who re- 
sponded by asking him to form an inter- 
nal venture company. This gave Doi the 
seed capital he needed to. begin pre- 
parations. for production, marketing 
and sales. 

Then came the Data Show, and sud- 
denly News was news. What 
larly impressed show-goers was that the 
price of the standard version of the sys- 
tem was just ee 000, a with 











headache of having different versions of 


particu- . 





about. US$70,000 (in Japan) for a Sun 
Microsystems machine. 

Sony took 400 orders at the show, 
and by the end of the year had become 
the leading maker in the Ja apanese work- 
station market, with a 15% share. The 
company redicts that sales of News will 
reach 4,000 by the end of this year, fora 
share of more than 27%. 

Now that his machine is so success- 
ful; Doi’s next task is to find new appli- 
cations and markets for it. The most 

romising application is desktop pub- 
ishing. 

In the US, desktop publishing is al- 
ready: a big market, with perhaps as 
many.as 100 000 systems — mainly com- 
binations of an Apple Macintosh per- 
sonal computer, page layout software 
and.a laser printer — in operation: In 
Japan, however, problems with handl- 
ing the 7,000-odd characters that. make 
up the Japanese script have prevent- 
ed desktop. publishing from getting 


off the ground. To tackle these prob- | 
lems, Sony has formed a consortium 


of 78 companies, consisting of soft- 


ware houses, printers, font makers. and | 


dealers. 

A more immediate objective, how- 
ever, is to crack the lucrative US work- 
station market. Import tariffs prevent 


Sony. from -shipping Japanese-made 


machines, so the company has decided 
to produce its systems in the. US. Pro- 


duction of about several hundred units a 
month will beginnextspring. = 





Sigma sinks 
out of sight 


News makes Miti 
project redundant 


Tou Doi was not the only one t 
notice Japan's software crisis. At th 
same time he and his hand-picked tear 
of engineers set out to develop Ne 
Miti was organising a large-scale proj 
to tackle the very same problem. 
Known as Sigma, Mitis 
began in November 1985 with some 17. 
companies — including all. of Japa 
major computer makers — particip 
ing. The budget for the five-year proje i 
is ¥25 billion (US$182 million). 
Sigma’s. aims were to develop _ 
standard working environment fo! 
programmers, in effect, to produce 
common set of software tools, and a: 








of standard specifications for worksta 


tions, so that programmers could use 
any brand of hardware. This combina 
tion is designed to produce a significan 
increase in Japanese software produ 
tivity. 


Standardisation was based: on. añ- 
operating system, the set of built-in pro- 
grammes and routines that tell a com- 
puter what to do, called Unix. This sys- 
tem, which was developed at AT&T’s 


Bell Laboratories 17 years ago, has be- 








project 








come the de facto world standard for 
workstations. 

But for all its popularity, Unix has 
one major drawback — there are sev- 
eral versions of it. This happened be- 
cause when Unix was developed, AT&T 


was not in the computer business, and 


therefore had no objections to Unix 
being given to anyone wanting it. 

Unix flourished at universities in 
particular. Spurred by funds from the 
US Defence Department, generations 
of computer science students at the Uni- 
versity of California at Berkeley fur- 
nished it with an unrivalled box of 
software tools. These have made Ber- 
keley Unix the choice for software de- 


COMPANIES 


velopers everywhere, including Japan. 

Over the past four years, however, 
AT&T has been vigorously promoting 
its own version of Unix, known as Sys- 
tem V. This version is particularly at- 
tractive to mainframe computer mak- 
ers, which see System V as an alterna- 
tive to the proprietary operating sys- 
tems of IBM. 

Under the influence of the Japanese 
mainframers, Miti chose System V for 
the Sigma project. This dismayed 
software developers, because System V 
lacks many of the useful features that 
they want. 

News, by contrast, runs Berkeley 
Unix. Thus, says Doi gleefully, “the 


Hatching an export plan 


Fast-food firm to open poultry-processing plant 


By Nick Seaward in Kuala Lumpur 


pse aod restaurant operator KFC 
Holdings (Malaysia) aims to estab- 
lish a major integrated poult 
in Malaysia and Singapore. 
an expansion p me. KFC Holdings 
plans to open a M$20 million (US$8.02 
million) chicken-processing plant in 
Port Klang by the end of December. 
The company hopes also to receive 
official clearance to float its shares on 
the market in three or four months’ 
time. If the flotation goes ahead, KFC 
will be the second counter in the region 
to be based on the Kentucky Fried Chic- 


industry 
s part of 


ken fast-food formula. KFC (Singi q 


pore) was listed in Singapore in 19 
KFC Holdings’ (Malaysia) main 
strength is its chain of some 60 retail 
outlets, which has been built up since its 
publicly listed parent, Innovest Bhd., 
acquired the franchise from controver- 
sial entrepreneur Loo Cheng Ghee less 
than two years ago. 

According to KFC Holdings’ execu- 
tive director, George Ting, agreement 
has been reached in principle to export 
about 100,000 chickens a month to 
Japan. Earlier this year, KFC Holdings 
became the first Malaysian company to 


export boneless chicken to that country | 
with a 22-tonne trial shipment in |) 


April (approximately 800 chickens are 
needed to produce one tonne of meat). 
Japan's huge import requirement of 
some 170,000 tonnes a year is mostly met 
by Thailand and the US at the moment. 

The potential of the export market 
and the example of neighbouring Thai- 
land’s success are the main reason’s for 
the Malaysian Government's exaspera- 
tion at the lack of progress in the local 
poultry-rearing industry. Speaking at 
the signing ceremony of the company’s 
agreement with British breeding-stock 
supplier Ross Breeder, Deputy Agricul- 
ture Minister Datuk Alex Lee said it 


was no secret that the government was 
getting slightly impatient watching the 
industry labouring under its present 
state of disorganisation. “If the industry 
does not make the move [towards inte- 
gration] fast, then the government will 
have to do so,” he added. 

Lee pointed out that even in its pre- 
sent disorganised state, the poultry in- 
dustry expanded by nearly 7% during 
the first half of this year and exports 
rose by 30%. Other statistics indicate 
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starting point of Sigma’s problem is the 
starting point of our success.” 

Even AT&T now admits that Sys- 
tem V does not have what it takes. In 
October, the company announced that 
it had agreed to merge System V with 
Sun Microsystem’s version of Berkeley 
Unix. 

This must have caused much anguish 
to Sigma’s backers. Although the pro- 
ject has been running for two years, it 
has yet to come up with a commercial 
machine. Now, with Berkeley Unix in 
the ascendant and News already on its 
way to dominating the market, it looks 
very much as if the project has become 
redundant. — Bob Johnstone 





that per-capita consumption in the 
domestic market alone is expected to in- 
crease from the current 16.6 kg a year to 
21.2 kg a year by 1995. 

KFC Hoking, new processing plant 
is to be supplied by contract farmers, who 
will rear day-old chicks produced from 
KFC’s own hatchery and breeder farm. 
The farm is currently under construc- 
tion on a 80.9-ha site in Salak Tinggi, 
Selangor and is due for completion 
in February. The total new invest- 
ment — including the processing plant 
= is expected to exceed M$40 mil- 

ion. 

On 14 October, KFC Holdings also 
signed an exclusive user and sole- 
agency agreement with Ross Breeders 
for the Ross 208 broiler breeder in Ma- 
laysia and Singapore. Under this agree- 
ment, Ross will supply 150,000 day-old 
chicks to form the initial breeder stock 


4| for the farm, with delivery starting in 


February 1988. Once complete and fully 
operational, the hatchery and breeder 
farm is expected to produce up to 10 
million day-old chicks a year. 

The chicken-processing plant will be 
used to supply about ,000 dressed 
birds a month to Innovest’s 50%-own- 
ed subsidiary, KFC (Singapore), and 
about 750,000 birds a month to 55%- 
owned KFC Holdings (Malaysia). At 
the moment, KFC (Singapore) buys its 
chickens frozen from ailand and 
though the Malaysian-produced chilled 
chicken will not k much cheaper than 
the Thai imports, it is estimated that 
lower inventory and handling costs will 
enable savings of about 10% for the 
Singapore subsidiary. 

Looking at the group as a whole, it is 
clear that there will also be substantial 
savings to Innovest by producing its raw 
materials in-house. These will be even 
greater than the common parentage 
would suggest, for the Singaporean op- 
eration owns 20% of KFC Holdings and 
the farm and processing plant are ac- 
tually joint ventures between the two 
subsidiaries, Part of the Singapore sub- 
sidiary’s recent S$18 million (US$8.8 
million) rights issue will also be used to 
finance its share of the cost of the new 
projects. ; 
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Managing your company finances to their best 
advantage can be a complex matter. Every day, 
you face a world of possibilities, a world of | 
decisions, each impacting on your profitable 
future. That future can be yours, today. With 
Hexagon, from the HongkongBank group. 


Hexagon, your 24-hour window to the world,. 
frees you from the restrictions of normal banking 
hours. Now you can keep on top of the world 
FOREX, deposit and lending rates, stock 
information, and much more. 




















No matter where you are, or what time of th 
day or night it is, you can monitor your acco 
balances, trade positions and FOREX exposur 
and, with a few simple key strokes, use this: 
information to update your position. Hexagon. 
enables you to transfer funds around the wor! 
open and settle letters of credit, place funds o! 
deposit and invest on the stock market. 


In short, Hexagon allows you to control all of 
your financial dealings in the complete securi 
of your own office. $ 
Hexagon is state-of-the-art corporate electronic 
banking from the HongkongBank group, one ¢ 
the world’s major financial institutions, with 
over 1,200 offices in 55 countries. 

To find out more about Hexagon, and how it 
help your company, contact the Hexagon cen 
at your nearest branch of the HongkongBank 
group. : 


Hexagon. 
Puts the power of the bank 
in your hands. 


<x) 
HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hang Seng Bank 
The British Bank of the Middle East + HongkongBank 
of Australia 9 Hongkong Bank of Canada 


Wardley * James Capel © CM & M 
Equator Bank 


Carlingford and Gibbs Insurance Groups 
Concord Leasing 





CONSOLIDATED ASSETS AT 31 DECEMBER 1986... 
EXCEED US$91 BILLION. ee 


B We build 


industrial plants; 


the Swiss way 


We have planned, built and commis- 
sioned over 200 production plants 
for clients all over the world. Not just 
because we are familiar with the most 
up-to-date technologies. But because 
we are typically Swiss in our working 
methods: conscious, precise, reliable 
and independent. 


By independent we mean that we 
are free to choose equipment vendors 
complying with our high demands 
for quality, safety, guarantees and deliv- 
ery deadlines. 





That's why we can assure clients 
that outputs will actually correspond to 
production targets. 


For 30 years, EMS has produced 
high quality synthetic fibres in Switzer- 
land, and has developed technologies 
to meet the demanding requirements 
of today’s international market. 
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EMS is a name you can trust. We 
are a Swiss chemicals and engineering 
firm. A guarantee of quality, reliability, 
know-how and customer service. 


Licensors — Engineers - Contractors 











EMS-INVENTA AG, CH-7013 Domat/Ems 
Telephone 081/36 0111, Telex 851 410 


That’s a lot of people. But 
then, we're talking about an 
airline with flights from all 
over Asia to all over America. 

For instance, from Tokyo 
United’s nonstops are winging 
their way to New York, 

Los Angeles, San Francisco, 
Seattle and Honolulu on a 
daily basis. 

There are also convenient 
nonstops from Osaka and 
Seoul to San Francisco, and 
from Hong Kong to 
San Francisco and Seattle. 

Once in the U.S., United 


UNITED RESERVATIONS AND INFORMATION 





e SINGAPORE 220-0711 @ BANGKOK (02) 25 


Travel Agent or United. 
s TOKYO (03) 817-4411 © OSAKA (08) 271-5951 è NAGOYA (052) 571-5488 
® SEOUL (02) 777-2993/7 è BEIJING (01) 5128888 © SHANGHAI (021) 530210 
@ HONG KONG (05) 810-4888 @ TAIPEI (02) 703-7600 è MANILA (02) 818-5421/25 
S KUALA LUMPUR (09) 2611433 @ JAKARTA (021) 361707 


oe Routes and schedules subiect to chance 


This year, more than 500000 will choose 
United as their bridge to America. 


-0558 






and our United Express 
partners can fly you on to 
almost 200 cities from coast to 
coast, including all the top 
business centers. 

Also helping to make things 
convenient are two United 
preferred hotel plans, which 
offer First and Business Class 
travelers special rates at 
special hotels all across America. 

So if youre planning a trip 
to the U.S,, consider flying 
with the airline that’s your 
bridge to more of it. Call your 


We are Americas 
Friendly Skies. 


The ABC Group Network 
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Arab Banking Corporation 
_ The bank with performance and potential. 


Head Office: PO. Box 5698, Manama, Bahrain. Telephone: 532235. Telex: 9432 ABC BAH BN 
: Fora copy of the 1986 Annual Report, please contact the Head Office: 




































all fours. 


The new Case 480E gives you 
more horses—plus 4-wheel drive— 
to tackle more jobs than ever. 











The people who invented the ©- 
loader/backhoe proudly introduce. 
its latest evolution: The Case 480E 

The Case 480E sports a 57 net hr 
(43 kW) engine that delivers six more. 
horses than its predecessor. Whats 
more, it distributes that extra power 
evenly, over all four wheels. The 
result: you can take on more jobs- 
under more conditions—-than ever. 

For a closer look at Cases more _ 
powerful, more versatile new 480E 
see your Case dealer. 






























JI Case 


A Tenneco Company 












VISTA INTERNATION 











FOCUSING ON YOU 








Listening to you. Learning from you. For 38 years. You've helped us 
develop our philosophy: to keep your needs in focus. 

The formula: By ensuring that the overall success of your stay results from all the 
little things done well. 

You want a good night’ sleep, of course. A report typed at the eleventh hour. The 
security of knowing that telex, translation and courier service are at your command. 
You want a simple meal in your room after a long, hard day. And fine cuisine to 
entertain your clients when you choose. The ease of No Stop Check-Out™, when 

you're in a hurry to catch a flight. 

You dont want to be victimized by high surcharges on currency exchange and 
long-distance telephone calls. We keep these in focus as well. 

You sometimes want the club-like atmosphere of Executive Floors, where you 
can conduct your business dealings calmly and efficiently. 43 of our hotels answer 
this need. 

Focusing on you. Hilton International and Vista International hotels. 



















For reservations at any of the hotels listed below; call your travel agent, any Hilton 
International hotel or Hilton Reservation Service. 






Hilton International/Vista International Locations: 

AUSTRALIA: Adelaide, Brisbane, Cairns’ Melbourne, Perth, Sydney Sydney Airport AUSTRIA: Vienna BAHRAIN BARBADOS: Bridgetown BELGIUM: Brussels 
BRAZIL: Belem, Belo Horizonte, Sac Paulo (Sao Paulo Hilton and Brasilton Sac Paulo) CANADA: Montreal (Bonaventure Hilton International), Montreal Airport Dorval, Quebec 
vy City Saint John (New Brunswick), Toronto (Harbour Castle), Toronto Airport, Windsor COLOMBIA: Bogota, Cartagena CYPRUS: Nicosia EGYPT: AswarvLuxor (Cruise Ships), 

» Gairo (Nile Hilton and Ramses Hilton) ETHIOPIA: Addis Ababa FRANCE: Orly Airport (Paris), Paris, Strasbourg GERMANY: Duesseldorf, Mainz, Munich GREECE: 
Athens, Corfu GUAM: Agana HOLLAND: Amsterdam, Roterdam, Schiphol Airport (Amsterdam) HONG KONG: Vicoria HUNGARY: Budapest INDONESIA: 
Jakarta ISRAEL: Jerusalem, Tel Aviv YIALY: Milan, Rome EVORY COAST: Abidjan JAPAN: Osaka, Tokyo KENYA: Nairobi, Tsavo West (Lodges) KOREA: 
Seoul KUWAIT MADAGASCAR: Antananarivo MALAYSIA: Kuala Lumpur, Petaling Jaya MALTA NIGERIA: Abuja PAKISTAN: Lahore PHILIPPINES: 
Manila PUERTO RICO: Mayaguez, San Juan SINGAPORE SRILANKA: Colombo’ SUDAN: Khartoum SWITZERLAND: Basel, Geneva, Zurich TAIWAN: 
Taipei THAILAND: Bangkok TRINIDAD: Port-of-Spain TUNISIA: Tunis TURKEY: istanbul UNITED ARAB EMIRATES: Abu Dhabi, Al Ain, Dubai, 
Fujairah UNITED KINGDOM: London (Park Lane and Kensington), Gatwick Airport UNITED STATES: Honolulu (Kahala Hilton); Vista International Hotels (operated by 
Hilton International): Chicago (The Drake), Kansas City New York, Pitshurgh, Washington, D.C. VENEZUELA: Barquisimeto, Caracas (Caracas Hilton international and Residencias 
Anauco) Opening _ Hotels with Executive Floors noted in italics. ; ; Pee ee E e8 in E Me oes oe 























A lot of fuss, little change 


Thailand’s sugar industry agrees to maintain the status quo 


By Paul Handley in Bangkok 
— on Bangkok by 5,000 Thai 
sugar-cane farmers has brought a 
swift end to a year-long dispute over a 
sugar price-support scheme. As pro- 
testers gathered outside the Industry 
Ministry on 9 November, representa- 
tives of the farmers and sugar millers 
met government officials for seven 
hours and thrashed out an accord which 
in effect maintains the status quo. 

The agreement will allow revenue 
earned from sugar exports to be used for 
the partial repayment of a US$78 mil- 
lion loan made by a consortium of Thai 
commercial banks to a sugar-exporting 
firm set up by the millers, farmers and 
ey tn in 1982. The Thai Cane & 

ugar Corp. (TCSC) was established to 
protect farmers from a steep fall in 
world prices and share export revenues 
between planters and millers on the 
basis of production costs. 

The farmers appear to have won the 
recent showdown because the new pact 
maintains the revenue-sharing arrange- 
ment which favours planters. But the 
millers, who fought the wholesale re- 
newal of the previous agreement, did 
extract several important concessions. 

Moreover, by resisting an accord 
until the last possible moment, the pri- 
vately owned millers and exporters 
were probably able to contract forward 
sales of raw sugar exports at signifi- 
cantly higher prices than the TCSC will 
be able to obtain. This, in turn, means 
the farmers are likely to earn less from 
sales than they pe have done if an 
agreement had been reached weeks ear- 
lier as their income is based on TCSC 
sales, 

The main loser in this latest battle is 
likely to be Industry Minister Pramual 


Sabhavasu, who was sharply criticised 
by both sides for alleged bias in the 
negotiations. He is also likely to have in- 
curred the wrath of other government 
officials who were reported to be em- 
barrassed by the farmers’ protest, the 
first for several years. 

Under the new agreement, the mill- 
ers have agreed to continue delivering 
600,000 tonnes of sugar yearly to the 
TCSC for export, with the proceeds 
shared between farmers and millers. 
The TCSC was set up to protect cane 
growers from a threatened slump in 
world sugar prices and a mill- 
ers’ oligopoly, which, planters claim, is 
able to depress raw cane prices and earn 
big margins on processing and exports. 

The TCSC used a US$78 million syn- 
dicated loan from a consortium of Thai 
banks, led by Siam Commercial Bank, 
to stabilise domestic raw cane prices in 
the face of the price slump. The corpo- 
ration was to use the receipts from the 
export of the 600,000 tonnes, known as 
Quota B, to service the loan and help 
fund the price-stabilisation programme 
However, the prolonged downturn in 
world prices has meant that neither in- 
terest nor principal has been repaid to 
the Thai lenders. 


M illers say the problems were made 
worse because the TCSC, due to in- 
experience anda lack of direction, failed 
to achieve the best price on world mar- 
kets for Quota B sugar. Significantly, 
the Quota B prices are used as a 

ideline for dividing receipts from 

uota C sugar, the roughly 600,000 ton- 
nes which the millers themselves sell for 
export. The millers insist they could 
earn much more from the exports if 


they, and not the TCSC, handled both 
Quota B and C. 

The issue came to a head in Sep- 
tember, when the provisional clauses to 
the 1984 Cane and Sugar Act on Quota 
B and the 70 (planters):30 (millers) re- 
venue-sharing ratio expired. The mill- 
ing companies, which are often directly 
related to private exporting firms, 
threatened to withhold their sugar 
quota from the TCSC. This would have 
meant that the sale prices on which the 
revenue-sharing pact is based would 
have been entirely in the hands of ex- 
porters — and, therefore, insisted 
planters, open to manipulation. 

The millers also said they would re- 
calculate the ratio in order to give them- 
selves at least 40% of revenues. They 
claimed the existing ratio failed to accu- 
pei?! reflect production costs. 

e dispute was complicated by the 
proposed handling of Baht 1.62 billion 
(US$63.7 million) in payments made by 
millers to the Cane and Sugar Fund 
(CSF) in lieu of taxes and duties on 
sugar. In January the government, 
under pressure from banks, eliminated 
three taxes and duties on sales and re- 
served the money in the form of a fund 
to service the TCSC debt. The debts 
were estimated at US$156 million, 
boosted by an interim baht devaluation 
against the US dollar and accrued in- 
terest. But planters insisted that a major 
portion of the fund — ideally 70% 
under the benefit-sharing ratio — be set 
aside to support farmers. 

Although the new agreement still 
favours planters, the millers have won a 
number of significant concessions. For 
example, they have agreed to continue 
supplying Quota B to TCSC, but 
they will now buy back half so that they 
can export it themselves. This arrange- 
ment should give farmers an indication 
of the export price on which to base the 
revenue-sharing ratio, while allowing 
millers to achieve the best export price 
available. 

The 70:30 sharing ratio will be re- 
viewed, with the results due in three 
months. The Asian Institute of Tech- 
nology had already been commissioned 
to supply estimates of planting and mill- 
ing costs. Both sides have now agreed 
to accept the study results. 

On the CSF, Baht 750 million will be 
used to make a partial repayment of 
TCSC debt. A creditor bank official 
said he expected an agreement to repay 
outstanding debts over seven or eight 
years would be reached. The rest of the 
fund will be used to support raw cane 
prices, with a small amount for CSF 
managerial and research work. 

The millers have retained control 
over revenue from the sale of milling by- 
products, mainly molasses. One miller 
estimated that by-product sales can 
amount to 5% of income. Millers ac- 
cepted a benefit-sharing proposal, but 
only if molasses prices surpass the rela- 
tively high Baht 1,000 a tonne. 











‘SHIPPING 






By Ellen Salem in Shanghai 
cine is poised for a great leap. for- 

ward. in the development. of its 
ports.. But the leap may not be great 
enough to span the gap between an out- 
moded and inadequate transport net- 
work and‘an integrated infrastructural 













opeén-door policy. 

«Funds have. fallen ‘short and: many 
development plans are on hold. Inland 
transport facilities and intermodal links 
are unable to meet existing demand and 
are projected to remain that way for the 
reseeable future. Just as troubling is 
the fact that expansion plans are based 
| on growth rates that are'far lower than 
those that have been sustained over the 
past several years. 

China now has 394 berths in its major 
© coastal harbours, with total handling ca- 
| pacity of 370 million tonnes a year. Of 
` these, 214 are deep-water berths, of 
which more than a quarter have been 
| built since 1981. The result of the accel- 
- eration of port development during the 
Sixth Five-Year Plan (1981-85) — 
hardly a corrective to the some 30 years 

of neglect — is uneven development. 
i While recently modernised ports 
such as Tianjin can boast of a vessel 


orm is around two weeks for foreign 
ade ships. Even where’ ports them- 
Ives have modern equipment, the lack 
of — supporting - infrastructure’ often 
makes it impossible to use the facilities 
to` capacity. In Dalian and Qing- 
huangdao, where bulk grain loading 
zand discharging facilities are in place, 
inadequate storage creates bottlenecks. 
> Upgraded coal-loading facilities in 
Nanjing are often under-utilised be- 
| cause of a lack of railcars to 
move the coal tothe port. There, 
aninvestmentof Rmb 35 million 
US$9.4 million) intended to | 
_Yaise the capacity ofthe coal port ` 
‘by 250%. will result in an in- 
crease in throughput of. only 
150%: by. 1990 ‘because of rail 
_ congestion'—-and there are no 
plans onthe books to improve 
he land transport bottleneck. . 
Indeed; in China, ocean 
























China’s funds at low tide . 


, Port-development plans fall short of trade needs i 


system equal to the trade needs ofits | 





rnaround time of about 2.5 days; the. 
















except in two or three>centres :— 


through to the end of the century at 


least. At present, containerisation is 


: minimal and accounts for less than 1% 


of all foreign-trade cargo. Yet, in 
both Tianjin and Shanghai, throughput 
was far below capacity in 1986 and is 
predicted to stagnate through 1987 — 
due in part, port officials claim, to 
the difficulties involved in provid- 
ing inland. door-to-door delivery ser- 
vices. 

While door-to-door delivery is un- 
likely to be feasible on a nationwide 
basis until early next century, port deve- 
lopment could fail to meet even the 
trade needs of the coming decade. 

China’s overall strategies have been 
heavily influenced by World Bank pro- 
jections which now seem much too con- 
servative. The bank assumed a five-fold 
increase in port traffic from the 1980 
level by the end of the century while 
foreign trade was projected to quad- 
ruple to about 300 million tonnes by the 
year 2000. Thus, the World Bank as- 
sumed that total trade through major 
coastal ports would rise from a 1980 
base of 217.3 tonnes to about 1.1 billion 
tonnes by the year 2000. In order to 
meet this demand, sustained investment 
of around Rmb 2 billion a year would be 
necessary. l 

However, it appears the bank pro- 
jections will be outpaced by actual trade 
growth. Last year, foreign trade had 
reached 130 million tonnes while’ total 






(7th 5 Year Plan 1986-90) 
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CHINESE PORT EXPECTATIONS 


cargo in 1986 amounted to about 380 
million tonnes. Thus, in five years, 
China’s foreign trade has almost dou- 
bled. Given both the acceleration of 
economic development and the export . 
push, World Bank. estimates that 
ren trade will only quadruple by the ~ 
year 2000 seem far too low. 

Nonetheless, the bank’s projections 
have been adopted in the formulation of 
port develop- 
ive-Year Plan 
(7FYP, 1986-90). The plan calls for the 
construction of 120 deep-water berths 
-and 80.small and mediumn-sized berths. 
With the construction of these facilities, 
China will have about 1,200 berths at 
coastal and river ports, including 
around 330 deep-water berths in coastal 
harbours. i s ; 

Once facilities are operational, the 
modernised ports will be declared open 
to calls by foreign-flag ships. Total 
handling capacity for both domestic and 
foreign trade will rise from.the present 
380 million tonnes to 550 million tonnes 
by the end of the.plan period. To fi- 
nance this development, Rmb 10.6 bil- 
lion has been earmarked — the sum rec- 
ommended by the World Bank. 





































































B: China’s decision to push ahead 
with its port plans will not clear up the 
bottlenecks and inefficiencies that are the 
result of apoor inland-transport system. 
Rather, development will be localised 
and aimed at relieving China’s energy 
crunch. Of the 162 million tonnes handi- 
ing capacity that will be added during 
the plan period, 87 million tonnes or 
53% will be dedicated to coal facilities 
— most of which are in the northwest. 
Some 38% of investment will be used to 
construct more than 60 berths in the six 
major ports of the Bohai Rim in north- 
ern China — Dandong, Dalian, Qing- 
huangdao, Tianjin, Yantai and Qingdao. 
Although the Bohai Rim Economi- 
Cooperation Area is forecast to becom: 
northern China’s ‘major trade centre 
and a key export-production area, port 
development throughout: the 
7FYP will emphasise bulk ex- 
ports of petroleum and imports 
and exports of grain, as well as 
-the movement of coal from 
northern and western China to 
the south. -— 

The other major area of em- 
phasis willbe on the lower 
reaches of the Yangtze —-exclu- 
sive of Shanghai — where 41 
million tonnes of handling capa- 
city will be added by 1990, 
though only 18 of the total new 
berths will be for foreign trade. 
Of the total 110 new berths to 
be added, 10 will be deep water 
and eight for containers. 

But progress to date suggests 

that China may have: difficulty 

:: Meeting the 1990 deadline it has 
¿set for itself. Except in ports - 
-aso Nanjing, Qingdao 





















| king on its determina- 











fianjin. where 
term deve- 
-lopment plans span- 
ned the previous and 
current five-year 
plans, port construc- 
tion was held- in 
abeyance during. the 
first year of the 7FYP 
while Peking sorted 
out its investment 
priorities. In fact, 
Statements from Pe- 


‘tion to commit funds 
to port development 
as planned in 1985 
were not forthcoming 

“until April this year. 
. Another spanner | 
in the works. is the | 
confusion over fund- 
ing that has resulted 
from the transfer of, | 
management of ports |C» 
from the Ministry ` 
of .. Communications 
(MoC} tothe local authorities. In one in- 
stance, a World Bank loan to fund port 
development in Huangpu was het ap 
fora year while negotiations with the 

‘new authorities proceeded on taxation 
and retention of profits. To date, Tian- 
jin, Shanghai, Dalian, Yantai, Qingdao, 
Lianyungang, Nantong, Huangpu. and 
Nanjing have been granted managerial 
autonomy by the MoC. 

But autonomy means. different 
things in different places. The port of 
Shanghai, for example, must now fund 
its development out of its own income 
while Nanjing and Nantong can still rely 
on the central government to fund their 
development plans. But even where 
municipalities are required to formulate 
and fund their own developinent: deci- 
sions on funding of major projects — 
sarticularly when foreign exchange is 

eeded — are still made in Peking. 

_ While a yet-uncertain de-limitation 
of authority has impeded implementa- 
tion of many port plans, far more ger- 
mane is the lack of funds, and particu- 









| darly the need for foreign exchange. The 


T MoC has no ready solution to the short- 
age of funding. Bonds have been ruled 
out for the moment except for industrial 


: construction. Foreign investment, ex- 
| cept on concessional terms, has been 
-) discounted as a major source of funding 


_ for.port development, and offi- 
cials acknowledge: that the long. 
payback period renders such in- 
-vestment unattractive to. would- 

“be investors. 5 

Thus, lack of money has not 
only rendered expansion- of 

China’s transport plans all but 

an exercise in ‘futility, but it 

could delay full implementation 

“existing pores — unless Pe- 





CHINA'S RAIL-PORT BOTT TLENECKS ) 


out, as the appointment of the Minister 
of Railways-Ding Guangen as an alter- 
nate member of the politburo could sig- 
nal that the modernisation of transport 
will be given top priority. 

Until this happens, official state- 
ments about priorities for port develop- 
ment must be taken with a grain of salt. 
It seems that MoC’s setting of priorities 
is dependent on two factors. The first is 


_ alleviation of the energy shortage; and 


the second, the availability of World 
Bank or other concessionary or local 
funding. Nantong, Shanghai, Nanjing, 
Qingdao. and Tianjin are all priority 
areas, according to the MoC, and in 
theory are responsible for funding their 
own development. But in Nantong and 
Shanghai, the 7F YP is on hold, awaiting 
the conclusion of negotiations on con- 
cessionary funding. 


onversely, most of the develop- 


ment in Nanjing, which is an impor- 


| tant industrial base and a major coal 


transshipment centre, has been and will 
continue to be funded. by the MoC. 
Likewise, in Qingdao, where develop- 


-ment — funded by both the MoC and 


the Japanese — is well under way, coal 
and oil represent 60% of throughput. 

In Tianjin, where 22 of 32 berths are 
for general cargo and only one is for 





UTILISATION OF CHINA'S MAJOR 


COASTAL PORTS (1986) 








fuel, both World Ban 

Joans and profitsof the 

port itself have fund- 
_ £d development. In 

addition, joint-venture 

funds have been used 
for the: development 
of support services. 
such as a freight for 
warding company and, 
if all goes as planned 
such funding will t 
more important in 
future. 

Judging from state- 
ments by port ad- 
ministrators, it seems 
that for the longer 
term, local planning 
and availability -of 
concessionary foreign 
credits will do much: 






























































































ed development through the 1 

The bank is in the process of review. 
ing three proposed sites away from the 
Whampoa River — the location of all 
Shanghai’s current wharves — for 
expansion: of the port of Shanghai. 
bank expects that all three sites w be 
developed eventually; the main ques 
tion now is. the. sequence and th 
amount of funding. 

Other projects: include. the develop- 
ment of a terminal downstream from 
Huangpu, the port for Canton, part- 
financed by a proposed loan of US$180 
million. The project, which will cost 
US$280 million, calls for the construc-:. 
tion of five berths (one coal, one iron 
ore, one fertiliser and two general 
cargo) as well as bridges, rail spurs, : 
highway and dredging of a 115 km-lon 
main inland channel in the Pearl. 
to accommodate ships of up to 20, 
dwt, though the new berths will be able | 
to handle ships of upto 35,000dwt. 

Additional projects under consider- 
ation include the construction of tw 
multi-purpose berths. and one container 
berth in Ningbo, and one container 
berth, two multi-purpose berths and 
one coal berth in Xiamen. 

Short of a rescheduling of develop- 
ment priorities, which would.mean an 
investment cut in industrial’ project 
port development will proceed 
on a piecemeal basis. There will 

certainly: be improvements i 

port facilities, reduced conge 
@ tion and an increase. ino 
` number of ports open to foreign 
flag-ships-over the next few 
years. But the massive overhaul 
of China's foreign-trade facilities 
— cou pled min the construct n 
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Rise and rise of Tianjin 


Development pace may swamp Shanghai’s confusion 


AN turnaround time in the port 
of Shanghai is approaching three 
weeks. In Tianjin it is just under three 
days. Based on development projec- 
tions — and little else — congestion in 
the port of Shangahi is supposed to be 
cleared up by 1990 while Tianjin’s plans 
for expansion as a regional container 
centre are based on the completion of 
China’s first expressway in three years. 

In part, geography is responsible for 
Tianjin’s rise and — unless corrective 
measures are implemented very soon — 
Shanghai’s decline. Worldwide, as 
ocean-going vessels increase in ton- 
nage, ports on rivers and estuaries have 
declined in importance because of their 
inability to handle deep-draught ves- 
sels. The port of Shanghai straddles the 
Whampoa River, so draught limits pre- 
clude calls by vessels above the 25,000- 
dwt class. Conversely, a newly dredged 
channel in Tianjin’s seaport of Xingang 
on the Bohai Sea will accommodate ves- 
sels of up to 200,000 dwt. 

But even more of a factor than loca- 
tion is administration. Four years ago, 
the port of Tianjin was granted limited 
administrative autonomy by the MoC. 
Today, the port’s 22 companies function 
as independent legal enterprises and are 
taxed by the port administration on the 
basis of profits. All profits and taxes col- 
lected by the port administration re- 
main in the hands of the port au- 
thorities. Moreover, the port has been 
empowered to set up an independent 
import company to purchase all major 
equipment needed, thus enabling the 
port to by-pass the state foreign-trade 
companies. 

Port officials are young and have 
been hired on two-year renewable con- 
tracts, as are the managers and section 
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chiefs of the port’s 22 operational com- 
panies. Stevedores are hired on five- 
year contracts, with wages on a 
piecework basis which yield Rmb 400- 
500 a month. 

This combination of a management- 
responsibility system and a relatively 
simple decision-making structure has 
facilitated Tianjin’s comparatively 
speedy development. The construction 
of 12 more general-cargo berths started 
last year — funded in part by a World 
Bank loan of US$13 million — and is 
scheduled for completion in 1992. 
Feasibility studies are under way for the 
construction and operation of China’s 
first joint-venture bonded warehouse — 
a project which will require an invest- 
ment reported to be around US$50 mil- 
lion. Additionally, a letter of intent has 
been signed with a Norwegian concern 
for the construction of a special goods 
terminal. 

Longer-term plans are based both on 
the completion of the Tianjin-Peking 
expressway and the development of an 
industrial park adjacent to the port, as 
well as the industrial development of 
northeast China and the Bohai Rim. 
These developments, it is believed, will 
increase the utilisation of the port's con- 
tainer facilities. With a throughput of 
146,000 20-ft equivalent units (TEUs) in 
1986, utilisation is only about 37% of 
container-handling capacity. 

In addition, it is hoped that regional 
development will result in a change in 
the composition of the port’s cargo and 
increase bulk exports and machine im- 
ports. Now about 80% of total 
throughput of 18.6 million tonnnes — 
80% of which is foreign-trade cargo — is 
general cargo. A change in the composi- 
tion of cargo would, officials feel, lessen 
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the effect of changes in import policies 
which have resulted in a decrease in port 
utilisation. 

But overall expansion may give way 
to consolidation and piecemeal growth 
unless substantial outside funding is 
made available. Plans are on the draw- 
ing board for a bulk-cargo area, but con- 
struction may be held up until joint-ven- 
ture funding for dedicated-cargo berths 
is forthcoming. Also in the planning 
stages are 22 new berths on the river ad- 
jacent to the industrial park, but cost 
projections are outdated. 

Indeed, given the underutilisation of 
container facilities, the support services 
already in place such as container for- 
warding services, the construction of 
the Peking-Tianjin expressway and 
existing — though congested — rail 
lines, prospects for Tianjin overtaking 
Sharighai as China’s major container 
port are strong. 

In contrast to Tianjin, where deve- 
lopment to the end of the decade is 
linked to infrastructural and economic 
development in its hinterland, Shang- 
hai’s port-reconstruction programme is 
at a standstill. But Shanghai can ill af- 
ford to delay its reconstruction, Alter- 
native ports now under construction 
could well siphon foreign-trade traffic 
away from Shanghai, particularly as 
coastal shipping lines are available to 
transport goods to Hongkong for trans- 
shipment and provinces are loathe to 
surrender profits to competing neigh- 
bours. 

While ports such as Ningbo and 
Lianyunggang are gearing up to handle 
foreign trade, turnaround time is on the 
increase again in Shanghai and conges- 
tion is on the rise. In addition, conges- 
tion within the city limits often nullifies 
improvements on the docks and this, 
coupled with a poor inland-transport 
network, has resulted in underutilisa- 
tion of Shanghai's container facilitie~ 
In 1986, throughput stood at 200,0( 
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TEUs, though capacity is now about 
400,000 TEUs. 
The Seventh Five-Year Plan calls for 
the construction of 18 new berths and 
the upgrading of 13 berths by 1990, 
which will increase the port’s handling 
capacity by 10 million tonnes. But pro- 
gress in the nearly-two years of the plan 
already completed consists of the instal- 
lation of computer ¢quipment in one 
container berth — there has been no 
new construction. According to the port 
authorities, two berths are scheduled 
for upgrading in 1988 and the remaining 
10 will be upgraded in 1989 and 1990. 
Similarly, most new construction will 
occur in 1989-90 when 16 new berths 
are to be started, while work on two 
is scheduled to begin in the coming 
year. 

Shipping circles in Shanghai. are 
sceptical and say that the civil engineer- 
ing has yet to start, despite claims to the 
contrary by port officials. In addition, 

rt development projects are absent 

om the list of infrastructural projects 
now being circulated among bankers for 
funding considerations. 
Given the immense cost of the plan- 


ned undertakings, which port au- 
thorities say they will fund out of their 
own och plus domestic and interna- 
tional borrowings, such an omission is 
significant. 

This lengthy hiatus between plan- 
ning and construction is due to three 
successive changes in port administra- 
tion in three years, and to indecision 
about how to best cope with congestion 

roblems. Prior to 1986, the port of 
Shan hai was under the jurisdiction of 
the Moc. Then, authority for the 
running of the port was handed over 
to the Shanghai municipal govern- 
ment. 
Finally, early this year, responsibil- 
ity for running the port and funding its 
development was passed to the port au- 
thorities themselves. The result has 
been that all development plans were 
put on hold while the port authori- 
ties worked out details of the trans- 
fer with Peking and the municipal au- 
thorities. 

Given the delay in starting on the 
construction of the 18 new berths-and 
the need for Shanghai to construct new 
port facilities beyond the confines of the 


An area of darkness 


Foreign investors loath to sink money into ports 


p atriotism, not profit, is said to be the 
motive for one of China’s largest 
private-sector foreign investments in 
port development to date. But even the 
most ingenuous of officials agree that 
the no-strings-attached US$3 million in- 
vestment — which can be repaid in ren- 
minbi — in the construction of a con- 
tainer berth in Nanjing x an Overseas 
Chinese will not soon be duplicated. 

Worried officials in Peking fret that 
the long payback period, coupled with 
the uncertainty over the repatriation of 
foreign-exchange earnings, has ren- 
dered private-sector foreign invest- 
ment in port infrastructure unattractive. 
Even if a company were to consider 
long-term rewards in port development 
worth the risk, its bankers would not 
agree. According to foreign bankers in 
China and Hongkong, any loan with a 
tenure of more than eight years is au- 
tomatically in the “difficult” category, 
while loans for 10 years or more will not 
be considered. 

The only possible exceptions are 


commercial credits linked to a soft loan, 


a loan where the risks could be reduced 
to virtually zero by distribution among 
other banks, or one that is backed by a 
guarantee or letter-of-credit from a rec- 
ognised body within the banking sys- 
tem, such as the Bank of China, China 
International Trust and Investment 
Corp., or one of the larger provincial 
trust-and-investment corporations. 
But the linkage of foreign invest- 
ment to a Soft loan is no guarantee that 


a project will go through. For example, 
the port of Nantong began discussions 
with a Dutch consortium in 1984 over 
the possibility of one member of the 
consortium building a number of berths 
and another running the port. A portion 
of the funding was to be provided by a 
Dutch Government loan of Guilders 30 
million (US$15 million). 

A combination of factors, including 
the fact that much of cargo handled by 
Nantong is local, as well as friction be- 
tween Peking and the port of Nantong 
over the retention of foreign-exchange 
earnings, indicated that the project as 
opns conceived would be economi- 
cally unfeasible. Negotiations are still 
under way between Nantong and the 
Dutch Port and Delta Consortium, but 
the project now envisioned is much 
smaller. A Dutch Government soft loan 
is still available should contracts be 
ps pag but the amount is but a fraction 
of the original. 

Without the backing of a soft loan, 
most foreign investors are loath to com- 
mit huge sums to port development. It is 
now generally believed that if there is 
any money to be made in China’s ports, 
it is in support services. Here, invest- 
ments can be relatively small and the 
payback period almost immediate. For 
prampie, Sea-Ocean Inchcape Interna- 
tional Container Transport Co. is a 
US$5.5 million, 50/50 equity joint ven- 
ture between the Inchcape Group and 
the Shanghai International Container 
Transportation Corp. The initial invest- 









Whampoa River, questions have been 
raised about the actual implementation 
of present development plans. In fact, 
various sources have speculated that 
Shanghai may by-pass the Whampoa 
and opt instead to use available funding 
to construct three alternate sites now 
under consideration by the World 
Bank. ; — Ellen Salem 
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ment will be used to purchase tracto 

units, trailers and container-handling 
equipment for two container-freight 
stations in the Shanghai area. 

_ Since the agreement has just been 
signed, returns are still in the offing. But 
as one competitor remarked, most of 
the prerequisites seem to be in place. 
The venture has an assured source of 
foreign-exchange earnings in its Song 
Hu Depot, which handles Sino-Japan- 
ese ferry traffic. Additionally, the ven- 
ture has cornered the market. The 
depot at Bei Jao is the only facility in 
China designed for handling hazardous 
containerised cargo. Once the depot is 
in Lge the Shanghai authorities 
will be able to lift its restrictions on the 
acceptance of hazardous container 
cargo, which must now arrive in break- 
ulk. 


While Shanghai's present needs 
probably will provide a cash flow suffi- 
cient to justify the venture, potential in- 
vestors are looking with interest at the 
venture’s longer-range plans to set 
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Thus, they 










should provide ample-investment op- 







rtunities — though the problems of 
land freight transport are sizeable. 
Despite the pressing need for the ex- 
sion of support facilities, however, 
rt authorities are generally . vague 
hen asked to list specific areas they 


















still unsure of the limits‘of their new: 


thority, particularly:as this comes in. 
e- wake of.an 18-month period when |. 


new port development was put on hold. 


e bind.. Lacking the assurance of cen- 


| joint-venture agreements of less than 


ve targeted for foreign investment. 
- US$10 million in 1984— has taken the 


ch of this is because port authorities. 


effect, port authorities-are in a dou- 





al government monies, they must now 


pi 


-and an oil-tanker te minal, but all are 


mitments Shey: may not be able to hon- 
our. 

- Thus, it is no surprise that the port of 
“Tianjin — which not only has the right 
to retain all its earnings but also was 
granted the right to si a contracts with- 
out prior approval from Peking for 






Tead in-defining projects for joint-ven-. 
ture investment. But even Tianjin, 
which is more savvy than other ports, 
has not fully explored the potential that 
does exist in investment in smaller-scale 
support services. Discussions: are now- 
under way on the funding of a bonded 





sizeable investments. Other ports: are 
equally ambitious. Nantong, for exam- 
ple, is anxious to have a foreign consor- 
tium come in and develop a new port for 
deep-sea ing and fish processing. 
Allin all, it has become clear that the 
foreign investor must-take the initiative 
and search out areas for comparatively 
small investments in port development. 
Once opportunities are identified, port 
authorities are likely to be receptive to 
the terms requested by the investor. In- 
deed, as the funding implications of the 
shift in managerial responsibility are in- 
corporated into overall planning, re- 
sponsivenessis expected to increase. 
— Ellen Salem 
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SOUTH KOREA 

























South Korea rebounded from the 
# mid-year labour strife with no ob- 
vious damage and the economy is .once 
again at fever pitch. Economic officials 
are walking atight-rope, trying to keep 

tionary pressures under control and 
at the same time pump more liquidity into 
the economy in the “run-up to. De- 
cember’s presidential election. So far, 
there is only fleeting concern that the 
~-export-led growth might be curbed by 
weaker consumer spending in the US 


ptember’ s current-account surplus 





: as US$1.1 billion in July. 
This year’s GNP growth rate,.a Sizzling 
15.3% in the first half, looks increas- 
gly likely to come close to-last year’s 
5% level. 
The echo of the dollar’ s slide and the 
ash of stockmarkets around the world 
e yet to be heard in Seoul. South Ko- 
n planners’ biggest problem at the 
ment is how to- a the trade 














e surplus with the US near 
vel of US$7.4 billion. But 


The big bounce back | 





US$1.27 billion. The pre- 


nounced with great fanfare early in 
1987, has yet to be exhausted. Govern- 
“ment officials concede they. were: not 
satisfied with the initial results of a No- 
vember .trade fair featuring US products. 
Curiously, little thought seems to be 
given to the devastating effect of a slow- 
down in US consumer spending. The 
predominant sentiment, developed ‘in 
the wake of Black Monday, is that 
South Korean exporters.are relativel 
well-protected because consumers will 
simply switch from expensive Japanese 
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(Customs clearance basis, US$ billion) 






















=> projected to rise another 10-15%. in 
local currency next year: -—~- and the re- 
valuation could start to take their toll. 
Yet, in spite of the panic about higher 
labour costs in recent months, there is 
little public concern about developing 
more rational labour policies and boost- 
ing productivity. 

With the presidential Sidction only a 
month away, there is an eerie lack of at- 
tention being paid to the economic 
policies of the next administration. The 
common wisdom is that there will be lit- 
tle change, no matter who is elected. 
But that ignores the fact that no matter 
who is elected, a different set of people 
will-be giving the marching or- 
ders, 

In preparation for the presi- 
dential election, the govern- 
ment is doing what it can to help 
ruling Democratic Justice Party 
(DJP Py candidate Roh Tae Woo. 
While the-powerful Economi 
Planning Board wanted to hob 
the. increase in rice prices paid 

to farmers to near 7% of Roh told 
farmers they were entitled to 
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the same 13% ' rise that govern- 
“ment -employees received in. 
s this year. After a meeting 
ween ministers and senior | 






cars and consumer electronics to 
cheaper South Korean ones. But the 
threat of protectionism is at the top of 
-the list of worries. US pressure on South | 
Korea to open up its markets — in ag- 
riculture, manufacturing and services— | 
is reported in shrill tones by the local 
press. 

However, the long-term impact of | 
higher wages could be more damaging 
than protectionism abroad. Manufac- | 
turing labour. costs are set to rise 15- 
20% this year. That works out to 25- 
30% in US dollar terms, because the | 
won is expected to appreciate by about 
10% this year against t 
_combination:-o he highe abou 


s shot past. last year’s mark in 
eptember and the trade surplus looks 
ikely to app US$10 billion. Sepa- 
tely, South Korea's worldwide cur- 
rent-account surplus — which also in- 
cludes invisibles like financial.services — 
w projected at US$10 billion, two- 
hirds higher than ae 
Seoul’ 



















l : omestic political 

pressures against market-opening mea- 

res and the difficulty of breaking . 

oeng arrangements with Japan- 
liers.. A US$2.5 bil 





















eUS dollar. The- 






pt the US slows... 


DIP officials, the 13% i increase carried 
the day. 
In hat some analysts see as. anat- 
| tempt to pump more money into the | 
economy before the election, the Bank 
of Korea has relaxed ‘its grip on money 
supply growth, which it had targeted at | 
| 18%: for the year. Moreover, restric- 
tions on institutional investments in 
the stockmarket were eased: in early 
November, in an attempt to give renew- 
| ed vigour to a sluggish equity market. 
For this year, South Korea’s econ- 
omy seems set to surpass even the most 
optimistic forecasts. But the smiles could 
ive way to frowns if consumer spending 
++ Mark Clifford 
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BLACK LABEL COMMANDS MORE RESPECT 
-€12} YEAR OLD: 


MARNOCK, SCOTLAND. 





IOHIN WALKER & SONS LTD., SCOTCH WHISKY DISTILLERS, KIL 











Do you need a pilot training programme that only turns out aces? 
You do if you're reaching for the sky. 


Dat a = ae Ao E E T 


Before a Thai pilot earns his wings he will undergo a training programme that's so tough only a selected 
few pass the rigid examinations with flying colours. The course, featuring flight simulators for both 7478 
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The search to build better 
ways to live ts as old as history. 


Today, Komatsu is helping 
people to build the dreams of 
tomorrow. 


With products ranging from 
construction equipment to 
industrial machinery, advanced 


technology robotics, solar systems, 
and lasers. 


It’s our promise for the 
generations to come. 





WE BUILD DREAMS 


ele KOMATSU 


HEAD OFFICE: 2-3-6, Akasaka, Minato-ku, Tokyo 107, Japan. 
CABLE ADDRESS: KOMATSULTD TOKYO 
Telex No.: J22812 Phone No.: (03) 584-7111 
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Global Financial Information fast, accurate 
comprehensive 


Telerate 

Linking the world’s financial markets. Foreign 
Exchange, Equities, Government Securities, 
Money Markets, Financial and Commodity 
Futures, Euromarkets, Precious Metals, Energy 
and Economic Statistics. Coverage to over 
1,500 cities in more than 50 countries 


Real-time market rates and news. Commentary 
and analysis. Decision support 


Telerate 
Traded on the New York Stock Exchange 
Eighteen consecutive years of financial growth 
Joint ventures with AT&T Lotus 
Development Corporation, . .Giltnet, Ltd. of 
Australia. . . Kyodo News Service of Japan 
Cantor Fitzgerald. Wholly owned subsidiary 
Compu Trac 


Innovative. . . Reliable. . .Growing 


Telerate. . . Setting the Standard 








Target zones: 
a workable approach 


Over the past few years, 
dissatisfaction with floating 
exchange rates has given rise 
to growing demands for an 
overhaul of the international 
monetary system. 

Serious problems have 
arisen for the world economy 
above all as an outgrowth of 
misalignments between cur- 
rencies, which occur when ex- 
change rates fail to reflect 
the underlying economic re- 
alities. Moreover, fluctuations 
in rates have tended to be 
significantly greater than 
would have been required to 
offset inflation differentials. 
Yet this also has reper- 
cussions for a country’s com- 
petitiveness and can affect 
| real exchange rates, i. e. those 
‘adjusted for disparities in 
purchasing power. Asa result, 
relative advantages or disad- 
vantages are created which 
are not based on differences in 
economic efficiency. The en- 
suing distortions in the inter- 
national trade in goods and 
services ultimately compel 
the countries involved to 
undertake costly and painful 
adjustment processes. 

Since the Louvre accord in 
February, the broad accept- 
ance of this view has led 
to attempts to bring about 
world monetary cooperation. 
Doubts that may have existed 
as to the extent of political 
support for the target-zone 
approach were certainly re- 
moved by this year’s IMF 
meeting in Washington. Tar- 
get zones are a compromise 
between fixed and floating 
fates: the idea is to preserve 
some of the benefits of the 


latter, while trying to reduce 
their volatility and suscepti- 
bility to misalignments trig- 
gered by speculation. 

The target-zone policy 
pursued since February has 
worked—and for longer than 
anyone really expected. All 
the indications are that the 
governments and the central 


tremely unsettled. They docu- 
ment the interest of govern- 
ments and central banks in 
stable exchange rates, rep- 
resent an international con- 
sensus, and consequently 
make currency movements 
more predictable. 

For along time, things were 
different. Prior to the Plaza 


Assumed DM/$ target zone 
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banks behind the three lead- 
ing reserve currencies—the 
US dollar, the yen and the 
D-mark—agreed upon “soft” 
target zones, the upper and 
lower limits within which the 
currencies may fluctuate not 
being made public. In prin- 
ciple, the target zones can be 
altered and there is no com- 
pelling need for central-bank 
intervention or adjustments in 
national economic policy—as 
there is within the European 
Monetary System—should 
currencies stray beyond their 
prescribed limits. 

Such arrangements can be 
very useful, especially if the 
financial markets are ex- 


t | DMS exchange rate —~ 3-month Euro-imerest rate differential 
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agreement of September 
1985, the U.S. appeared to 
want the dollar to keep climb- 
ing indefinitely. The currency 
reflected, as it were, the 
country’s economic and pol- 
itical muscle. Subsequently, 
many Americans seemed to 
feel that the dollar could not 
fall either quickly enough—or 
far enough. It was almost as 
though they believed that the 
imbalance on their country’s 


external position could be 
eliminated overnight solely 
through exchange-rate shifts. 

All this has changed since 
the Louvre accord, and the 
willingness to consider the in- 
ternational monetary impli- 
cations of national policy 
measures is an encouraging 
sign for the future. Preserving 
this consensus is more im- 
portant at the moment than 
creating an institutionalised 
framework for further re- 
fining the world monetary 
system. 


Need for coordination 


The main reason for the 
swings in real exchange rates 
in recent years has been a lack 
of coordination in the overall 
economic strategies imple- 
mented by the key industrial 
nations, producing divergent 
trends in national monetary 
policy and the economic fun- 
damentals. While target zones 
are no substitute for inter- 
national coordination and 
cooperation, they can—in con- 
junction with the objective 
indicators to be monitored by 
the IMF—bring political pres- 
sure to bear on countries to 
join the consultative process. 

However, an approach of 
this kind must not be allowed 
to become an automatic 
mechanism or a fine-tuning 
instrument. But if used pru- 
dently and pragmatically as an 
indicator, target zones can 
help to improve internation- 
al coordination. Nonetheless, 
sound economic judgement 
and, in turn, realistic policies 
at both the national and inter- 
national level will remain the 
ultimately decisive factors in 
the search for increased glo- 
bal monetary stability. 
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October is the cruellest month 


© IT seems that Shroff’s good wishes 


towards Faber Merlin, or FM, 
(REVIEW, 22 Oct.) somehow went as- 
tray. Far from marking the beginning of 
a new and prosperous era for the hotel 
group, October turned out to have been 
nbicagr aed nightmarish — even by 
nak Monday paapa. As a result, 

e group is now facing possible puni- 
tive action fron the Kuala Eonar 
Stock Exchange SELA and a big book 
loss on the sale of its prime asset. 

On 6 November, FM belatedly an- 
nounced to the KLSE that it had been 
unable to redeem the 17.18 million out- 
standing units of its 8.75% convertible 
unsecured loan stock (CULS). Readers 
will recall that these form part of a 45.6 
million block issued in 1983, which fell 
due on 1 October. The remaining 
CULS, or 61% of the total, had already 
been converted by FM’s controlling 
shareholder, the Fleet Group, at an ef- 


e cost of M$1.06 (43 US cents) a 
are. i 
It is bad enough that the KLSE should 


only be informed more than a month 
after the default. But what is even more 
remarkable is the lack of detail in what 


| is a declaration of serious financial 


picons by a major public company. 
e statement (which was in response 
to a news item appearing in Singapore), 


said that redemption was deferred due |§ 


to “unforeseen circumstances which af- 
fected the company’s funding arrange- 
ments.” It added that interest would 


continue at the former rate, pending | 


discussions with the trustees and the 
holding of an extraordinary general 
meeting of the loan-stock holders. 

The only real clue as to why FM was 

nable to redeem the issue lies in its re- 
mark that “had it not been for the un- 
timely sharp decline in share prices, the 
company would have been able to 
fulfil its obligations under the trust 
deed.” This seems to point the finger 
at the 14.16 million shares in New 
Straits Times Press (NST) that FM re- 
ceived for the M$110 million sale of its 
flagship hotel, The Merlin of Kuala 
Lumpur, to NST in September. 

That deal is beginning to look in- 
creasingly like Jack’s exchange of the 
family cow in return for four beans. FM 
is believed to have held on to the NST 
scrip — presumably in deference to a re- 
quest by its fellow Fleet Group member 
not to push down their price by offload- 
ing on to the market. Now, thanks to 
Black Monday, the NST shares are 
worth less than half that sum — M$53.5 
million to be precise. To make matters 
worse, FM has guaranteed NST an an- 
nual return of 7.5% on the M$110 mil- 
lion for a period of five years. 

The position might not be as bad as it 


a a n 


first seems, as FM is rumoured to have 
made a book profit on the sale of the 
hotel. But even if the company did 
make a profit back in September, it 


would have to have been very large (i.e. 


more than 50%), to enable it to avoid 


showing a book loss on the disposal of 


the shares at current prices. 

As Shroff pointed out a few weeks 
ago, the sale of the hotel should not have 
been n , as Fleet had already 
paid M$16.6 million in premiums to con- 
vert its share of the issue. This 
had left only M$1.2 million to be found 
to redeem the remainder unless — as 
seems to have been the case — the Fleet 
money had already been used to pay off 
other debts. The biggest question in 
shareholders’ minds must be: how much 
is owed elsewhere by the company? 

That FM was prepared to default on 
the CULS redemption rather than cash 
in the NST shares at their reduced value 
seems to indicate that it needs the full 





salvage what it can for the unsecured | 
creditors. - TEn 
@ THE stockmarket crash is being | 
cursed by most investors at the moment |- 
but at least it has exposed to the public’s — 
gaze quite how bad a deal Sime Darby | 
was offering plantation counter, Guth- | 
rie Ropel, in September. 
The unsolicited bid of three Sime | 
shares for four of Ropel’s priced the | 
company at M$3.32 a share on 14 Oc- | 
tober, when Sime lamely withdrew the bi f 
offer. This implied a premium of 8% on | 
Ropel’s share price of M$3.08. Now | 
that all the froth has gone out of Sime’s | 
own share price, the same terms put a | 
value of MS1.86 on Ropel—orinother | 
words, a 20% discount to the current | 
market price of M$2.33. i 
These figures make it abundantly p, 
clear why Ropel rejected Sime advances : 





but it will probably remain as one of the 
last Great Mysteries of the Bull-Run 
why Sime went ahead with the daft bid | 


. in the first place. 


In particular, it was clear at the time 


' 
| = | of the bid that the offer was undervalu- | 


ing Ropel by some 10-20%, according k 


= | to the most recent valuations, yet Sime 





M$110 million to get it off the hook. It 


may also be relevant, in this r , to 
note that its accounts for 1986 (the most 
recent available) list total terms loans of 
M$66.6 million, payable over two years 
from 30 June 1986. 

@ THE latest stockmarket buzz is that 
FM is “coming up with something.” 
What could that “something” be, Shroff 
wonders? Could it, by any chance, in- 
volve NST being asked (all friendly, 
like) to rejig the hotel deal by issuing 
more scrip to top the pee back up to 
the M$110 million mark again? 

NST and FM are not saying a word. 
But if they are b paion some com- 
promise, they had better hurry up. The 
trustee of the CULS issue, yban 
Trustees, a subsidiary of Malayan 
Banking, has a legal duty to try to re- 
cover the outstanding amount. 

By their very nature, CULS are 
unsecured. The trustee must there- 
fore either prevail upon the issuer 
to come to an arrangement acceptable 


to the holders, or it has no option but to 
apply for a winding-up order and try to 
= — 


‘| would indicate that Sime had been 
| under the impression that the whole 


| seems to have been surprised when | 


Ropel turned down the offer. This | 


= 


deal would be nodded through with the 


{| blessing of the major shareholders. But 


later Sime was to claim that the ultimate | 
owner of Ropel, the state investment | 
pone og Permodalan Nasional Bhd — 
(PNB), had not even been consulted. | 
Sime’s chief executive, Tunku | 
Ahmad Tunku Yahaya, was later | 
i in the local press as saying that | 
NB could not be sounded out on the 
matter because PNB chairman Tun Is- | 
mail Ali is also a director of Sime. PNB | 
owns 58.3% of Ropel, through its | 
wholly owned Kumpulan Guthrie, and |- 
about 22% of Sime — 6.9% directly and | 
15.3% through Malaysia Mining Corp., | 
which it controls. Tunku Ahmad said | 
that if Sime had talked to PNB, it would | 
have been deemed to have acted in con- — 
cert and would have been required to | 
make an alternative cash offer. ita 
Assuming that PNB (and by exten- | 
sion, Kumpulan Guthrie) really was not $ 
consulted, it is strange that Sime 
sumed that PNB would choose to sell off 
Sope once it had announced its bid. If 
PNB had agreed with Sime’s argument 
— that Ropel’s management was in- 
competent and economies of sale could 
be had by incorporating its hectarage 
with another large f paneupa com- | 
pany’s — PNB would surely have de- 


: 


cided to inject Ropel into Kumpulan — 
Guthrie's other publicly listed plant- 
ation company, Highlands & Lowlands. | 

Py! 
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By Jobe Galang in Manila 


is causing problems 
















he situation. 





in Manila. 


seven months of 1986. 


Among recent incidents that further 
discouraged travel.to the country was 
the 14 October bombing of the Manila 
„Garden Hotel, partly owned by Japan 
Air Lines, whose bookings have been 
-consistently among the highest in the 
industry. On 3’ November,’ explosives 
were found at the Philippine Interna- 
„tional Convention Centre, the venue for 
Most international conferences staged 


<&c Visitor arrivals were on the rise in 
the months preceding these incidents. 
In the January-July period 417,444 visit- 
ors arrived in the Philippines, an in- 
rease of 12.5% compared with the 
year-earlier period. That raised occu- 
-pancy rates of the major hotels in 
Metro-Manila to an average of 70.9%, 
compared with only 62% in the first 


_. The government has been pinning its 
hopes on the tourism industry to help 
make up the shortfall in the country’s 
balance of payments. Exports have not 

















Come back, comeback __ 


Manila fights to keep its tourist industry growing 


‘ i a 
Data turbulence in,fhe Philippines | been performing as 
or the’ coun- | ‘well:as expected and 
try’s tourism industry. Visitor traffic’ | intports , afe” ‘ghining 
“slowed down in the weeks following 
the 28 August coup attempt, which 
involved some. fighting on Manila 
treets. Continuing fears of further coup 
attempts: and recent terrorist attacks 
against US- servicemen based<in the 
Philippines: are not helping to improve 


momentum as | 
dustries continue ‘to 
revive capacity made 
the 
85 economic 
down. 
However, 
the increase in num- 
bers in the first half 
of 1987, tourism re- 
ceipts amounted to 
only US$209 million, 
down 45% from the 
year-ago figures. The 
subsequent slower vis- 
itor traffic and the ero- 
sion of the peso against 
the US dollar — from P20.53:US$1 at 
the start of 1987 to about P20.75 
by early November — dim prospects of 
even matching the 1986 receipts level. 
Early estimates also 
visitors have been. ‘staying in..-the 
country for an average of 5-6 days, 
compared with about eight days. in 
1986. ; 
Tourist arrivals reached a. peak in 
1980 when the country welcomed, for 
the first time, 1 million visitors during 
the year. However, since 1981 visitor 
traffic has declined owing initially to the 
economic difficulties in the country’s 
tourist markets, but later exacerbated 


by 










by the domestic turmoils. since late- 
1983. The advent of Corazon Aquino’s 
government in February 1986 via a 
near-bloodless “revolution” brightened: 
up the tourist trade again. 
Tourists from the US and Japan ac- 
| counted for 43% -of total arrivals in 
1986, However, there was a decline in 
the number of Ja- 
panese = visitors- last 
year because of the un- 
‘favourable image gen- 
erated by the kidnap- 
ping {and the sub- 
sequent release) of the 
head of the'Manila of- . 
fice of Mitsui & Co., * 
and due to a 
crackdown on so-call- 
ed “sex tours” or- 
ganised in Japan. 
However, the deve- 
lopment of the tourist 
industry continues to 
get priority attention 
from the government. 
Marketing program- 
mes will be pursued, 
following encouraging 
feedback from the World Congress of 
Travel Agents held in Manila in late Oc- 
tober. The Asean region will get a big 
share of this ‘effort. In 1986, visitors from 
Asean numbered 47,329; an increase of 
5.3% over the previous year’s mark. 
Under the government’s develop- 
ment programme for the period to 1992, 
there are plans to develop the country’s 
“full potential as a tourist and conven- 
tion centre.” The plan envisions in- 
creases of 1.6-5.1%-a year in visitor ar- 
rivals depending on the economic 
growth rates in the major tourist mar- 
kets. The scheme aims to attract 1 mil- 
lion visitors a year by 1992. A] 
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Aquino: tourists fear coups. 












indicate. -that 








m COMPANY RESULTS 












Group assets rose 5.4% to. M$25.4b, while deposits | 
rose 13.9% to M$16.6b and loansrose 0.9% to M$10.7b. 
































































































+80 | Bant10.1b Assets of construction-materiais company fell marginally | 
(US$396.9m) from Baht 17.2bto Baht 11.1b : 
-11 $$58.3m Despite full-year decline, operating profit rose during | 
(US$28.5m) second half from S$7.8m to S$9.4m. : 
+66 ¥220.2b Japan's No. 2 home-builder has revised current-year | 
(US$1.6b) net-profit forecast fo ¥ 14b from ¥12b. : 
«i, —18 A$97.8m Third-quarter output by 70%-owned Kidston Gold Mines, : 
(US$18m) (US$66.8m) Placer’s sole eamer, fell due to lower ore grade. 
: | ¥142b +646 ¥431.7b Intemational traffic rose 11.1% due-to’ strong yen, while | 
(US$105.2m) < | {US$3.2b) domestictraffic wasup 21.1%... 




















. | NZ$8.7m 

(US$5.4m) $ 
| HK$1.7b 
(US$217.9m) 
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NZ$127.7m 
(US$79.8m): 












“Taxation was nil during first half, vs previous period credit 
of NZ$1.2m. p l 





ale 


n.a. 

















V30 June. : 


Rs2.7b 
(US$209.3m) 






























| Thailand stands out 





















































BANGKOK: After three weeks of de-. 
cline, the Securities Exchange of Tha 
Jand recovered. Banks and cement 
counters led the way, with other sec- 
tors also improved in moderate trad- 
ing. Volume amounted to 30.4m shares 

valued at Baht 3.4b (US$133.6m) for 

the period. Gainers included Siam City 
_ Cement and Sahapattana Inter-hold. 
ing. 




















| HONGKONG: Stocks spent most of 
“the period in decline, with prices. hi 
+} ting their year’s low on. 5 Nov. on 

foreign selling: Bargain-hunters spur- 

“red a one-day upturn on the following 
day. The flow of overseas sell orders 
eased on 9 Nov. but prices of most is- 
sues remained lower, with Cheun 
Kong falling to HK$7 (90 US cents} 
from HK$7.35 during the period: 





< | TOKYO: Shares drifted lower on.four f 
|. days out of five in thin trading ahead of 
| the NTT share issue on 10-12 Nov. 

“Sales by foreigners, the big factor since 

_ | the October crash, eased. Domestic in- 

- -| stitutions remained sidelined. NTT fell 
-| ¥190,000 (US$1,407) to ¥2.64m and 
KDD fell ¥1,800 to ¥27,700. Turn- 
over averaged 433.2m shares at 
¥450.5b. 


TAIPEI: The market showed signs of [ 
revival early in the period, but a six- 
cent appreciation of the NT dollar on 5 | 
Nov. and continued uncertainty in | 
world markets brought renewed heavy | 
selling pressure. Average turnover was | 
NT$7.4b (US$247.7m). Chang Hwa | 
Bank fell 11% to NT$176, while First | 
Commercial Bank fell 10% to NT$173. 
Construction shares eased. 





‘MANILA: Despite such improved fun- 

: | damentals as rising: metals prices and | 
| returning economic confidence, prices | 
‘retreated. Shares fell across the board | 

sand average turnover was halved to 

| -P59.9m (US$2.9m) a day on 488.08m `| 

{ shares, down 65%. Losers included | 

| -Atlas-B (down 11.5% to P23) and San 

Miguel-A (down 6.4%. to P95.50) 
Most oil shares ended lower. 














SEOUL: Only the easing: of restric-. 
tions on institutional trading saved the 
market from what threatened to be the 
year’s worst week. Blue chips declined 
on. fears of falling exports, with 
Goldstar down 7.8% and Samsung 
Semiconductor and Telecommunica- 
|. tions off 6.5%. Electronics shares and 
<i wholesale trading companies fell 5.4%. 

“Only finance sharés advanced. 


































ab SHARE values regionwide followed the world downtrend, with the exception of Bangkok — which poste 
a 10.5% gain after three weeks’ decline. Antipodean bourses were hardest hit during the period to 9 Nov. 


ended the period at 1,900.2, a 63.33- 





SINGAPORE: Prices took another 
tumble, despite the reported presence 
of state-owned Temasek Holdings in 
the market mid-period. Trade was thin 
as institutions remained reluctant to 
commit themselves. UOB put on 40S 
cents (19 US cents) to $$4.90, but SIA 
lost 36 S cents to S$9.20. Average daily 
turnover was 39.3m shares, valued at 
$$72.5m. 


KUALA LUMPUR: The downslide con- 
tinued and even the debut of the Bank 
of Commerce failed to lift sentiment. 
Institutional buyers were non-existent. 
Rothmans bucked the trend with a 40 
M-cent (16 US cents) rise to M$6.25 
while Bank of Commerce - closed 
M$1.05 above its offer price of M$1.80. 
Volume averaged 17.5m shares a day, 
valued at M$27.4m. 


AUSTRALIA: Sharemarkets tumbled 
on declines in foreign markets and 
weaker gold prices. Entrepreneurial 
groups’ were hardest hit, = with 
Ariadne falling on rumours that chair- 
man Bruce Judge would resign from all 
executive duties. “Volume for. the 
period was a very light 551m shares val- 
ued at A$814m (US$557.5m) — about 
half the normal level. 


NEW ZEALAND: The market con- 
tinued to fall almost freely until the Re- 
serve Bank slightly loosened money 
supply on 6 Nov., prompting the big- 
gest-ever one-day rise. Brierley lost 
45 NZ cents (28 US cents) during the 
period to end at NZ$2.50, with another. 
blue clip, Fletcher. ‘Challenge, also 
lower. Volume for the period was 
69.8m shares, valued at NZ$107.1m. 


BOMBAY: Stocks drifted downwards 
until the final day of the period, when it 
was hoped that a meeting of govern- 
ment and stock-exchange officials 
might result in easier forward-trading 
rules and capital-gains taxes. Bajaj 
Auto shed Rs 375 (US$29.10) to Rs 
5,075 on the week on rumours of a 
lock-out and Zenith also fell. Century 
Enka rose to Rs 970 from Rs 925. 


















NEW YORK: Prices staged a brief rally 
on 5 Nov. because of.a decline in in- 
terest rates, but.spent most of the re- 
mainder of the period on a downtrend. 
Prices fell sharply on 9 Nov. on con- 
tinued dissatisfaction over the US 
budget deficit, with trading the slowest | 
in four weeks. The Dow Jones-index | 








point drop. 




















INTEREST RATES i ®) 








13.375 
8.5625 
5.875 

18.50 
4.3125 





4.10 
48.10 
11.25 

4.125 









































2 SDR’ US$1.35331, ECU1=US$1.232, 
< S$1=M$1.218, £1=HK$14.008, 
forward:. 





*long term = ** short term tofferedrate | Source: Telerate, Vickers da Costa & Co. 


1 BOND YIELDS (° (% 
————— | 


iis 


3-5 yearst 
7-10 yearst 
88.30 78.80 . i 3-5yearst 


7-10yearst 





470.00 459.50 


1,076.00 1,173.00 
z 3yearst 
17.46 16.44 X Se] t0yearst 
se 3-5 yearst 
66.73 76.00 £ ve ' 7-10 yearst 


3-5 years” 
264.00 236.50 j a 10 years * 
es 3-5 yearst 

7-10 yearst 
685.00 
3yearst 
10-years t 
3-Syearst 
7-10 yearst 


7.05 5 6.60 


1,070.00 i 
Bi : S years * 

263.50 282.75 i 10years * 
3-5 yearst. 
7-10 years? 

153.00 172.50 
3years? 
í i tOyearst 
220.00 ` -205.00 i 3-Syearst 
7-10 yearst | 











$43.40 i 517.25 
553.40 : mestici = 3-5 yeärst 


; A sit TalOyearst 
1,09400 { 4,271.00 463; : aussie’ 


“4,125.00. 740 $ 





1,248.00 . 1,276.00 380. a 
1,278.00 3-5 yearst 
oa ‘ Troyens 





9-5 yearst 














EFFECTIVE EXCHANGE RATES 


; ‘Weighted tor 1985 trade with the countries shown plus the US and Canada and 14 European countries. Figures are for the week ended 7 Nov. 
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UNIVERSITY OF QUEENSLAND 
< AND 
QUEENSLAND INSTITUTE OF MEDICAL RESEARCH 


TROPICAL HEALTH PROGRAM 


MASTER OF TROPICAL HEALTH 
1988 


_ This new Tropical Health Program focuses on the health status and 

“health care of people in Southeast Asia and the Western Pacific, 
nd emphasises. Primary Health Care and Interséctoral public 
saith action as ameans to achieve the goal of Health for All by the 
‘ear 2000. 

The next-Master in. Tropical Health (MTH) course will commence 
early in June 1988. The course is divided into two parts. A common 
core course, lasting six months, will be taught at the University of 
Queensland, Brisbane, Australia, and include the following: 

+ social, economic and behavioural sciences and health 

* the tropical environment and health 

* principles of epidemiology and health statistics 

* ‘the epidemiology, management and control of disease 

* ‘health services:and health programs including primary 
health care 


On successful completion of this course, students will participate 
ina field program lasting five months, which will involve research 
work in smalt teams, in a designated country other than the stu- 
i dent's own. 

Opportunities are also available for students to undertake a Ph.D. 


‘Qualifications for entry 
Successful applicants will have either a degree in health, be- 
avioural or related:sciences and a minimum of two years’ relevant 
‘ofessional experience: or a basic professional qualification and 
ive years’ professional experience that might be considered equi- 
valent to the former requirement. Proficiency in the English lan- 
guage is essential. 


Further information 

Further details of the course and application forms are available 
from: The Administrative Officer, Tropical Health Program, Medical 
Benoa, Herston Road, Herston, Brisbane, Qld. 4006 AUSTRALIA. 


s hould be submitted to the Administrative Officer no later than 1 


Bd. Forét/ Ch. dos Fontes 16 
1012 LAUSANNE 

{Lake of Geneva) Switzerland 
Telex: 24.661emc 

Tel.: 021/28 87 77 


“International boarding school for girls 


© Girls 12'to 20 years. Beautifully situated. Finest facilities 
for study and residence, tennis court, heated swimming- 
poot. 
„3O Comprehensive academic program in small classes. Of- 
ficial certificates and diplomas. : 
„9 Full American High School Program, Grades 8-12, CEEB 
_ (SAT; PSAT, ACH), TOEFL. Advanced Placement. Col- 
35 lege guidance. Excellent university acceptances. : 
`: © Secretarial and commercial courses in French or Eng- 
23. dish. Word plone a e ; 
Hee eg Stable activities: 


SPEND A YEAR IN HOLLAND 
__ AND 
EARN AN MBA 
_ Aunique MBA program with aikoi 
strategy and operations 


STARTING SEPTEMBER 12, 1988 


Focus: 


+ Industrial Policy and Strategy 
+ Strategic. Management and Enterprise Strategic 


Design 


+ Behavioural Implications of Strategy 
+ Management Information Systems 


Write or telex for more information to : 
The Head of the MBA Department, 
Netherlands International Institute for Management 


Ci 
RVB: 


P.O.Box 143 

2600 AC Delft 

The Netherlands 
Telex 38323 RVB NL 


The MBA degree is accredited by the Dutch Government 


OFF-CAMPUS DOCTORATE 


PROGRAMMES 


Britain's largest, non-residential 


independent university offers ` 
individualised degree programmes 


including Higher Doctorates ina 
wide range of subjects. 
For details contact: 


Somerset University. 
Independent 


minster 
Somerset TA19 080: -: 4 
England 


ng! 
Tet: (0460) 57255 
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NOTICE 





COPYRIGHT 
REPRINTS | 


The combined efforts of the Far 
Eastern. Economic Review's large 
and highly skilled editorial team 
have made it the premier source of 
information for those who.do busi- 
ness, or have ar interest, in or with 
Asia. 


As a testimony to. the coainlibiiicet S 
editorial quality, many Review ar- 
ticles have, over the years, been re- 
printed in newspapers, magazines, 
educational. textbooks, newslet- 
ters ete throughout the world. 


Should you as an editor, publisher 
or on behalf of an’ organisation, 


J- educational establishment ete 


wish to enquire about our reprint 
and copyright charges, please ad- 
dress your: correspondence to: 


“} Valerie MeGavin | 
Reseni 


reh/Promotions Manager 
Reprint Division. ý 
Far Eastern Economic Review 
GPO Box 160, Hong Kong 
Tel: 5-293123. Fax: 5-8656197 
Telex: 82804 REVMD BX : 


sap ety We welcome enquiries from allip- 
“Telex: 62497 REVADHX Jo Fo 


terested parties and assure you of 
dividual attention. 














APPOINTMENTS 





~ PROPERTY 


CONFUSED 
BY LONDON/UK PROPERTY ? | 
We are anindeperident consultancy established to provide a service for locat- 
“ing UK properties for those based in }Hong Kong or further afield. Ourservice 


ig tailored to bath your individual property needs, and to your own schedule. 
: Please call: 


a London 1-727 4360 (anytime) 


Heinen & Sons, the leading UK Estate A Ages andit you to buy-sell, let. 
A manage and arrange finance for your UK Bouse or flat. - 
call Philip Jackson on 5-8104838 or telex 61851 FPDHK HX 
[| ast mC Deas _ Hampton k Sons 


F pont 
ae J Drd floor Two Exchange Squane. Hong Kong- i a Aring Stet. London SWIA IRB Telex, 25341 
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l THE INDONESIAN 
CONSUMER 


o Elate 1p anyone with buthess 
interests in the Indonesian Con- 


MANAGEMENT / FINANCE 
CONSULTING-SERVICES 


snd Company i Trust / Foundation 
formation and Management 

~~. Trustee and fiduciary services 

— Project evaluation and 
implementation —— 

-— Allinternational transactions _ 

= Contract negotiations 

— Developing contracts with 





‘report 
price, ‘send a copy of this ad ani 
= F your business card to: 
:fyindonesia Residents: 
SURVEY RESEARCH INDONESIA 
P.O. Box 3020, Jakarta 10002 
indonesia 


-authorities banks, investors, etc: 


IBS; Bahnhofstrasse 100 
CH-8023 Zurich 
Phone 01/211-04-83 
Fax 01/211 7531 
“Telex 813884 


6 ge. 


All other countries: 

ASIA PACIFIC INFORMATION CORP. 
1303 C.C. Wu Building.” 

302-308. Hennessy Road 

Wanchai, Hong Kong 















GLOBAL 
BUSINESS SERVICE 
PHILIPPINES 
J Your partner in Manila for busi- 

ness address & office use, complete — 
f ; facilities for! businessmen. Centrally 


OFFSHORE ©. ; | 

















INCORPORATIONS LIMITED | 


I 

I 

l `Réady made companies | 
| available from all major | 
_. tax jurisdictions, swift, 

l efficient service; I 
| > competitive rates. | 
l Phone Hongkong ; i 

“5:212515, ° 
| 1x 65779 HKBC HX | 
Fax 8525- gonm 


Telex: 40590 JAMALCO , 
Fax: 522-36-63 






Do you want to reach 200,000. middie ang 
top level executives? 


For only US$328 you can in this space 
next week — but hurry! — 


Contact Hillary King 
_ HongKong (5) 293123, = 
Telex 62497 REVAD HX Fax: (5) 86561 97. 





















REGIONAL ADVISER 
ON ENERGY STATISTICS 


Regional Energy Development Programme, an ESCAP/ 
UNDP energy project is seeking an Energy Statistician/ 
Economist to advise Asian governments on development of 
- energy statistics, with emphasis on sectoral energy. demand 
analysis. Work experience in developing countries essentia 
Post based in Bangkok, requires extensive travel, open t 
both male and female candidates. One year appointment from 
January 1988, possibility extension for second year. - 
Apply ‘with C. V. and references by 15 December 1987 to 
Chief, Personnel Section, Division of Administration, ESCAP. 


United Nations Building, Rajadamnern ee, Bangkok 
10200, Thailand. 
































OVERSEAS POSITIONS 


Hundreds of top paying positions. avail- 
abie now, Tax free incomes. Many attrac- 
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agement, technical personnel etc. 
Free details. 

Overseas. Employment Services, Dept 
FE, PO Box 460, Town of Mount Royal, 
Quebec, Canada H3P 3C7: 
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Alt rain began to threaten at 
Tokyo’s venerable Korakuen Sta- 
dium. It was 30 October and we were 
mid-way through the third inning in the 
fifth game of the 38th annual (best-of- 
seven-game) Nippon Series, Japan’s 
equivalent of the US baseball World 
ries. 

A capacity crowd of 50,000 fans sat 
under a grey afternoon sky and watched 
as the home-team Yomiuri Giants — 
winners of the Central League pennant 
this year — were being pasted by the 
Pacific League champions, Seibu Lions. 

Some raincoats — Ladies 
prepared handkerchiefs to keep hairdos 
dry. Most fans just kept cheering wildly 
whenever their favourite team did 
something good, or the other team did 
badly, Weather be damned. In the end, 
the rain held off. The Giants lost 3-1. 

That is pretty much how baseball has 
been played at Korakuen Stadium for 
the past 50 years. More precisely, since 
11 September 1937, when 
two all-star teams (the Reds 
versus the Whites) were 
drawn from Japan's eight 
(now 12) professional ball 
clubs to launch Korakuen 
Stadium’s career as the na- 
tion’s most famous home to 

rofessional baseball. The 

eds were made up of the 
Giants, Hankyu, Nagoya and 
Eagles; the Whites, Tigers, 
Senators, Kinko and Lions. 
The Whites won, 2-1, 

What was different on 30 
October 1987 was that this 
battle was to be the last 
professional baseball game to 
be played at Korakuen. In 
November, the roar of bull- 
dozers will replace that of the 
crowds. Jackhammers will 
demolish the soaring “Jumbo Stands” — 
an upper deck finished in 1970 to add an 
extra 10,000 seats to the stadium. Gone 
will be the ear-splitting drums and trum- 
pets of generations of loyal outfield 
cheering sections. 

Gone also will be the rainy, windy, 
hot and cold (and sometimes very plea- 
sant) days and nights that more than 3.7 
million spectators each season spent in 
Korakuen’s narrow, mostly exposed-to- 
the-elements seats. 

For Korakuen Stadium is being re- 
placed by a domed stadium — which its 
owners claim will be the most advanced 
structure of its kind in the world, and 
Japan’s first. The name will change to 
Tokyo Dome — or Big Egg, as the PR 
men have dubbed it. The dome now 
looms as a grey, oval presence rising be- 
hind Korakuen’s home place. It is 
being built on the adjacent site of 
Korakuen’s defunct bicycle racing 
track, which closed when a socialist- 
backed governor of Tokyo banned bi- 
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cycle race gambling several years ago. 
By next spring, the ghost of Kora- 
kuen Stadium will glance up at Big Egg, 
most likely in the form of a parking lot. 
The monument built to mark where the 
Giants hero Sadaharu Oh’s Hank 
Aaron-record-breaking 756th home- 
run landed will be shunted into a 
museum. Only the placards will remain 
from Korakuen gates named after the 
two most famous Yomiuri Giants 
players, Oh and Nagashima. 
emories of Ducky Harris, an Ame- 
rican ballplayer named most valuable 
player in the first Korakuen game 50 
years ago, will fade. As will the little-re- 
membered fact that Korakuen was built 
to house a team named the Eagles (who 
were disbanded in 1943 during the war). 
The Giants, who are part of the Yomiuri 
newspaper group, have rented Kora- 
kuen since the beginning. And it is the 
Giants’ amazing fame — the team once 
won the Nippon Series nine years in a 
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row — that gave Korakuen Stadium a 
prominence rivalled only by Koshien, 
near Osaka, where the annual rites of 
Japan’s summer high school baseball 
tournament are held. 


odern Tokyo is by no means a 

mecca for those nostalgic about old 
buildings and historical sites. So, it 
should come as no surprise that a run- 
down, long-in-the-tooth ball park could 
fall victim to the economic reaper. In all 
fairness, Korakuen Stadium would have 
been enormously expensive to remodel, 
and the economic pressures on real es- 
tate in Tokyo are great. 

The land occupied by the stadium 
alone would sell for more than US$2 bil- 
lion, if calculated at the going rates for 
the neighbourhood, which is 10 minutes 
from the heart of Tokyo’s main business 
district. One railway line and two 
underground trains run by the site (once 
Imperial Army property) which covers 
135,000 m2 of leisure facilities (roller 







coasters, parachute rides and s@ch), 
shopping areas and health clubs. 

orakuen Co., a profit-conscious 
company listed on the Tokyo Stock Ex- 
change, would like to build a hotel com- 
plex and attract exhibitions and other 
events to the stadium site. It is con- 
strained by the Tokyo government's de- 
signation of the grounds as part of an 
emergency evacuation site in case of 
earthquakes. Hence the drive to make 
more money out of adome. 

But for baseball purists, perhaps the 
saddest fact is that Korakuen’s fate was, 
in the end, sealed by the one 
element most fans are willing 
to brave — the weather, or 
rather the frequent Tokyo 
rains that force games to be 
cancelled. 

As is normal, this past sea- 
son the two teams that now use 
Korakuen as home stadium — 
the Giants and Pacific League 
Nippon Ham — saw a com- 
bined 15 games rained out. 
That inconveniences fans, as 
well as the teams and stadium 
owners. Giants game tickets 
are hard to come by, unless 
one is willing to line up early in 
the morning when they are 
puton sale. 

Tokyo Dome will be can- 
cellation-proof. The owner 
can also raise the rent 
bit. Anyone with about ¥10 millic 
(US$72,727) will be able to use the 
Dome for a day — all year round. 

What will life in Tokyo Dome be 
like? The prospects make some fans un- 
happy, and some pleased. Tall and fat 
fans will be pleased by the new seats, 
which will be bigger. Smoking fans will 
be unhappy that smoking will only be al- 
lowed in the corridors (fire regulations 
in a dome are the same as for a movie 
theatre), but that will please non-smok- 
ers. 

The Tokyo Dome will also add such 
things as private rooms, where those 
who can afford it (mainly big com- 
panies) will be able to watch games. 
Spiritually at least, that makes the new 
place less egalitarian than Korakuen, 
where even the good seats were 
cramped. Korakuen Stadium was, after 
all, about professional baseball, and the 
fans who fervently cheered, and the 
memories they left behind. 

— Richard Hanson 
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ext time you stay in a 
hotel in Hong Kong... 
make certain its 

as spacious as this one. 





ith space such a premium in Hong Kong it’s amazing how the Park Lane 

Hotel does it. Not only are our guestrooms upto 30% larger than others 
in the same ue a but you can have king-size beds with feather-soft 

se pillows, three telephones, a room safe 

and a mini-bar. And because everything 
is SO spacious there's room for working 
ag Or the marble- topped desk; room for 
entertaining with a comfortable sofa, 
chair and coffee table and a simply 
luxurious marble bathroom. When 
you think there's a fabulous view as 
well, you'll be even more amazed. 













PARK LANE HOTEL 


HONG KONG 


310 Gloucester Road. Causeway Bay. Hong Kong 
Telephone 5-8900355 Telex 7534: 
Fax No: 5-767853 Cable: PARKLANE 
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The Tokyo Stock Exchange 


-Tokyo is very big, highly active... 

A comparison of the three 
lynchpins of the international 
capital market~Tokyo, New York 
and London — reveals that Tokyo 
has a good claim to be the largest. 
In. terms of market capitalization, 
the Tokyo Stock Exchange actual- 
ly overtook New York in April of 
this year. A major factor behind 
this development was of course 
the decline in the value of the 
dollar against the yen. However, 
also very significant was the 
massive impetus to the market 
provided by the public offering of 
shares by NTT in February, and 
underpinning the TSE’s vitality is 
a high level of liquidity coupled 
with strong investor confidence 
= in the fundamental health of 
_Japan’s economy. =- 





arket: 


Solid Growth, 
Bigger International Role 


Foreign participation is 
increasing... 

Dramatically. Combined pur- 
chases and sales of Japanese 
stocks by nonresidents in 1986 
were double the total for 1985. 
Stock price rises and the apprecia- 
tion of the yen encouraged a 
growing number of foreigners to 
widen their portfolios to include 
Japanese stocks, and they have 
profited accordingly. The sophis- 
ticated foreign investor under- 
stands that the relatively high 
cost of Japanese stocks as ex- 
pressed in terms of P/E ratios 
disguises the fact that prices 
actually reflect the real value of 
underlying assets rather than de- 
clared earnings. 

Transactions by nonresidents 
in the Tokyo Japanese bond OTC 
market increased by a remarkable 
67% in 1986 compared with the 
previous year. 








Foreign listings have leaped... 
During 1986, a record 31 foreign 
corporations had their shares list- 
ed on the Tokyo Stock Exchange. 
As of October 20, 1987, the num- 
ber of foreign listings stood at 68. 
These figures reflect the fact that 
for many overseas companies, 
listing on the TSE has become 
an essential element of an inter- 
national corporate strategy. 





The Tokyo Stock Exchange. Computer-Assisted Trading 
Room 


Share ownership is 
widespread... 

As of the end of March 1987 
the total number of individua 
investors owning one or more 
shares of listed companies 
throughout Japan stood at a 
record 17.63 million (by dupli- 
cated counting). This was a 1.35 
million, or 8.3%, increase over 
the number as of the end of 1986. 
Nevertheless, the market has 
become more professionalized: 
institutional holdings have in- 
creased for the last ten years, in 
terms of both number of shares 
and market value. Recently, with 
cash-rich institutional investors 
eager to invest in equities, this 
trend has become even more 
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End of May 1987 









Net 
Balance Pu rchases 


167.9 
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ourse: Nomura Research Institute (US$ Million) 
: “(not yet available from Tokyo Stock Exchange) 










Foreign Corporations Listed on TSE 



























Sponsoring 
Name of Company Date of Listing Securities Company 





_ Stock Trading Value __Year Ended December 1986 




















Brunswick = Feb. 4 Kangyo Kakumaru 
; Pacific ic Dunlop: Feb. 25 Nomura 
Tokyo O E pal ees 
ae vk Pharmacia 7 Feb. 26 
EO Tot Glaxo Holdings Jun. 17 
= London 140,974 aL 
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London J.P. Morgan Sept. 30 Nomura 
sool 1,000] 1,300| 2,000] Anheuser-Busch Oct. 6 PrN Nomura 
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0.9% 





Foreigners 125 === = 
5.3% 





US$2.364 
Billion 
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Non-life Insurance Compani 
Source: Tokyo Stock Exchange aney 
Note: AUS dolar figures represent translations of yen 
: amounts as supplied-by the TSE at the rate of USS1=¥150, 
: and are-given here for convenience only. 








Expert Guide to the Tokyo Market 


>NOMURA 


Nomura Internationa HonG Kono Limirep tei.) 20181~6 


THE NOMURA SECURITIES CO., LTD. 
Tokyo Head Office Tel: (03)2 11-181], 211-3811 








Pacific Basin Network: Hong Kong, Singapore, Jakarta, Bangkok, Kuala Lumpur, Beijing, S. ing Seoul, $ ) dney, Më 








Asia is home to more than half of mankind. Every day, 
events are happening here that not only shape the re- 
_ gion’s future but affect the entire world. The Asia 1988 
Yearbook does more than cover these events — it com- 
piles, analyses and interprets them. No businessman 
-can_afford to ignore them. Nor can any professional or 
_ scholar or anyone who has dealings with Asia. Decide 
_ for yourself whether any other single medium puts the 

economic, social and political realities of Asia at your 
fingertips as does the Asia Yearbook. 


_ Now In Its 29th Edition 

= The Asia 1988 Yearbook, now in its 29th year, is bigger 
and more comprehensive than ever before. Matching 
the rapid pace of Asian development, it goes into great- 
¿ver detail, with greater insight — a book which everyone 
who needs to know about Asia must have on the book- 
“shelf. 


Features 

The Asia 1988 Yearbook offers completely revised 
chapters — covering another historic year in Asia, and 
analysing US involvement in the region and you will also 
find familiar chapters and features as well: a portrait of 
-The Entire Region, The Power Game, Population & 
Food, Development Banks, Asian Finance, Asian In- 
vestment, Commodities, Energy, Aviation, Shipping, 
Fishing, Trade & Aid, the Pacific, Asian & Pacific Or- 
ganisations, a round-up of the year’s news stories, and 
much more. 


As in the past, the Asia 1988 Yearbook has an abun- 
-dance of charts, tables and graphics to illustrate the 
material, including a full military profile of each regional 
country. 


"The main body of the book contains chapters on 31 
countries, ranging from Afghanistan to Japan, from 
China to New Zealand. 


- Country-by-Country Analysis 

Each-country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
nd Infrastructure, complete. with a map and lists of 
ading public officials. The Asia 1988 Yearbook gives 
alised, first-hand information on everything from 
ential and population trends to foreign aid in- 


am Announcing The All New29th Edition 
| Wegive you Asia, 
minus the mystery, 
minus the myth: 
Asia 1988 Yearbook 


nd social and cultural landmarks. Each 2 e 































country chapter has a Databox giving essential vital 
statistics. And there is also a statistical round-up com- 
piled against a master questionnaire provided by Year- 
book experts. 


How We Did It 

Published by the Far Eastern Economic Review, the 
Asia 1988 Yearbook is the result of thousands of man- 
hours of work during the year. Every week, the Review’s 
correspondents file on-the-spot reports from every 
major Asian capital and every area of interest through- 
out the region. This leading team of writers, analysts, 
experts and research staff contribute (as they have reg- 
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Dedication and knowledge make our flight and cabin crew 
very special. 


At the Kuwait Airways Training Centre, pilots and flight 
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degree of proficiency. 
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The 
Giant Panda 
needs your help — 
to survive 


ONCE every eighty to a hundred years the 
bamboo forests in Ching’s Sichuan 
Province, burst into flower and then die off. And 
thats bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that’s just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites—all these 
factors and many more which threaten its 
survival. 


Recognition of the urgent need to solve i 
and other problems has resulted in a unique uiu 
historic partnership between WWF and the 
People’s Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves — Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished: 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered. animal.. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 


But WWF needs money — your money. 
Please send contributions to the WWF 
National Organisation. in your country or direct toc” 
WWF International, 1196 Gland, 


Switzerland.. ; 
ww WORLD WILDLIFE FUND 
WW acknowledges the donation of rhis spacey. ; 4 
Far Eastern Boonomic R: Review. i: 
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I learned of the participation of some 50 
foreign tourists in the recent Lhasa riots 


| with considerable outrage. But not 


exactly surprise. 
I've been a foreign tourist in Tibet 


| myself on three occasions since 1985. 


Each time, I met tourist after tourist 
who, in an interval of a few weeks at 
most, had become infatuated with a 


| kind of vicarious Tibetan nationalism. 


Sometimes it was because of one or two 
conversations with inevitably pro-West- 


ern English-speaking Tibetans (there | 
are many returnees from India now); | 
sometimes it was a rather thoughtless | 
extension of genuine awe for Tibetan | 


culture. But often enough it was some- 
thing much more sinister. Many a 
blond, blue-eyed “Tibetan” nationalist 
with a backpack was convinced that the 
Tibetans were nothing but a race of 
“noble savages,” doomed to the same 
kind of extinction at the hands of the 
Hans that native Americans have suf- 
fered at the hands of the West. 

Such hypocritical elegies are prema- 
ture, to say the least. But there can be 
no reasoning with these bigoted 
“saviours” of the Tibetan people. They 
do not care that there are fewer than 
100,000 Hans in Tibet and there were 
undoubtedly even fewer during the Cul- 
tural Revolution (actually, an anti-com- 
munist travel guide, the Lonely Planet 
Tibet Survival Kit, even admits that 
most of the damage was done by people 
who were ethnically Tibetan). 

They do not care that there is not a 
single Chinese “multi-national” co 
ration in Tibet pumping the area of its 
non-existent wealth. They don’t care 
that Tibet has never paid a fen in taxes 
and has on the contrary been richly sub- 
sidised for everything from education to 
industry to commerce. They don’t care 
that the people’s republic has waged a 
long, tough fight to modernise Tibet; in 
fact, they don’t care at all about the 
modernisation of Tibet, as they them- 
selves will tell you. They are beyond 


such arguments and mundane concerns;. 


somehow they have all become fanatical 
vicarious Buddhists and are ready to lay 
down other people’s lives to prove it. 
What is really behind all this born- 
again Buddhism on the part of foreign 
tourists to Tibet? Why do young West- 
erners who wouldn’t waste 5 minutes on 
a religious fanatic in their own country 
and live in horror of Khomeini in Iran 
suddenly become devoted (if somewhat 
patronising) followers of the Dalai 
Lama, a kind of super-Khomeini who 
m s for the days when every pebble 
tree in Tibet is his personal pro- 


ery It is not nepi ignorance, though 
H 3 


there is plenty of th: 
racism. Not just 


Han people (though L have.certainly 


eT ee eRe eer en | 




















heard enough tourists describe Hans as 
“animals,” meaning everything from 
their behaviour on buses to their alleged 
“occupation” of Tibet). 

It is a particularly sickening kind of 
patronisation of the Tibetan people, 
who they see as a simple, happy, care- 
free race of child-like savages, free from 
the cares of the modern world and most 
in need of advice on how to remain so. I 
know this kind of patronisation. It is the 
sort enjoyed by native Americans when 
the reservations were set up and by 
Black people in the US asa way of keep- 
ing them out of White schools and suc- 
cessful careers that would only make 
them unhappy. It is this kind of patron- 
isation which, in this world, is ultimately 
genocidal. There can be no better proof 
than the apparent willingness of large 
numbers of foreign tourists to bravely 
risk the lives of large numbers of Tibe- 
tan women and children in the name of 
the travellers’ new-found convictions. 

According to the REVIEW [15 Oct.], 
the mob used children to seize automa- 
tic weapons from policemen and set a 
car alight at the height of the violence. 
Of course, that is horrible, callous, cyni- 
cal manipulation. But there are plenty 
of foreign tourists who would use the 
whole of the Tibetan people to take out 
their petty anti-communism and nar- 
row-mindedness on China. Let Tibet 
forever remain closed to such cynical 











travelling “nationalists”! Or, better yet 
. . . let them come, let them leave their 
money in the autonomous region, and 
let them take their idiotic notions of an 
“independent” Tibet (hopelessly de- 
pendent on the West) with them when 
they leave. 


Canton David Kellogg 


Valuable insights 


The all-consuming nature of China 
Watching has led me to conclude that 
we practitioners of this mysterious art 
will never finally be in accord until we 
have resolved the fundamental issue in 
question: “How many communist 
cadres can dance on the head of a nee- 
dle?” It was, therefore, with consider- 
able pleasure that I read your commen- 
tary previewing the 13th congress 
of the Chinese Communist Party 
[TRAVELLER'S TALES, 15 Oct.]. It was 
a splendid piece, both for its simplicity 
and, may I say it, accuracy. It is so re- 
freshing occasionally to look up from 
one’s microscopic examination of the 
collective Chinese navel (known here as 
“Sino-Wanking”) to see the overall pic- 
ture painted with such economy and 
clarity. 

Thank you for the valuable insights. 
May they continue in TRAVELLER'S 
TALES. 


Canberra ‘China Watcher’ 











Congress protest 


To my knowledge, it was a total of 55 
members of US Congress rather than 39 
as was reported in the REVIEW [22 Oct.] 
who signed a letter condemning deten- 
tions without trial in Singapore. It 
would be interesting to find out if par- 
liamentarians in other countries have 
done likewise. A very polite letter 
signed by 14 members of the Japanese 
Diet drawing the Universal Declaration 
of Human Rights to the attention of 
Singapore’s prime minister has also 
been sent. 
Cambridge 


Scat splat 


In Foreigners to get more scats on TSE 
[BRIEFING, 29 Oct.], the terminology 
seems to express the “shafting of the 
bulls” in delicate terms but surely the 


Marc Lim 


| scats (being the excrements of animals) 


will descend equally upon all. 
Oxnard, California W. H. Schroeder 


New perspective 

John Arden may well be right to take 
me to task for quibbling [LETTERS, 15 
Oct.]. I also appreciate that he was writ- 
ing a general article linking past and 
present in Malaysia, not a full-blown 
analysis of the Emergency. Yet his arti- 
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“cle and his letter raise a broader issue. 
While much has been written on the 
Emergency, nearly all of it has been the 
work of those involved with, or closely 
connected to, the government’s cam- 
paign. Some of the writing, such as 
Harry Miller’s two books, are both 
readable and valuable, but in general 
they were based on incomplete informa- 
tion and viewed events from the govern- 
ment’s perspective. Arden appears 
happy to rely on these accounts and he 
may have every justification for doing 
$0. 
But surely now that we have a great 


from a variety of sources and the luxury 
of being able to piece all this evidence 
together, it is worthwhile double check- 
ing some of these interpretations. An- 
thony Short has begun this task in his 
impressive history of the Emergency en- 
titled The Communist Insurrection in 
Malaya 1948-50 — in which, interest- 
ingly enough, he concludes that the “in- 
surrection began at half-cock” — but he 
too tends to view the Emergency from 
the government's perspective. 

My own work on the Emergency, 
which relies on a number of collections 
of private pe documents in the Na- 
tional Archives of Malaysia, and files in 
the Public Records Office to which 
Short did not have access, takes rather a 
different tack. By taking a`cue from 








deal more information available to us | 





Gen. Gerald Templer’s argument that 
winning an for the government’s 
cause was the key to victory and review- 
ing with whom, if anyone, the sym- 
pathies of the various communities in 
Malaya lay over the course of the 
Emergency, it has been possible to reas- 


tions. The result of this work will be 
published next year under the title 
Hearts and Minds in Guerilla Warfare: 
The Malayan Emergency 1948-60, giv- 


a chance to compare the competing 
sides of the various arguments. 

Incidentally, C. C. Too, with whom I 
have discussed the point on at least two 
occasions and who probably knows 
more about the Malayan Communist 
Party than anyone else outside the party 
itself, doubts that Chin Peng, under any 
alias, made the trip to London in 1946 
for the Victory Parade. 
Toronto 


Misleading labels 


Your frequent articles on Sri Lanka are 
greatly appreciated. However, I believe 
your credibility is damaged by use of 
such labels as appeared in the 15 Oc- 
tober issue. 

Specifically, such words as “subver- 
sive” and “extremist” do little to illumi- 
nate the real character of the Janatha 





Richard Stubbs 





sess some of the standard interpreta- | 








| which exist today are in fact very similar © 
ing Arden and others who are interested | 



















































Vimukthi Peramuna (JVP). While I 
strongly disagree with JVP tactics and _ 
anti-Tamil rhetoric, it would seem im- 
portant for readers to understand why 
the JVP can pick up supporters in the | 
first place. Interviews with several ex- 
JVP members, who participated in the 
1971 insurgency but soon after breaking . 
with the party, have recently appeared 
in Colombo newspapers. 

It is noted that certain conditions 


to those of 1971. Most important is the 
high unemployment and underemploy- 
ment among rural educated youth — 
the open economy has not solved this 
basic lack of opportunity. Added to this 
are the more evident instances of con- 
spicuous consumption and corruption, 
especially in Colombo. 
Washington ‘A.W.’ 


Lonely furrow 


I read with dismay the article Artificial 
but natural [REVIEW, 5 Nov. ]. 
My mother’s ancestors were farmers _ 
for centuries in Shionomisaki, at the 
southernmost point of Honshu. Mem- 
bers of her family still live there. In the 
early 1970s, on a visit to my uncle, I was 
told that locals no longer grew vegeta- ` 
bles because it was a losing proposition. — 
For example, at that time a head of let- 
tuce cost about ¥60 (44 US cents) in- 
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less cost. = 


It is logical that we sho 


a : Ll. common business 
logic that we should offer the _ 
perfect equation of Value For — 
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Samsung training---A SURE THING! 


They say that creativity is 10% inspiration and 90% 
perspiration. 

Training...shaping up for the big game or the job 
at hand...also takes both. Samsung has put a lot of 
Peen : : effort into R&D to develop 
high-tech, state-of-the-art 
consumer electronics products 
that will give you 100% in total 
performance. 

In the vivid picture quality 





you'll get more than just what 
e7 meets the eye, and our audio 
systems will astound you with their rich, vital sound. 


of Samsung's color TV and VCRs, 


Samsung's dependable and affordable electronic home 
appliances have made fans all over the world. 

These are just some of the reasons why we were 
selected as suppliers 
of consumer 
electronics for the 
recent Asian Games 
and for the commu- 
nications network of the 1988 Seoul Olympic Games. 

So, GO SAMSUNG, and join the rest of our fans 
They know and you'll find out that, when it comes to 
high performance, Samsung is the name of the game. 


gua 
ase SAMSUNG 
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halcyon days!) yet farmers were | “ 


only offered ¥1. ‘Regretfully, they 
ploughed their crops under and turned 
_ to growing flowers in-hothouses. This at. 
Jeast provided a living. 
JAn ageing population in `Shio- 
misaki has put paid to the nur- 
ry business (very few young people. 
eft in the district and even fewer who 
want to farm). Fields are turning into 
bamboo thickets; the badger population | 
is growing by leaps and bounds and rav- 
ages the few fields the locals cultivate 
-for their own consumption. ° 































| In the opening sentence of her article A 
matter of opinion [19 Nov.] Emily Lau 
“wrote: “The Hongkong Government’s 
¿f report on its public-opinion gathering: 

| exercise on the development: of répre- 
‘sentative government says its finding is 

















“|, 1988.” She. then referred to this as a 
“conclusion.” a 










Lau was clearly referring to the re- 
ort of the independent Survey Office 
which was published on 4 November. 
Nowhere in the report did the Survey 
Office say what Lau has attributed to it, 
or draw any conclusion from the facts 
resented, This is an important point of 
ct which must be established.. 
ER . .» John Chan 
Deputy Chief Secretary 
The government of Singapore has been 
_-}. engaged in an international campaign to 
` justify its recent, detentions, without 
trial, of 22 persons unde r 
ISA. Although 16 detaine 











































_ yeleased, the government still holds six 
They are accused of “a Marxist 
- racy to: subvert the existin: 
political system in Singapore 
The Singapore Governn 
defensive in these cases, as 
- world-wide protest at its v 
ternational. law prohibiting 
without trial in circumstances: 
national emergency. = Bp 
: In response, Singapore . officials 
.. have argued that the risk of communist. 
“subversion entitles the -government 


evidence tö. secure criminal convictions 


the US Congress, Singapore Home Af- 
fairs Minister $. Jayakumar has as- 
serted that preventive detention “is a 
oh pied power underpinning our free- 
om.” — a BAE 
< One US-based diplomat from Singa- 
‘pore has gone so far as to accuse “West- 
tn and 












-that most: people do not want -direct 
‘elections to the Legislative Council in . 


gapore’s 
been. 


| the “subversive conspiracy.” It is un- 
clear whether the Singapore Govern- 















to act without waiting for sufficient | 


‘in court. Inan open letter to members of © 


Western-educated liberals” ofa: 


| 


| 





to stifle 
. agree. They observe that. the detainees 
openly pursued peaceful efforts to-en- | 
“courage social and political change and’ 
did not advocate violence. The govern- . 


Singapore 
Marxism. =s : 
The government has offered assur- 
ances that its.actions were not designed 
aceful dissent, but many dis- 






ment insists the detainees were plotting 


. subversion, but refuses to put’ its:| | 


charges to the test. 
' Singapore. officials have also: sug- 


‘gested that the arrests were justified 


because they were ordered by a demo- 


‘eratically elected government, and have 
‘ argued that it is for the electorate of 
. Singapore to judge the appropriateness 


of these actions. In his letter to mem- 


l bers of congress, Jayakumar writes that 
-Singapore’s electorate has in several 
elections “rejected those who stood for | 
the detainees and [has] endorsed the. 


government’s — position.” Similarly, 


: Singapore's Ambassador to ‘the US 


Tommy T. B. Koh has said that “[a]t 


‘the coming elections the people will de- 


cide whether this action was.to forestall 


“public disorders, violence and. turmoil 


or whether they should support the op- 
position, who claim it was to stifle dis- 
sent.” 

These comments — whether or-not 
they are accurate. — reflect a misun- 
derstanding about internationally rec- 


ognised human rights and the rule of. 


law. To suggest that abuses are justified 


because they are accepted or even en- 


dorsed by a majority of citizens is‘a 
striking departure from the most basic 
principles of justice. The world commu- 


‘nity has long recognised that certain’ 


fundamental freedoms cannot be de- 


‘nied, the “popularity” of a government 


notwithstanding. ; 

-o Finally, Jayakumar has cited a video- 
taped “confession” of one of the de- 
tainees, Vincent Cheng, as evidence of 


mentis aware how reliance on this 


| kind of evidence apes. the very prac- 
-tices of governments adhering to 
‘the philosophy imputed to the de-. 
_tainees. 


. Moreover, the videotape was highly 
edited and the prisoner was not given an 
opportunity to explain vague and am- 
biguous statements. As should not be 
surprising to anyone familiar with such 
“confessions,” we have received reports 
that detainees were subjected to several 
forms of mistreatment during mee, 
tion. These seem to have included 
threats, prolonged sleep deprivation, 
and slapping. 

In relatively short order, Singapore 
has transformed itself from a sleepy çol- 


onial outpost into- an up-to-date, 
-and economically successful: 


dynamic and fu 
modern state. Unfortunately, its treat- 











Singapo: c 
aware how much of 
doing: to their cor 
spond to political 
















“when they re- 
n in such an 














and consumer prod: 
. this trade, which is mass 
ous, is unknown. 
„ago, estimated 
legal retail trade 
calculated into 
be significantly 
known. Eom 
Literacy in: Burma ha! 
strong tradition. Nineteenth-century 
observers: wrote that. it was hi 
‘Burma than in any country in 
cépt Japan. pea the fact that lite 
was monastically oriented (and b 
literate related Josely to Buddhis 
















1 
c 
ality), literacy. among wom 
tensive, it was said in 1826. 
for British Burma in 1872 stated th 
“female education was a fact in Burm 
before Oxford was founded.” = 0." 
There were significant differences 
literacy rates between Burma pro 
(the. Burman population), and t 
minority states. In 1973, male liter 
the former was about 79%, fern 
‘acy.60%. In the Chin, K ands 
states male rates were less than 507 
female rates less than one-thi 
all, the 67% literacy rate for the na 
is normally given. ee 
The Burmese Go Tti 
out .a series of township. literacy 
paigns (32 by 1973), which it.c 
resulted in whole townships 
ed: completely literate. In 19% 
Unesco awarded Burma the Moham 
med Reza Pahlevi Prize for its literacy 
| efforts. vo : 
For Burma to denigrate its own im 
portant heritage and accomplishment 
is sad. If Burma reforms some of it 
economic policies to provide for a mor 
productive economy, increased. econo- 
mic assistance would certainly be jus- 
tified and important, but Burma first: 
_needs internal rethinking of many of i 
-economic policies. This is more impor 
-tant than a-formalistic approval of LDC 
S 
















































„mënt of dissenters suggests that its poli- 








Even though sneer a 
-Airport offers you some of the 
stest and most convenient _ 
connections in Asia, we know 
‘any transit stop costs you. 
~ time. We therefore go out of our 
< way to make your stay here as - 
Mleasurable and as useful as 
possible. By offering you the - 
choice of over 40 shops to buy a 
-wide range of items — from 
-souvenirs to jewellery, from 
ameras to candies at bargain 
r 9 restaurants serving 
delicacies to please every 
palate. Or a business centre, a 
‘nursery, and day rooms (6-hour 
rates). Of course we also 
balance the | 
pressures .- 
~ and hectic pace of jet-age 
travel with cool, calm and 
- courteous efficiency to. 
< help you get on with your 
journey. That’s how we treat all 
our 10 million visitors a year. 
































"he world has made it-clear it.can no longer tolerate the 
massive US budget or current-account deficits. Inevita- 
bly this will lead to:elimination of the US trade deficit. But |. poset . 
policymakers in East Asia — which will bear the brunt of the. [REGIONAL AFFAIRS | 
trade turnaround — have scarcely begun to realise the | TA m Tn T 
magnitude of the changes and have done nothing to pre- e: No basis CORSETS. ee 
pare for them. In the end, it always seems to be someone. | 
else’s problem. Deputy editor Philip Bowring, Washington 
orrespondent Nayan. Chanda and correspondents from 
around the region look at the scope of the problems facing 
the US and the impact that the probable US recession will 











































an trade. Page 97. 


anis unlikely to take a unified 

ndon the US military presence in 
Asia, despite Manila’s best efforts to 
„encourage its members to do so. 


Page 21 

| As detentions. rise above, 100 in the 
Malaysian security. crackdown, the 
queue for emigration. continues to 
grow. 


“fi 22 

|. President Ershad overcomes a politi- 

‘| eal crisis created by week-long violent 

| agitation by Bangladesh’s ‘Opposition 
~ parties. 
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: Recent street wiokénes in Manila indi- Aj 
cates the communist New People’s 


Page 24 | 





(Army is stepping up its 
‘areas. Meanwhile, the new. congress 
reconvenes, but has va to gain — 
confidence. i : 

“| Page 25 
A proposal.by senior Thai army lead- 


‘new. arrangements will destroy the 
party system and raise the military’s 
influence in mainstream pomics: 


Page 36 

‘The Armed Forces of the Philippines’ 
ability to carry out its most crucial task 
— fighting the communist insurgency 


— is under question as it contends- 


with equipment and training short- 








internal instability. 





comings as well as a reputation for 












“| ers and academics for a new electoral |: 
system irks MPs, who charge that the | 


“Page 89 
Japanese banks greet with scepti- 





Coverillustration by Morgan Chua. 





Page 57 

The end of the equity boom and the 
growing likelihood of recession are 
forcing investors to widen their 
search for value. WHERE TO PUT YOUR 
MONEY looks at some of their options 
— gold stocks, British gilts and Chi- 
nese ceramics — and offers a dam- 
age assessment for unit-trust holders. 


69 
Malaysia’s booming electrical ma- 
chinery and electronics ‘industry 
overtakes petroleum as the country’s 











Where to put your money: The tortoise overtakes the # 
exhausted hare 
Panning for gold and pie ratios . .. 
anda return to realty Toronto aac i 
en a a a SN E ERA 


biggest export earner. Tread carefully in the fickle art word 
’ Gilts offer short-term gains, k “term Wortes 
70 Hongkong hoping for a 


Bargains on offer in Chilean market 
Unitholders eer 
Go defensive on Tokyo stocks 
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AeA charged up in Kuala Lumpur 
Diplomatic cover in ip id 
Policies: Gatt’s spirit leveller in Tokyo 
Banking: Hongkong’s road to Britain 
Commodities: A test of their mettie in London 


Tokyo faces crucial decisions on 
trade liberalisation in the wake of Gatt 
rulings against Japanese quotas on 
farm imports and excise duties on li- 
quor. 


Page 72 

The Hongkong Bank gains a possible . 
escape route from Hongkong with the - 
purchase of a minority stake in Bri- 
tain’s Midland Bank. 


Page 76 

The Papua New Guinea Government 
stresses rural economic development 
and the reduction of social inequality 
in alargely unadventurous budget. 


Page 83 

A traditional, family-run Taiwan 
manufacturer turns to developing hi- 
tech products because of the rising 
NT dollar and shrinking overseas mar- 
kets. 

Page84 

Thailand, facing a sharp rise in fuel 
demand because of rapid economic 
growth, is urgently planning how best | 
to harness its oil and gas reserves. 


Cover story: Who pays he 
eas 






































cism the introduction of commercial 
paper on the Tokyo money market be- 
cause prota; are eet t to be small. 
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PNG leader 
Somare to step down 
Papua New Guinea (PNG) op- 
position leader Michael So- 
mare said on 17 November that 
he would step down from 
leadership of the Pangu Pati 
early next year and serve the 
rest of the current five-year 
omega ed term as a back- 

ncher. At the head of a 
Pangu government, Somare 
took the PNG to independence 
from Australia in 1975 and won 
the 1982 election. i 


Since narrowly losing 54-51 


to Paias Wingti in the vote to 
form a government after the 
mid-year elections, Somare 
has seen his supporters iñ 
the national parliament 
dwindle. His heir-apparent in 
Pangu, former foreign minister 
Rabbie Namaliu, had been 
pushing for his retirement. 

— Hamish McD 


epore Second Minister 
for Defence Lee Hsien Loong 
announced that a new military 
academy would be built on 50 
ha of land in Jurong to house all 
armed forces cadets as well as 
advanced training and staff col- 
leges. Lee, who rose -to the 
rank of brigadier-general in his 
own 10 years of active army 
service before entering politics 
in 1984, said the Defence 
Ministry had long felt the need 
for an “architecturally distinc- 
tive’ campus like West Point or 
Sandhurst. It would help incul- 


) cate military and. leadership 


valués, which would be rein- 


| forced as officers returned for 


Pi 
ad 
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senior courses dùring their 
career, No cost was j 
~— Hamish McDonald 


South Korea to curb- 


_ South Korean police have 
| warned they will take tougher 


measures to head off the sort of 
violence which has disrupted 
rallies by o ition presiden- 
tial candidates Kim Young 
Sam and Kim Dae Jung in 
the rival regional capitals of 
Kwangju and Taegu on 14-15 
November. The deep-seated 
animosity which exists between 


gion and neighbouring 
as become a wore as 
of the ca n 


olla 
ct 
a’s 


Kwangju, Kim Young Sam was 


forced to cut short his speech 


SESS OT ene a 


‘support of a pi 


the southeast Kyongsang re- 


tin cans and eggs, while Kim 

Dae Jung came under similar 

attack in Kyongsang’s Taegu. 
—John Mc 


to support 

aaah AO 

per a seven-hour stopover 
at Tokyo’s Narita Airport in 


early November, Indonesian 
Foreign Minister Mochtar Ku- 
sumaatmadja reached agree- 
ment 


with assistant vice- 





minister for foreign affairs, 
Shoichi Kuriyama, on Japan's 
for 
an international reconstruction 
fund for Indochina. Japan’s 
contribution will be between 
¥ 15 billion (US$110.5 million) 
and ¥20 billion a year. 

Japan is keen that other 
countries participate to avoid 
accusations that it is merely 
promoting its own trade deve- 
opment strategy. France has 
already agreed to join the fund. 
Mochtar said other Asean 
members have agreed in princi- 
ple to the fund, but only after 
settlement of the Cambodian 
conflict. 

Meanwhile, Japan recently 
finalised its official stand on In- 
dochina, and Prime Minister 
Noboru Takeshita will make a 
statement at the Asean sum- 
mit. The Japanese position is to 
= a Mochtar’s efforts to 
find a solution to Cambodia 
which would involve talks be- 
tween all factions in the con- 
flict. — Michael Vatikiotis 


Thailand to buy 

more F16. 

After successfully negotiating 
better payment terms, the 
‘Royal Thai Air Force is set 
to order six more US-made 
F16 jet fighters. The new 


purchase will be in addition toa 
-previous order for 12 aircraft of 


the same model, the delivery of 
which will begin in late 1989, 
-© —Paisal Sricharatchanya 


when he was pelted with rocks, 


91 at its 


Va bee a gny 


Bell Group sells off 
BHP stock 
obert Holmes à Court’s Bell 
Group has raised A$206 mil- 
lion (US$141.3 million) by sell- 
ing central Perth properties to 
the State Government Insur- 
ance Commission (SGIC) of 
Western Australia. The SGIC 
also paid subsidiary Bell 
Resources A$272 million for 
2.5% of the capital of resources 
P Broken Hill Proprietary 
- (BHP). Besides yielding 
an A$47 million profit on the 
property (offset by a small loss 
on the BHP shares), the sale 
has eased concerns about a 
liquidity squeeze. 

— Hamish McDonald 


Thai 
domestic line merge 
The Thai Council of Economic 
Ministers approved a plan to 
merge Thai Airways Interna- 
tional (THAI) with domestic 
carrier Thai Airways Co. 
(TAC) within four months. All 
of TAC’s assets and liabilities 
will be transferred to THAI, 
with Voranat Apichari, Royal 
Thai Air Force commander 
and current chairman of both 
TAC and THAI, remaining as 
chairman. The combined fleet 
of the merged company will 
have 42 aircraft, and domestic- 
route rights will be transferred 
from TAC to THAI. 

— Paul Handley 


South Korean steel 
firm sets 
South Korea’s = government- 
owned Pohang Iron and Steel 
Co. (POSCO) has set a Won 
1.8 trillion (US$2.3 billion) ex- 
pansion poene for 1989- 
wangyang steel mill. 

The plan will add another 2.7 
million tonnes to POSCO’s an- 
nual crude-steel capacity, ef- 
fectively tripling it (an earlier 
expansion plan now under way 
is to be finished in October 
1988). When completed it will, 
according to POSCO officials, 
make South Korea the world’s 
No. 6steel-maker. 

— Mark Clifford 


Troubled NZ group 
reaches 


Former Judge Corp. chairman 
Bruce Judge said in an inter- 
view that the New Zealand- 
based group had reached some 
agreements that “will show a 
surplus” — but he declined to 
give details. Judge resigned 


BUSINESS 





after a rescue task force was 
sent into the firm — which 
occurred when falling share 
values reduced assets below 
liabilities. Speculation about 
the agreements centres on con- 
version of debts into equity, 
and cash borrowings from sub- 
sidiary Kupe Group. Judge was 
sacked from the board of 
associated company Renouf 
Corp., but was re-elected 
chairman of his Australian in- 
vestment company, Ariadne, on 
17 November. — Colin James 


India eases rules 

on loans for stocks 

India’s central bank will allow 
the nationalised commercial 
banks to lend up to Rs 300,000 | 
(US$23,077) each to individu- 
als for secondary-market stock 
purchases. In the past, loans 
were available to individuals 
only for rights and new-share 
issues or personal contingen- 
cies. Since the collapse of the 
1985-86 equity boom, India’s 
secondary share markets have 
been dominated by govern- 
ment-controlled financial in- 
— Lincoln Kaye 
Sri Lanka budget, 

reforms announced 

Sri Lanka Finance Minister 
Ronnie de Mel said on 17 
November that the budget def- 
icit for calendar 1988 would be 
Rs 36.2 billion (US$1.2 bil- 
lion), with revenues of Rs 49.3 
billion and expenditure of Rs 
85.4 billion. De Mel an- 
nounced several measures, in- 
cluding cuts in personal-in- 
come, wealth, unit-trust and 
mutual-fund tax rates; simplifi- 
cation of the tariff structure 
and cuts or abolition of taxes 
on various exports, and plans 
to privatise some state-owned 
firms, many of which are in 
such industries as steel, textiles 
or oil. 


Japan brokers see 


Japan's “Big Four” brokerages 
have forecast little change in 
their performances during the 
current fiscal year (which 
began on | October), despite 
the world equity crash, assum- 
ing daily Tokyo Stock Ex- 
change volume remains at 
about ¥880 billion (US$6.5 bil- 
lion). ‘The four posted sharp 
gains in their 1986-87 uncon- 
solidated net incomes: 55.1% 
at Nomura, 43.5% at Daiwa, 
54.3% at Yamaichi and 50% at 
Nikko. Yamaichi and Nikko 
reported losses on bond trad- 
ing. Correspondent 
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_ losers in the futures game, who cost 
- the government-backed rescue fund 
| some HK$1.8 billior 230 

A million) when thi 
2 and their broke we 
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der; remain 





















| suspicions of cov 
| deals for big names while si 
| punters go to the wall. So far, the 

-governments promise to limit 
o publie funds by pursuing 





r TERRORISM CLASS 
| Inthe wake of the 28 October killings 
of US servicemen at Clark Air Field - 

_ inthe Philippines, , visiting US 
| counter-terrorism experts have been 
giving four-hour briefings to selected 
; groups of US Government personnel 
working in Manila. The experts 
|- include a former New York 7 
ice officer. 


| EBEL PORTFOLIO 
| Philippine President Corazon. 
|. Aquino’s office is planning to add se ; 
_ new portfolio to her cabinet asu 
| counter-insurgency iki 
new departments: whic is Eee to be 








- Proponents of a more systematic 





announced before Christmas, will 
take overall responsibility for 
counter-insurgency strategy and 
Operations against the Communist 


year-old revolutionary war. 


approach against the militant Left 
complain that counter-insurgency has 
| suffered from a lack of administrative 
‘direction, with varying 
responsibilities spread amongthe . 
departments of national defence, 
agrarian reform, agriculture, social 
services, education and others. 


FINGER POWER 
Although South 
Korea’s 
opposition 
Reunification 
Democratic Party 
(RDP) was at. 
first apparently 
unaware of the 
Kim Young Sao logò: Western 
connotation, its presidential 
campaign logo (pictured) was a clever 
marriage between “Right on!” and 
the literal translation of Kim Young 
Sam’s name — the forefinger and the 
thumb representing a zero, or 
“Young” in Korean, and the other 
fingers representing “Sam, ” or three 
under the Chinese counting system. 
‘But now that arch-rival Kim Dae Jung 
“js officially No. 3 on the ballot paper, 
the RDP candidate most recently 


— 
















seems to obe pee ing more towards 

making the“ 

two fingers denoting 
will be No. 2 on th 

| Party of the Philippines’ nearly 20- | -o 


The Cook Committee at the anik i or 
International Settlements in Basle is 
likely to delay an announcement on ` 

global guidelines for commercial 
banks’ capital adequacy ratios unt 
next year. The reason is that the US 
reported to have softened its st: 
on the extent to which Japanese 
banks’ hidden assets should be 
inchided i in estimates ofp: 


said to have occurred after 59 
-Japanese institutions purchased 
.US$350 million worth of sec 
issued. by Bank of America 
) October. 


| ROCKETING UP i 
‘The rising stars in the Chinese ` £ 
Communist Party's politburo include 
‘not only the adopted son of the late _ 
‘| premier Zhou Enlai — Li Peng — but 
another. Li whoislikeasonto — ~ 
elder statesman Deng Xiaoping. Li 
Tieyiog, who was elected tothe. 
| centra 
son of Deng's first wife, who was ha 


Weihan. As with Li Peng, Li 
| also grew. up calling se senior. party a 
leaders.“ uncle:” $ ws 


tory sign, the 
fact that he 








capital, a move resisted by the 
ngland. The US rod oy He 





committee only in 1985, is | 


Korean, by her ‘second husband, Li 
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Police detained oppos on kaden aftera 
| general strike was called Dha 

| against. people. being kil 
- $trations the previous 
ters killed one. pol 
while paramilitary poli 
testers in continuing a ri i 

{Dhaka (72 Nov.). O ion parties ex- 
‘tended by two days the general strike aimed 
at ousting President H. M Ershad u 7Nov.). 


aae dSul 

runei’s main eppothion rty urged Sul- 
-tan Sir Muda Hassanal onpa to step down 
as prime minister and call a general election 
| (12 Nov.). . 


CHINA 

Lu Lin, a dissident who was active in Pé- 
king’s Democracy Wall movement, ‘was 
freed after a six-year jail term (75 Nov.). 


‘HONGKONG 
_ About 700 people held a rally in the Cen- 
tral sistrict calling for direct elections next 
/ year (15 Nov.). 


|... Chinaand India began the latest round of 


g demon- 














talks on their disputed border and wider dip- 
lomatic questions in New Delhi.. Security 
forces shot dead a leading Sikh rebel and 
three of his comrades hours after he escaped. 
from custody (14 Nov.). The government 
_ took over the New Delhi offices of the Indian 
` Express newspaper, the government's bit- 
terest critic (13 Nov.). Tibetan. demon- 
stratérs burned ‘Chinese flags and clashed 
with police in protest against the renewed 
border talks (/6 Nov. )- 


l 

Students staged a protest in front of par- 
liament over the military's handling of a 
bloody riot in Sulawesi last month (16 Nov.). 


JAPAN i 

Soviet Vice-Foreign Minister Igor Ro- 
achev arrived with a delegation on an of- 
ficial visit (75 Nov.). 


MALAYSIA .. 

A leading women’s rights advocate was 
Now) under the Internal Security Act (14 
Nov : 


PHILIPPINES 


“Rightwing opponents of President Cora? | 
zon Ae announced that they i had joined | 





z cial of the outlawed Comi 
“-bels shot dead a. mappa naval officer (6 


 SOUTHKOREA _ 


SRILANKA 








forces under one. party to challenge her rul 
ing coalition in local elections next Januar 
(14 Noy.). The second-highest merie, ( 

of 








art 
Philippines was arrested km no 
Manila (15 Nov.): Suspected communist 


‘Nov.). 


Leading dissident Kim Dae Tung laune 
ed a new party and won a unanimous nom 
nation to bid for the presidency (12 Nov: 
Presidential candidate Kim . Young Sam 
was forced to flee when protesters’ hurl 
ing stones, bottles and rocks stormed the dais 
as he tried to address a campaign rally in 
Kwangju (74 Nov.). 


At least 27 pete were e killed i in: clashes. 
between protesting students and police and 
in Tamil terrorist attacks nine under au ). Tamil 


trict after Indian troops arrested at least 500: 
Tamil rebel suspects there (74 Nov.). Indian 
troops killed. 27 Tamil aoe ina pastes in vihe, 
east o 5 Nor) ; ; 









































































Asean unlikely to take joint stand on US military presence 


No basis for consensus 


By Hamish McDonald in Singapore 
| n raising the idea of Asean tak- 

ing a position on US military 
bases in the Philippines, Manila 
has stirred up an old issue on 
which individual governments 
never at any stage seemed likely 
to budge from long-standing po- 
sitions. Yet more than in previ- 
ous years, there appears less cer- 
tainty about the long-term US 
| strategic role in the region 
among Asean leaders, and un- 
| easiness about Japan’s future 

_ Orientation. f 
| ion among Asean coun- 

_ | tries which Philippine Foreign 
Secretary Raul Manglapus visit- 
ed, in preparation for the region- 

_ al groupings mid-December 
summit meeting in Manila, has 

| been predictable. Thailand has 

| been mildly supportive of re- 
| taining the bases, Malaysia op- 

| posed to them and Singapore, 

_ while openly acknowledging that Clark 
Air Base and Subic Bay Naval Base have 
regional importance, virtually advised 

| Manglapus to drop any idea of an Asean 
‘consensus statement. 

“We would consider such a state- 
ment,” Singapore Prime Minister Lee 
Kuan Yew said at a conference held by 
the International Herald Tribune news- 
paper in Singapore. “We hope the state- 
ment would be useful. But if you want 

- consensus . . . it may be so watered- 


| Strutting their stuff 


down that it may not be as powerful as 
if you had everybody say just how 
strongly he felt about it. And five differ- 
ent voices at different pitches is better 
than five muted voices. You know the 
problem. We all do.” 

Three days before his 16 November 
call on Jakarta, Manglapus was already 
backing off from the idea, denying that 
he had been nee on a joint state- 
ment but was merely trying to gauge 
Asean feelings about the bases. On 14 


Lee Hsien Loong and Anwar Ibrahim talk of leadership 


ae G ineepore is leaving as little as possi- 

| Sw ble to chance in its selection of a new 
leader, as the subject increasingly 
comes up with the approach of general 
elections next year and the 65th birth- 
day next September of Prime Minister 
Lee Kuan Yew, a time when Lee has 
said he will consider retirement after 
nearly 30 years in power. 

The problem — as defined by one of 
the best-positioned candidates, Trade 
and Industry Minister Lee Hsien 
Loong, 35, who happens to be Lee’s el- 
dest son — is matching merit with popu- 
| larity. Singapore cannot afford the “lux- 

_ury” of risking a weak, incompetent 
| government elected by a fickle swing of 
| electorate mood or “freak” result. Nor, 

_ | given competing careers for the ablest, 
-~ į could it adopt a laissez-faire approach 


and wait for leaders to come forward. 

The solution seen by the ruling Peo- 
ple’s Action Party (PAP) is for it to in- 
duct the best and brightest into politics, 
and to build up the bonds between them 
and the population at large. Contending 
channels are allowed, but speaking to a 
conference held by the /nternational 
Herald Tribune newspaper on 
November, the younger Lee made it 
plain he considered this a waste of time 
and talent. It was highly unlikely Singa- 
pore could develop an opposition of 
equal ability and size waiting “in the 
wings.” 

“It has not happened. It could have 
happened. What stopped it?” Lee said. 
“What stopped it was the narrowness of 
the range of choices which were avail- 
able in this country and paucity of the 


November, Indonesian Foreign 
Minister Mochtar Kusumaat- 
madja said Asean should not be 
involved because it was “by na- 
ture a bilateral matter.” In a 
prepared statement, Jakarta 
said the bases were covered by a 
section of the 1967 Bangkok 
Declaration — which set up 
Asean — that all foreign bases 
were temporary and subject 
only to the approval of the host 
country. 

Indonesian membership in 
the non-aligned movement, its 
independence ideology, its 
more open views on the Soviet 
bloc and its support for the non- 
military character of Asean 
have been the reasons for 
Jakarta's stand. Speaking at the 
same conference as Lee, Jusuf 
Wanandi of. Jakarta’s Centre 
for Strategic and International 

Studies said that though some Asean 
members might.not endorse the bases 
openly, all agreed that there should be a 
US presence in the region. In an inter- 
view with the mass circulation Indone- 
sian newspaper Kompas, Wanandi even 
questioned the wisdom of Jakarta cling- 
ing to historical positions, which he 
suggested would precipitate a US with- 
drawal from the region and encour- 
age other powers to fill the va- 
cuum. 


talent which we have. There are not so 
many fundamental routes to progress 
and security for Singapore that reason- 
able men can disagree as to whether it 
should be communism or a democracy, 
or whether it should be a command 
economy or a free market economy.” 
Lee agreed with a questioner that 
with better education levels and more 
foreign exposure, Singaporeans would 
become more independent-thinking 
people. Speaking earlier to the same 
meeting, Prime Minister Lee also 
pointed to younger people in Singapore 
and neighbouring countries accepting 
the “good life” as their due, in contrast 
to older people who saw anything as an 
improvement on earlier hardship. Al- 
though better education made people 
appreciate what built prosperity, these 
high expectations would make leader- 
ship in Southeast Asia more difficult. 
Lee Hsien Loong said that while op- 
position was legal and the political sys- 
tem open, “our approach [to critics] is, 





at 


_ On 17 November, Manglapus told 

President Suharto that Manila did not 
expect the other Asean members to 
take any formal position on the 
bases. 

Asked whether alternatives existed 
to Clark and Subic, Lee said “the simple 
answer is that the Americans know 
there are no alternative bases within the 
Asean countries that are comparable to 
those in the Philippines. There could be 
subsidiary facilities to make up for 
major facilities, which must move 
perhaps as far back as the Marianas.” 


S Ambassador to Indonesia Paul 

Wolfowitz said regional leaders had 
to recognise the physical reality that 
10,000 miles of ocean lay between them 
and the US and the political reality that 
the tendency of American politics was 
isolationism — carried into A at i in the 
1930s, the 1950s and the 1970s. 

*. . . American involvement should 
not be taken for granted as something 
that will simply be forced on unwilling 
partners,” he said. “American thinking 
about what our role should be will 
inevitably be affected by consensus 
among our friends in the region. If too 
many of our friends were to follow the 
example of New Zealand in departing 
from that consensus, it could affect the 
political will of Americans as well.” 

In wide-ranging remarks, Lee also 
pondered the impact on Japan of a US 
/pull-back. Since World War II, Japan 

ad found an outlet for its dynamism 
through trade and had not had to con- 
sider the “traditional method” of gain- 
ing markets by territorial expansion. 
“And it could be disastrous if the Japan- 
ese decided that their economic-secu- 
rity relationship with the US was no 
longer valid and that they must build up 
their own defence.” Likewise, a rupture 
caused by economic depression could 


let us absorb you and have the benefit of 
your ideals and your ideas, to work 
within the party and the nation.” The 
PAP would not hold all the seats in par- 
liament, and could make mistakes 
“either in policies, or worse, in the 
choice of individuals, in which case we 
bring in someone who looks good but 
turns oul to be a worm.” 

The present PAP leadership team, in 
which Prime Minister Lee and two other 
ministers are the sole remaining inde- 
pendence-generation members, was 
“the best possible one.” They worked 
together cohesively, without rival fac- 
tions. “When the prime minister retires, 
the choice of a new prime minister will 
be reached by consensus,” Lee Hsien 
Loong said. “The structure is clear and a 
spectacular leadership contest is highly 
unlikely. There is too much at stake for 
the choice of prime minister to be deter- 
mined by personal ambitions and rival- 
ries. 

In fundamental convictions and ap- 


Collective responsibility 


t was at a a conference on mili 
pitele peo 


bases in Southeast Asia in early 


, just before he was appointed pine foreign 


then senator Raul M 
su for US bases in his coun 
quoted at | 


secretary, that 
pus launched his campaign to win Asean’s explicit 
from a US Information Service pamphlet 


pus 

which he said revealed that the objective of US bases in the Philip was 
not to defend aag wed yes and democracy but to defend all of 
Southeast Asia. The are where they are because other countries do not 


want them on their soil. 
He said: “The Phili 


must make its own decision before 1991 on a 


ppines 
fi military presence that is there not for herself but for Southeast Asia. 


This 


e will polarise our country . . 


. If the Philippines is left alone in the 


middle of an Asean ambivalence to carry the burden of military relations with 


the US, will 


“It is time for the region to face the 


the American 


then Asean now 


plague it and eventually the whole of Asean. 
question — does the region subscribe to 
Sew age ay agg 
adopt bases collectively, even as it seriously 
of neutrality. At the least, all nations of 


? If it does, 


Asean 
for the American 


of Asean should join the Philippines in asking the 


island positions.” 


bring to an end “the world that we have 
assumed,” he said. 

“I think the most terrifying te 
for.me is a fundamental shift in the be- 
lief of the Japanese that the world that 
they have known since 1945 is at an end 
and that they either have to grow them- 
selves or depend on themselves or align 
themselves . . . or come to some under- 
standing with either China, the Soviet 
Union or with both. Then you have a 
different player in the field. There is 
another joker in the pack. 

“But it is very real. If one hears the 
visceral American and, to a lesser ex- 
tent, European attitudes towards the 
Japanese, I would take note of what I 


proach to problems, the new leaders 
would be like the old. “Problems do not 
change just because leaders have re- 
tired,” Prime Minister Lee said. “. . . but 
the new leaders will be most successful if 
they are themselves, rather than if they 
try to be their predecessors. The new 
leadership will mature in step with the 
new electorate. They must win the a 
proval of a new electorate, not of the old 
leadership.” 

Neither of the Lees gave any clue to 
the precise timing of the hand-over, or 
who would take charge. The increased 
chance of an economic downturn in late 
1988, when the elections are due, has 
raised conjecture that Lee may stay 
longer in office. The front-runner. as 
successor is still widely seen as Deputy 
Prime Minister Goh Chok Tong, who 
has a longer political track record than 
Lee Hsien Loong and who some see as a 
little more liberal. Both have un- 
doubted academic and administrative 
merit, but are working hard on their 


consider to be an underlying suspicion, 
[a] hostility to long-term trends of the Ja- 

anese emerging as the world’s banker, 
ender of last resort, probably the most 
technologically advanced nation in the 
world. .. 

“If you talk to people like [Japanese 
Finance Minister Kiichi] Miyazawa, 
who’ can converse directly in English 
without an interpreter, I think nothing 
will change his view that this is a funda- 
mental relationship. Japan must not be 
armed and, somehow things will be 
worked out. [As tor] they Japanese 
who have not been through the last war 
and whose basic attitudes have not been 
tested, I don’t know.” oO 
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sputan by “meeting the people.” 

Lee’s “top-down” political scheme 
was in marked contrast to the picture of 
Malaysian politics drawn by another 


4 young man seen by many as a potential 


rime minister, Malaysian Education 
inister Anwar Ibrahim, who spoke at 
same conference on the same topic of 


j “Managing transition in political leader- 


ship.” A former Islamic youth activist 
‘detained under the Internal Security 


-| -Act (ISA) in 1974, Anwar queried the 


need for management: “The best way to 


~ manage the question of political succes- 


sion is not to over-manage it. The wis- 
dom lies in giving it a small and prefera- 


bly quiet nudge here and there, but |. 


in leaving it essentially to an in- 


; stitutionalised system or orderly and 
legitimate change.” 


That system required democracy, 
the rule of law, a political culture that 


|" values moderation, compromise and in- 


tegrity, and “processes and practices” 
that (among other things) equip leaders 
“for the successful discharge of high of- 
‘fice and the rough-and-tumble of low 
competitive politics.” Where Lee was 





| careful not to drop a hint of personal 
_ | ambition, Anwar joked with the audi- 
| ence about his own scarcely concealed 
| hopes for the leadership. 


Anwar said the dominant United 
Malays National Organisation was de- 
veloping a more assertive grassroots 


membership as the party leadership lost. 
A overtone of immediate | 
| post- sabr g when then prime 


the “feudal” 
minister Tunku Abdul Rahman was 
both a politician and traditional prince. 
Prime Minister Datuk Seri Mahathir 


Mohamad was the “most liberal” leader 
| -in 30 years, he said. Until the recent ar- 
- rests of about 100 people, Malaysia had 
only 30 people in detention under the 
| ISA, compared with 2,000 in 1981. With f 
the recent tension, the government had 


no choice but to act to “get everybody, 
especially politicians, to shut up. Later, 


- when things cool off, I think after some | 
- time, we will be back to square one,” 
Anwar said. McDonald 


— Hamish 
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Beating the retreat = 
Britain and China discuss the shat of the guan 


By Emily Lau in Hongkong 
T he Chinese and the British governments have agreed that People’s Libera- ; 


will not interfere with the internal of the future 
enone ra Aaaa Eaa GAR) mis iak Sa. 
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declaration states es that defence of the SAR will be the nsibi- 
oat Shet fhe BAHS ppforamen wel ko for 
stationed in re not interfere in the in- 
oniani Cahsos Nadir ing said in 


Deng 
ofthe declaration, 
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Cile Given ernment agreed to a London 
force so that it could take over some 
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on the formation of the first SAR government, 





was maroon 
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by P. Pisa, Spek down the structure of the SAR govern- 

ment and will not say will be in government. However, he did not rule out 

the the ; | t of senior officials before 1997, 
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with IBM 
support.” 


— Cl. Choo 
Planning Director 

Dong Won Eleetronies Co.. Ltd. 
Seoul, Korea 











‘CL Choo lives 10 years in the future. As 
planning director for Dong Won 
_ Electronics Company, manufacturer of 
Sherwood" stereo and hi-fi products, it’s 
- his job to identif y trends, track new 
- technology and spot opportunities to keep 
Dong Won at the leading edge of an 
` ever-changing business. 


“IBM's reaction is very 

fast. Even when we have 

difficult problems, we 

discuss them together and 
_find solutions.” 


A few years ago, Choo had a feeling that 
market forces were paving the way for 
unprecedented growth in the Korean 
electronics industry. He wanted his 
company to be ready — he wanted Dong 
Won to computerise. When he looked for 
er company that offered the 
and expertise he needed 

to make the most A hi opportunity, 








o he found IBM. 


Choo was right about the market. Dong 
Won’s total revenue has more than 
quadrupled in the last five years. He was 
also right about IBM. Standardising 
inventory control and production 


We’re not in the computer business 
We're in the results business 


“The support of the — 
company is more importa. 
than the price or the 
machine. That's why 1 


decided to buy IBM.” ee 





management under IBM’s sien 
plan, Dong Won has doubled productivi 


and cut per-unit production cost. ao 


“IBM has hinged the ı wa 
our employees think. Ou 
working quality is higher ; 
now — we have greater 
potential.” 





Still looking for opportunities: to push — 
Dong Won “ahead, Choo has recommencdec 
a move to computer-aided design to 
improve overall quality and speed _ 

new- product introductions. IBMs __ 
helping integrate this function into Don 
Won’s existing system — it will make the | 
manufacturer a stronger international 
competitor and boost its export business. — 
Choo believes IBM’s partnership is taking 
Dong Won into areas essential for long- _ 
term growth. He’s been right before. 





*Licensed by Sherwood Electronic Laboratories Ine. Ut 
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Westin Hotels in Asia: 

Hong Kong, The Shangri-La - Manila, The Westin Philippine Plaza - 
Pusan, The Westin Chosun Beach - Seoul, The Westin Chosun - 
Singapore, The Westin Stamford - Singapore, The Westin Plaza + 

Tokyo, The Akasaka Prince + Tokyo, The Tokyo Prince * 

For reservations, call the Westin Hotel in your city or your travel consultant 
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Fast. Staying Westin. 


Now that I’ve just flown half way across Asia 
why should I stay half way across town? Why indeed, when Westin 
is precisely where I need to be? Always the nght hotel in the right location. 
Like The Westin Chosun. Right in the heart of Seoul. Where the business is. 
And where I’m right on top of the action. The more I travel in Asia, 
the more I’m staying Westin. 
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By Rodney Tasker and Suhaini Aznam in Kuala Lumpur 


nd many observers believe | 


ome call it “voting with your 
feet.” Others describe it as their 
“backdoor.” Whatever the label, a 
growing number of Malaysians are 





uncertal 





ople feel | 
ut it. 








nd West European 
ic, religious and | 





econo! 





fed al reasons. also figure highly. | 
“1 Sadly, many of those who leave do so re- | 
juctantly,. believing Malaysia to be a 
physically beautiful, bountiful country | 
| with potentially so:much to offer, .. 












/oting with their 


More Malaysians — mostly Chinese — are migrating 


over the past | 












trend may be 
ing their lifestyles as well. It also puts 
more social pressure on the Malay com- 


| munity, particularly the growing middle 
i class. 


While Malays already can face stiff 
punishment under Muslim shariah law 


| sored adherence to the stricter tenets of. 


punishable offence 
{i alaysi 


Court for a deck 
marriage was s$ , de 
wife’s recent conversion to Isl 
Penang Religious Coun 
his. marriage would be. diss 
he converted to Islam withi 

Overall, the situation 
gradual, encroaching, officially spon 








shariah law. Officials in neighbourin 
Indonesia, where the government 






Malays, Chinese. and I 
may look overseas. fo! 
societies in which. te 
families. 
One 





Understandably, the overwhelming 
majority of Malaysians emigrating are 
from the minority Chinese community. 
re no visible signs that Malays in 
-any significant numbers are considering 
- leaving a land where they are constantly 
| reminded. that they are the indigenous 
|. people who are being favoured politi- 
“cally; economically and educationally 
‘| by.the government. 

Politically, some of those planning to 
:| emigrate are concerned about the lack 
‘of a strong, settled Malay leadership, 
which can surmount racial problems. 
The administration of Prime Minister | 
Datuk Seri Mahathir Mohamad.is under 
severe pressure and in some ways fight- 
-ing for its life against hostile factions 
«within the dominant Malay party in the 
ruling National- Front coalition, the 
. United Malays National Organisation 
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(Umno). F 


This is despite Mahathir’s drastic use 
of his more authoritarian powers under 


| Mahathir: under pressure. 
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Islam on marrying, his Mala 
wife, told the REVIEW he ha 
seriously. considered, em 

ing with his family to A 
last year, but his busines 
in the country had made 
decide to stay for the momen 
His. main’ concern was. thi 
most of his wealth. would 
divided according. to 
procedure when he died, an 
that he would: only. be. able 
to apportion: 4 third to 


immediate family. i 





























Fo other Chinese, econ 
mic and education: facto 
are major considerations whe 
‘applying to.emigrate» Many of 
them, along with those fro: 
otherscommunities, have 

to. take successive. pay cuts 01 
the past. two years duri 












ithe Internal Security. Act recently, al- 
| lowing the police to arrest more than 
100 people, including Chinese opposi- 
tion leaders and a swathe of other al- 
legedly dissident activists accused. of | 
exploiting racial differences in the coun 
try. Three newspapers were also closed. 

The ISA arrests continue — the total 
reached 103 on 17 November, though 
police have not disclosed the identities 
of the last nine. Local press reports, 
however, mention. two. well-known 
names among the nine — the Penang 
Youth leader of the opposition Parti 
Islam (Pas), Mahfuz Omar, and Univer- 
siti Pertanian Malaysia lecturer Cecilia. 
Ng, a women’s activist who is the third. 
member of..the Institute of Social 
Analysis to be detained. 

The crackdown is widely regarded as. 
a temporary expedient which offers no 





long-term solution to Mahathir's politi- 


in the heavily Malay northern state of 
Kelantan for such offences-as drinking 


| alcohol, gambling and adultery, there 


are moves in states closer to the cos- 
mopolitan capital, Kuala Lumpur, to 
tighten up Malay society: on religious 
grounds, 

There is also a proposal before the 
state government of Selangor, adjoin- 
ing Kuala Lumpur, to require Malay 
women.to cover all but their hands and 
faces. in public. Recent proposals in the 
same.state would make zina; or illicit 
sex, and khalwat, close male-female 
contact, and drinking in public offences 
punishable by jail and whipping. 

In the southern state of Johor, there 
_is a moveto ask Muslim couples to carry 
marriage certificates so that they will 
not be mistakenly picked up by religious 
police fer committing khalwat. On a 
















cal woes. And a weak Malay leadership z 





there is a debate among 
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period of recession in Mal 
sia. Some find they are not able 























even if the cake itself is shrinking > 
looms large in the Chinese consciousne: 
Australia is by far the most pop 
emigration destination, followed b 
Canada. Although applicants are n 
asked which community they are’ 
most. are. Chinese. The Australian. Hig 
Commission reports a “steady increase’ 
in inquiries. from would-be migrant 
The mission was prompted to issu 
statement in early November to correc! 
a public claim=by a Malaysian -that 
80,000 applications to emigrate to Au 
tralia were pending, but figures are st 
high and rising. re 
7, 3,900 Malaysians out 
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pplicants emigra 

a, compared with 2,200 the previous 

| year, and 2,300 in 1984-85. Although 

| many of those leaving are professionals 

with skills sought in Australia, skilled 

workers comprised a minority of emi- 

ts, and most were allowed to settle 

in the country because they had rela- 
tives there. 

New Zealand officials say that over 

the past two years, Malaysians have be- 

_ come the largest single Asian immigrant 

group arriving in the country. But com- 

pared with Australia and ada, the 

figure is low for New Zealand, as it is for 

| the US, Britain and other European 

countries. 

Nevertheless, the emigration factor 
is significant enough to cause some con- 
cern in a society which is fighting an up- 
| hill battle to establish multi-racial unity 
and progress. In October, MP Ting 
| Chew Peh, a member of the Malaysian 

Chinese Association, which is part of 
the ruling coalition, asked the Home 
| Affairs Ministry to give details of the 
_ number of Malaysians emigrating, their 
| professions and reasons for leaving. 
E: ey: Deputy Home Affairs Minis- 
_ ter Datuk Megat Junid Megat Ayub re- 
| plied that the government had no such 
| information because it was “not con- 






Laas 











try. 
| Occasionally, letters to the press by 
| Malays accuse Chinese emigrants of dis- 
| loyalty to their country. The Chinese re- 
| spond by saying they feel increasingly 
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| By S. Kamaluddin in Dhaka 
ai 0: 10 November, the first anniver- 
a: sary of the lifting of martial law, 
| President H. M. Ershad’s regime suf- 
| fered a severe jolt. On that 















; o 
_ forcing Ershad’s hand, but the wily pre- 
| sident, who rose to power in a bloodless 
| military coup in 1982, survived his worst 
| political crisis. 

In the ensuing week of violence, 11 
| people were killed, including a police- 
| man, and several hundred were 
| wounded. As Ershad did not budge, the 
| opposition called for a countrywide gen- 
| eral strike on 11 and 12 November. Asa 
pre-emptive measure, the authorities 
| arrested the country’s two leading op- 
4 Seen figures — the Awami League's 
~ Sheikh 

















ted to Austra- 


asina Wajed and Bangla- 
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deprived and worried about their child- 
ren’s future. For instance, one Chinese 
academic — who would not rule out the 
possibility of emigrating himself at some 
time in the future — quoted the case of a 
Chinese friend who was asking his sis- 
ter, who had already emigrated to Aus- 
tralia, to adopt his young son so that he 
would eventually have an easy passage 
to a new life. 

It is too early to say exactly what ef- 
fect the current political situation will 
have on emigration figures, though dip- 
lomats expect numbers to continue to 
grow. The concern of thinking Malay- 







| Dhaka under siege 


| President Ershad defuses a crisis for the time being 


desh National Party’s (BNP) Begum 
Khaleda Zia — and kept them under 
house detention on 11 November. Their 
continued detention led to further gen- 
eral strikes and street violence up to 17 
November. 

The scope and vehemence of the agi- 
tation was the handiwork of an agree- 
ment between the top oppositionists, 
and after their detention the movement 
seemed leaderless and lacking in direc- 
tion. The unity of the two mainline op- 
position alliances — the eight-party 
grouping led by the Awami League and 
the seven-party combine headed by the 
BNP — was forged in two meetings 
between their leaders before 10 
November. Their common single de- 
mand that Ershad must resign, had, in- 
deed, generated widespread interest 
among the people and inspired their 
party members. However, the failure 
of the opposition to announce any fur- 
ther decisive steps following the ar- 
rests of the two leaders has some- 
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from all communities is that while 
racial tension reached a dangerous level 
in late October over the Chinese educa- 
tion issue and a strident Malay political 
response to what they felt to be Chinese 
political united-front tactics (REVIEW, 
12 Nov.), Mahathir’s Malay political 
base is too threatened from within to 
offer more than palliatives. 

A pivotal political issue still sur- 
rounds Umno unity, and there are no in- 
dications of a quick solution to the rift 
between the party’s team “A,” or 
Mahathir and his supporters, and team 
“B,” led by former deputy prime minis- 
ter Datuk Musa Hitam and former trade 
and industry minister Tunku Razaleigh 
Hamzah. 

“You can’t make the Umno split any 
worse than it is now,” an “A” team 
member said, adding that Razaleigh re- 
mains unreceptive to any attempts at 
reconciliation. When Mahathir visited 
Razaleigh’s home state of Kelantan re- 
cently, Razaleigh was not at the airport 
for the traditional greeting, instead 
waiting at the party headquarters to re- 
ceive him. There was also no private 
chat between the two, in stark contrast 
to Musa’s two-hour talk with Mahathir 
before leaving for the US on a three- 
month fellowship programme in Sep- 
tember. 

That meeting set tongues wagging 
about a possible reconciliation between 
Mahathir and Musa, and speculation 
that they might eventually rejoin forces 
still abounds in Kuala Lumpur. This line 











what demoralised the party workers. 

Khaleda's arrest was dramatic; she 
was sg up in a downtown Dhaka 
hotel suite after the police broke open 
the door. She was later detained at her 
residence in the Dhaka military canton- 
ment, where access to the public is re- 
stricted. Hasina has been confined to 
her late father Sheikh Mujibur 
Rahman’s house in Dhanmondi resi- 
dential area under heavy police guard. 
Both of them have been interned for 
one month under the Preventive Deten- 
tion Act. But the opposition failed to 
stage a big demonstration in front of 
Hasina’s home to put further pressure 
on the government. 


T struggle to push Ershad out of 
power is not an end in itself as the 
opposition will not be catapulted into 
wer automatically. The opposition 
as two contenders for power — Hasina 
and Khaleda. Their two alliances have 
agreed to install a caretaker govern- 
ment which will hold “free and fair” 
general elections. And the party that 
wins would form the next government. 
The Awami League favours a 
Westminster-style parliamentary form 
while the BNP prefers the existing presi- 
dential system, which is also enshrined 
in its party constitution. Political insid- 
ers believe that the BNP could be pur- 
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of thinking is encouraged by the fact 
that the Musa-Razaleigh alliance was a 
marriage of convenience in the first 
place, and, insiders say, their relation- 
ship has been steadily cooling since the 
April Umno election. 


(0j scenario doing the political 
rounds is a return to the cabinet of 
former defence minister Datuk Abdul- 
lah Badawi, a close Musa ally who has 
been careful to keep his lines open to 
Mahathir. Abdullah, the theory goes, is 
acceptable to Mahathir, having played 
middle-man before when Musa first fell 
out with the prime minister in 1985, and 
could now be accepted back into the 
cabinet as a team “B” proxy. 

This would be a major concession to 
team “B” because Abdullah is seen as 
Musa’s choice of a deputy had Musa 
ever succeeded as prime minister. Ab- 
dullah is also the chief rival of the same 
generation to Education Minister 
Anwar Ibrahim, considered Mahathir’s 
young heir apparent. It is here also that 
the theory meets its major test of logic, 
because Abdullah’s reinstatement 
would be a major setback for Anwar, 
and it also fails to answer what 
Razaleigh would get out of it. 

One leading team “B” member 
claimed that any workable compromise 
would have to include not only Musa 
and Abdullah, but Razaleigh also. 
Otherwise, 1990 would see a repeat of 
the April Umno challenge: indeed, 
Razaleigh has recently been watching 























suaded to back a parliamentary system. 
However, any prospect of the Awami 
League — which is seen to be anti-mili- 
tary — coming to power is likely to 
alarm the armed forces. According to a 
highly placed source, the army fears 
that the Awami League is bent on cut- 
ting the military down to size. 

ut the long-standing rivalry be- 
tween the BNP and the Awami League 
is unlikely to forge a sustainable mass 
movement to oust the government. 
Their leaders are also worried over the 
strength of leftist parties in their al- 
liances. In the past few years of chaotic 
street politics, the Communist Party of 
Bangladesh has emerged as the largest 
single organised and disciplined force. 
The beneficiaries of any prolonged agi- 
tation are likely to be the communists. 
Such fears have prevented the Awami 
League from trying to launch a longer- 
term anti-government movement. 

The ruling Jatiya Party (JP) seems to 
have learned from its past mistakes of 
over-reacting to opposition agitations. 
Local Government Minister Shah 
Moazzem Hossain, who is also the JP 
secretary-general and is known for his 
ham-fisted approach towards oppo- 
nents, was asked to keep a low profile 
during the Dhaka siege. As a result, op- 

ition demonstrators did not have to 
confront JP rabble-rousers. While the 

















































































































his weight and generally paying more at- 
tention to his fitness, giving the appear- 
ance of a man girding for a political 
marathon. 

The Umno unity question also 
hinges substantially on the outcome of 
the suit by 11 Umno members who are 
challenging the validity of the April 
election. Whatever the outcome of the 
case, there is no guarantee that a fresh 
Umno election will soon follow. 

Since the complaint revolves around 
a technical point of record-keeping, the 
Umno secretariat may well decide that 
it will need a few years to get the books 








government showed firmness in coun- 
tering the agitators, it also ensured that 
the police exercised restraint. Gov- 
ernment leaders, aware that any call for 
a general strike in this strike-prone 
country would be successful, did not try 
to prevent it. 

Instead, the authorities made sure 


















in order — thereby postponing a re- 


election and reverting to the pre-April 
situation, with Musa reinstated as 


Umno deputy president, and therefore 
back on the vital decision-making 
Umno Supreme Council. Mahathir 
would remain as president. 

How such a reunion of Mahathir 
and Musa, effectively forced by the 
judiciary, would sit with the two teams 
is difficult to say. If leading team “B” 
member former welfare minister Datuk 
Shahrir Abdul Samad is to be believed, 
Musa would only return to the fold “if 
he knows he can take over.” Shahrir 
added: “Mahathir is in a mess, and 
Musa doesn’t need to return,” implying 
that all his team has to do is to look on as 
the prime minister's camp gradually col- 
lapsed under its own weight, 


» Nayan Chanda writes from Washing- 
ton: The recent arrests in Malaysia have 
triggered some protests in the US. 
Thirty-eight members of congress, in- 
cluding one-time presidential candidate 
Patricia Schroeder and several members 
of the House foreign affairs committee, 
have written to Mahathir urging him un- 
conditionally to release “all those per- 
sons detained for the peaceful expres- 
sion of their political views or their as- 
sociation in legitimate organisations.” 
Although the State Department has re- 
frained from commenting on the Malay- 
sian developments, an editorial broad- 
cast by the Voice of America, stating 
US policy, criticised the detentions. {J 
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government offices remained open for 
work, and banks were asked to operate 
longer hours so that people could go 
about their business after strikers went 
home. Home Minister M. A. Maatin 
described the Dhaka siege as a “misera- 
ble failure” since it failed to paralyse the 
administration. 
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mmunist insurgents step up urban violence 
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„By James Cladin Manila == = = 
Reer street violence and mass ar- 
<E Arests in the Philippine capital mask 
two seemingly epochal changes in | 
the two-decades-old communist insur- 
„gency. First, the New People’s Army 
(NPA) is stepping up its revolutionary 
war in Manila.’ Second, it is also 
targeting US personnel involved, how- 
ever broadly, in counter-insurgency. — 
In the final weeks before the Asean 









radio stations broadcast explicit threats 
to members of pressure groups 
The NPA’ 








truggle may result in it.increas- 
ts Manila strength to about 300 
men, which could escalate violence 
further, sources said. The Americans, 
meanwhile, are taking seriously a 
30 October warning from the com- 
munist-dominated National Democra- 
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Japan i Y 12,900.00 7 heads of government meet here from | tic Front that US personnel involved in 
_ Malaysia 14-16 December, the Armed Forces of | the “total-war concept” (that is, 
Nepal z a ` the Philippines (AFP) has conducted counter-insurgency) would be target- 
= ee a = | Sweeps of city areas thought to conceal | ted. A “warden alert” system now ope- 





NPA “sparrows” (urban partisans). | rates for official personnel in Manila, 
Lawyers acting for a civil liberties group quickly spreading security advice. The | 
on 13 November told: the Supreme | 28 US officers in the Joint US Mili- 
Court that 12 city raids since March had tary Advisory Group have changed 





vsia000 | ussar | 





U8$56.50 detained more than 2,000 people. to civilian clothes and now drive to all 
The raids increased in November. | locations. Kan d 
Police twice visited the Polytechnic Uni- |. Overlooked in the uproar over vig- 


versity of the Philippines (PUP) campus | ilantes and anti-government, violence, 
sheltering people fleeing from anti- | the 23 senators and 229 lower-house 
Dany ees communist vigilante groups outside | members of the Philippine Congress re- 
_ SURFACE MAIL RATES Luzon. Police also arrested PUP presi- | convened on 9 November after a two- 
vinin ; dent Nemesio Prudente, claiming that | week recess. bs 
he, and the people he protected, had The. new congress, which -first 
NPA links. "Then,..on 10 Novémber, | opened on 27 July, remains President 
gunmen probably linked to rightist mili- | Corazon. Aquino’s democratic cen- 
tary factions ambushed Prudente and | trepiece. On 20 October, she stressed 
several colleagues —— Prudente survived | that “the place. for politics is not the 
but. a PUP lawyer died. `<. | parade ground anymore but the halls of 
Meanwhile, the audacity of sparrow. congress.” Bringing the congress back 
killings has infuriated the AFP. The sol- | to constitutional life is.far easier, how- 
diers’ anger puts National Capital Re- | ever, than confining the country’s tur- 
gion commander Brig.-Gen. Ramon | bulent politics to within its chambers. 
Montano and Capital Command (Cap- Regaining public confidence in par- 
com) commander Brig.-Gen. Alexan- liamentary politics also takes time. 
der Aguirre under severe pressure to | Faith in the US-inspired 1935 constitu- 
disregard legalities in tracking down the | tion’s two-house legislature had cooled 
Alex Boncayao Brigade ( BB), the | long before former president Ferdinand 
NPA’s Manila partisans. The REVIEW | Marcos abolished itin 1972. A new con- 
‘understands that the ABB active mem- stitution ratified the next year set upa 
bers now number about 200. _ | One-house national assembly, but this 
AFP rage flared again on .13 rapidly earned a rubber-stamp reputa- 
| November. The NPA killed the fou i Pees. 
colonel-ranked officer this year in N 
ila, ambushing Lieut-Col Nepomuce: 
Corpuz, the AFP’s inspector-general’s 
office chief. Corpuz’ office said he had 
not received NPA warnings. The NPA | as various 
usually targets only AFP personn liamentary 
‘+ Summary “justice” who they allege have | the 28 A 
“blood-debts to the people” and to | d 
| whom they have given several wa 





oe 


US$2t S64 US$40 25 
£15.00 £28.00 
AS27 50 A$52.00 























































ental i PAEA 
int in block letters) 














ings. piei 
At the funeral of another sparrow 
victim, Capt. Eduardo Mediavillo, sol- 
diers carried placards threatening death again... we 
to legal but Left-leaning labour and In this atmosphere, Philippine real- 
peasant organisations. A climate of fear | politik gives little heed to the new con- 
is. spreading through “cause-oriented” | stitution’s ing of many more for- 
groups; in Cebu, the country’s second- | mal powers to tl lis. Congress than to any 
largest city, anti-communist vigilantes | of the five legislatures created since 
‘enjoy overt military- backing. 1898, the year the US ousted Spain as 
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Zealand. 





An emerging economic force in the Asia 
Pacific region, New Zealand offers 
numerous business opportunities for 
traders and investors alike. Already they 
are finding the dividends very rewarding. 


HongkongBank now offers international 
access to the New Zealand market, 
through the establishment of branches in 
Auckland and Wellington. 


From any one of the HongkongBank 
group's 1,300 offices in 55 countries you 
can call on our unequalled expertise in 
the Asia Pacific region. Expertise that 
comes from over a century of experience 
in this part of the world. 


The HongkongBank group prides itself 
on its ability to respond quickly to your 
requests. A strength made possible by 
the unique, lean federal structure of 
the group. And through advanced 
communications systems including 
Hexagon, the group’s state-of-the-art 
electronic banking system. 


Talk to us today at our New Zealand 
Offices at 4/F, Wool House, 10 Brandon 
Street, Wellington 1, Tel: (04) 738-760; 
4/F, Prudential Assurance House, 

290 Queen Street, Auckland, 

Tel: (09) 393-800; or your nearest branch 
of HongkongBank. 


HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hang Seng Bank 
The British Bank of the Middle East + HongkongBank 
of Australia + Hongkong Bank of Canada 
Wardley * James Capel * CM & M 
Equator Bank 


Carlingford and Gibbs Insurance Groups 
Concord Leasing 


Fast decisions. Worldwide. 


CONSOLIDATED ASSETS AT 31 DECEMBER 1986 
EXCEED US$91 BILLION 
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A HIGHER STANDARD: Here is a blend of elegance and performance usually found only in 
| g, S sł S oye I S eryo sno 
ALL NEW COROLLAS NOW COME WITH vig, luxury cars. That's because Toyota believes everyone should 


enjoy the newest automotive advancements. And the latest example 


TOYOTA MULTI-VALVE ENGINES of this thinking is the all-new Corolla. It has an elegantly rounded 


EXPERIENCE 


MULTI-VALVI 


ENGINE 





shape to be proud of. And the high output and efficient multi-valve 
engine in all Corollas puts their performance in far better shape 
Expand your driving experience to new horizons with the all-new 
Corolla Toyota — World's No. 1 producer of multi-valve engines 








Bond Centre.The new centre 
of Hong Kong. 


You have no doubt seen Bond Centre. Its twin towers rising 
dramatically from Hong Kong's skyline. 

= : Not surprisingly, there is much activity located 
-| around Bond Centre at Queensway. Currently Central's 
4 fastest growing business area. 

Three minutes away, and still under construction, 
D >= are the new Bank of China and the Marriott, Conrad 
The heart of Comiats tastes growing basisse ANA Shangri-La hotels. To the west, the Mandarin, 

Furama and Hilton hotels and the Hongkong Bank. 

Whilst on its doorstep, extensive transport facilities including trams, 
buses, minibuses, the MTR, taxis and a variety of Hee and restaurants 
within Queensway Plaza. 

Pedestrians can reach Bond Centre via 
a convenient network of overhead walkways ” 
leading into the four corners of the building at — 
first floor level. 

In all, it should come as no surprise that 
Bond Centre has already become the preferred 
business address of many prominent corporations. Those who demand an 
excellent location, convenient transportation facilities, an exciting working 
environment and, above all, superb value for money. 

if you too would like to make the move to the new © 
centre of Hong Kong, call or write to Mr. Michael Laven or BOND 
Mr. Simon Haynes of First Pacific Davies in Hong Kong. : 


Now available for occupation. CENTRE 


Central, Hong Kong 
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the colonial power. “Real” politics 
seems to happen in other, less orthodox 
arenas — military camps, the presiden- 
tial palace, TV stations and by sparrows 
in the streets: The Manila Chronicle 
newspaper recently suggested, only half 
in jest, that an oversize firecracker 
exp odngin a congressional hallway 
on 20 tober showed “even ter- 
rorists do not take the legislature seri- 
ously. 

Many groups paint an image of par- 
liamentary impotence. Some see the 
congress as a “do-nothing” grouping of 
traditional politicians. The militant Left 
villifies congress as a collection of 
scheming, reactionary landlords. Yet 
the men and women elected to congress 
on 11 May defy easy pigeon-holing. 
Despite a roll-call resonant with names 
from the Marcos era, the congress is a 
different creature from its predecessors. 

First, despite awkward logistics — the 
two houses meet in different parts of 

























Manila — representatives take their law- 
making seriously. The urge to form pub- 
licity-hungry investigative committees 
seems weaker than in earlier times. 
Members maintain decorum in the face 
of fears of a return to former raucous 
ways. 


SH both houses act with self- 
conscious independence — a check 
on resurgent presidential powerplays. 
Thirdly, though conservative views 
prevail, some “progressive” views are 
apparent. A few Left-leaning members 
come from districts influenced by the 
NPA — the West Samar congressman is 
an example. And the Aquino-endorsed 
slate in the Senate, which holds 21 
of 23 seats, contains people with 
“nationalist” views, like Sen. Wigberto 
Tanada. 

Finally, the flurry of bills filed in 
each house has attracted growing out- 
side interest and debate. Meanwhile, 
separate Senate and lower-house bills, 










all advocating “land reform,” must be 
dovetailed. All offer considerably less 
than the sweeping redistributions 
i, by militant peasant groups. 
ven in civil-military politics the 
congress has some say. It had to ap- 
rove Aquino’s plans, announced in 
ptember, to increase salaries in the 
AFP. Just before adjourning, the lower 
house approved a P169.7 billion 
(US$8.2 billion) national budget for fis- 
cal year 1988 — to which the house 
added another P3 billion appropriation 
for the soldiers. 

The small Senate has a big legislative 
appetite. Senators filed more than 150 
bills in the first 12 weeks. These include 
a code of government ethics and a mea- 
sure requiring Aquino to win approval 
from the Senate’s Commission on Ap- 
pointments for all her government ic. 
pointments. An “anti-dynasty” bill, 
which would prevent Aquino’s rela- 
tives from running for electoral posi- 






























































tions, has run into palace-inspired op- 
position, however, ahead of local elec- 
tions to be held on 18 January next year. 
Two Senate bills also seek to 
strengthen an ambiguous constitutional 
provision stating that “the Philippines, 
consistent with the national interest, 
adopts and pursues a policy of freedom 
from nuclear weapons in its territory.” 
And Senate e Jovito Salonga 
has filed a bill to authorise emergency 
closure of broadcasting stations airing 
“false, inaccurate or misleading news.” 
Up to their recess on 23 October, the 
members of both houses had introduced 
466 resolutions and filed 3,198 bills; 
one way to absorb political energies. 
Mes re clearly hopes the parliamentary 
habit will become more catching in the 
months ahead, but the communists, 
their AFP enemies and even Marcos 
“loyalists” seeking to force an embar- 
rassing postponement of the Asean 


summit all seem intent on applying their 
Oo 


own, rougher brand of politics. 


THAILAND 
The general 
seeks change 


Amilitary proposal for anew 
electoral system irks MPs 


By Paisal Sricharatchanya in Bangkok 
Le outcome of a continuing, intense 

public debate on controversial poli- 
tical reforms suggested by the influen- 
tial military establishment may have far- 
reaching ramifications for Thailand’s 
political future. 

The Internal Security Operation 
Command (ISOC), a military-domi- 
nated agency which controls the police 
and civilian bureaucracy, has billed the 
proposed changes as crucial to the survi- 
val and development of the country’s 
democratic system. But critics have 
charged they would destroy the party 
system and, conversely, raise the mili- 
tary’s influence in mainstream politics. 

Leading the advocates for reforms, 
who include a number of university lec- 
turers, is army commander and ISOC 
deputy director Gen. Chaovalit 
Yongchaiyut. He is understood to enjoy 
the backing of the military-controlled 
Senate and such well-known per- 
sonalities as Bangkok Governor Cham- 
long paee o imself a former two- 
star general. Meanwhile, most MPs in 
the House of Representatives have voi- 
ced strong objection. 

At the centre of the controversy is 
ISOC’s recommendation to change the 
present multi-constituency electoral 
system into a one-man, one-vote — or 
one-constituency, one-MP — system. 

Under the constitution and election 
laws now in force, each of the country’s 
73 provinces is divided into large con- 
stituencies of three MPs each on a ratio 
of 150,000 people per MP — except in 
nine provinces, whose small population 
entitles them to only one MP each. If 
adopted, the new system would see the 
entire country carved up into small con- 
stituencies having only one MP each, so 
that each voter's ballot would go for one 
candidate, rather than three under the 
existing system. 

Under the current arrangement, de- 
signed to promote the party system, 
parties are required to file candidates 
numbering at least half of the 347-seat 
House. However, voters do not neces- 
sarily have to vote for all three candi- 
dates running on the same party ticket 
in a given constituency. Although it has 
yet to spell it out, it is understood the 
military would like to see abolished such 
requirements as the minimum number 
of candidates each party has to file. 

Another crucial element of the same 
pro | calls for the lowering of the 
eligible-voter age from 20 at present to 



































































































































































ther proposed changes inch de the 
gation of “mass parties” with nation- 
wide branches, the candidates of which 
will be screened by provincial-level 
| committees, and the establishment. of 
election-watchdog bodies to ensure im- 
partiality in the election process. The 
proposed changes would entail amend- 


tion and Political Parties Acts. 
Frequently picking on the rampant 
vote-buying during elections, military 
aders have attacked politicians for 
pursuing vested. interests, rather than 
working for the benefit of the public at 
large. Describing the one-man, one- 
vote system as “the most correct, easiest 
and universally practised method” of 
elections, Chaovalit has said it would 
Ontribute to the election of the peo- 
ple’s “true representatives.” 
= Judging: from: Chaovalit’s close re- 
lationship with. Prime Minister Prem 





‘Tinsulanond, and the fact that the pro- | 


“posal was -openly 
floated on govern- 
ment-controlled 
TV, most. analysts 
believe -it -has re- 
ceived. the prime 
ministers tacit 
backing — though 
Prem has made no 
comment on the 
subject. 
Ironically, the 
issue was debated 
at.a time when par- 
liamentary._ discip- 
line was at its low- 
est. ebb. Political 
J tension. -rose on 
11 November when 
‘| renegade MPs. of 
the. _pro-govern- 















ment Democrat Party — disgruntled by | 


he long, futile wait for a cabinet reshuf- 
fle to include their ranks — voted with 


ge of a bill that would limit the.term of. 
“ministerial under-secretary. to. four 
ars,. Apparently fearful of insufficient 

upport from government MPs, the gov- 
nment abruptly. withdrew two other 

ills from parliamentary consideration 

he following day. ce 

Prem previously wa 





rned deaders of. 















the four coalition parties that the ad- | 


nistration may not-be able to perform 
s work if problems.in parliament con- 
inue — an indication taken by some to 
uggest that he may be.forced to: dis- 
-Sölve the House if important legislation 






amendment to the Copyrights Act, which 
must be passed before the end of the 
urrent parliamentary sitting in Novem- 


ber in order to avert a threatened US | 








ments to the constitution and the Elec- 
























sial,  government-proposed 














First heard at. October’s annual 
ISOC meeting (REVIEW, 29 Oct.), the 
proposal was put forth ostensibly on the 
basis of national security. But the con- 


troversy did not blow up until the pro-. 


posal was propagated in a series of TV 
talk shows. On.9 November, a panel of 


four academics told TV viewers. the 
importance .of introducing political. 


changes which are virtually identical to 
the ISOC proposal. 

Not surprisingly, the programmes 
prompted an angry barrage of criticism 
from many politicians, who shared an 
overriding concern that the one-man, 
one-vote system would ultimately con- 
tribute to the destruction of the larger 
parties. This seems a plausible argu- 
ment in the light of past electoral trends. 


T: Democrat Party, the largest party 
and biggest partner in the ruling co- 
alition,.is a good example. Under the 
present electoral. system, a handful of 
prominent personalities has. helped 
sweep the party to victory in many south 
Thailand «constituencies during past 
elections. Concerned MPs’. analysis 
boils down to the common fear that a 
one-man, One-vote system would result 
in a lot of splinter votes, with the-large 
parties losing their leadership or region- 
al appeal. aS 
ommented a Democrat MP: “It-is 
difficult enough under the present sys- 
tem. for parties to have a majority in the 
House; hence the compromise choice of 
[non-partisan] Prem as. the coalition 
leader. The constitution’s underlying 
objective is to promote the party sys- 
tem. But the new electoral. system 


| would effectively destroy the large par- 
€ Opposition for the first-reading pass- 


ties — the military could well end up 


„calling the shots.” 


Aside from their general support, it 
is unclear whether the academic propo- 
nents of change were being used by the 


- military or were trying to influence the 


military: into. doing something. they 
genuinely believed to be good for. the 


country. 


_ One participant in the TV debate, 
Boonthun Dokthaiseng, a lecturer at. 
the National Institute of Development 
Administration who was elected an MP 
in.1975, claimed the academics’ package: 
of proposals was: formulated after a 
series of seminars in August at four uni- 







“versities in Bangkok, Chiang Mai, Khon 


Kaen. and Pattani provinces. However, 


- those who are familiar with Chaovalit’s 


political thinking told the REVIEW the 


-general has broached similar ideas —al- 







beit in general rather than specific terms 
— as far back as.1980, when he was direc- 
tor of the Army Operations Centre. -H 


[Peace eludes 
‘devolution 


‘challenge. to. law 





- is-now abundantly 
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RILANKA 





Parliament creates provincial 
councils as violence spreads 


By Manik de Silva in Colombo 


he Sri Lankan Government’s con- 

troversial provincial-councils legis- 
lation. providing a package of devolu- 
tion is now in place. But whether the 
legislative exercise, completed in an en- 
vironment of continuing violence, will 
restore peace and electoral politics re- 
mains a wide open question. 

President Junius Jayewardene and 
his ruling United National Party (UNP) 
had hoped that the regional autonomy 
the new law provides not only to the 
troubled Tamil northern and eastern re- | 
gions, but also to p= 
the majority Sinha- |o a 
lese _south where 
youthful. subver- 
sives of the outlaw- 
ed Janatha Vimuk- 
thi Peramuna (JVP 
ot People’s Libera- 
tion Front) ‘have 
mounted -a strong’ 





and ‘order, would 
herald the process 
of ‘national. recon- 
ciliation. But» it 


clear that the coun- > 
trywide . security 
situation precludes A 
elections to the new |vayewardene: devolution. 
provincial councils. asia 
The provincial councils are a key ele- 
ment of the India-brokered 29 July 
peace accord to end the four-year Tamil. 
insurgency in the. north and. the east. 
But with some 20,000 Indian troops still 
battling the powerful Liberation Tigers 
of Tamil. Eelam, which has reverted 





: to a hit-and-run guerilla war, im- 


plementation of the devolution package 
is clearly a long way off in the Tamil 
areas. Okt 

In the . predominantly Sinhalese 
south, while the JVP continues its at- 
tacks largely on supporters. and 
functionaries of the ruling party with 
killings reported almost every day, the 
demand that the ban-‘on this party be 
lifted and its followers brought back to 
democratic politics: is. gathering. in- 
creased momentum... Prime. Minister 
Ranasinghe Premadasa, a strong advo- 


“cate of getting the JVP back into the 


democratic fold in which it functioned 
for six years before .1983, once again 
advocated . this. strategy . during the 
recent parliamentary debate on the 
























Britain's 

international banks. A world leader in: 
management and currency dealings; with muld-cunenc 
in excess of £28 billion. And with representation in more th 
60 countries. Infact all the credentials you're looking for if © 

te planning to invest in the peer) market. Choose 
eiid ten Standard Chartered the security of a 
Jersey based bank, and the semaine ko oe higher 
interest rates available to the company on the interbank markets, 
normally only available to investors placing sums equivalent to 
USS! million or more. 
And yet the minimum deposit is only £1,000. 


These funds are for those who prefer to manage their own: 0.) 
portfolio of currencies. There’s choice of 8 — Sterling, US$, Can$, 
Aus$, Deutschernarks, Swiss Francs, ECU and Yen with no 
initial charges. Switching currencies when you think the moment 
is right couldn't be easier, and there’s the flexibility to realise your 
holdings when you want to at short notice — just two days. 


Managed Funds 


You can put the vast experience and expertise of Standard 

Chartered Soe Maracas to work on your account by investing inthe 

Managed Funds. The aim is to maximise growth 

interest rates with rates of exchange and with the help of 20 

> dealing rooms around the world, providing up to the minute 

add ar nround the clock, Sone i 
placed to meet that aim. Management 

and Pad fee alow and you can realise your holdings with just two 

days notice and choose the Dollar or Sterling fund depending on 

how you measure your wealth. 

Investors will appreciate that the price of the shares as well as the 

income from them may go down as well as up : 

To findo out more, just call Allan Wong on 5-243037/ 5 8444283 or 

simply fill in the coupon below and we'll send you a Fund 

Prospectus. To: Mr Allan Wong, Standard Chartered Bank (C) 
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al-councils legislation 
j; by parliament after a full 
ench of the Supreme Court, in a di- 
ided 5-4 judgment, had determined 
its constitutionality by ruling that the 
amendment of some of its clauses would 
reclude the need to test it at a national 
referendum. The government, which 
did not favour a referendum, made the 
nec amendments to push the 
egislation through. Thé lone MP of the 
Sri Lanka Communist Party supported 
| the bill. The major tion group, 
Sri Lanka Freedom Party (SLFP) of 
_ former prime minister Sirima Bandara- 
naike did not vote on the bill, choosing a 
| Strategy of not recording its position on 
_ provincial councils by pulling out of the 
_ debate on a procedural question. 
= The debate itself was conducted 
amid some of the tightest security mea- 
sures ever seen in Sri Lanka. Govern- 
t MPs, whose lives had been 
threatened if they supported the bill, 
were given special protection while 


pi 


| he: i k ar d police’ ing sd 

the parliament complex. A car bomb in 
Colombo’s busy Maradana district on 9 
November — the day before the bill was 
to be taken up — had killed 30 peo- 
ple 


ly armed troops 


Jayewardene, who has announced 
that he will not seek re-election when 
his current term ends in early 1989, had 
rightly assessed that despite the threats 
and the pressures, he could get his 
party to support the bill almost en 
bloc. As expected, the minister for 
food and agriculture, Gamani Jaya- 
wuriya, resigned from parliament 
declining to support the legislation. 
Former industries minister Cyril 
Mathew, fighting a legal battle to pre- 
vent the UNP from expelling him, re- 
corded his dissent on the 13th amend- 
ment while two backbenchers ab- 
stained. But the vote on the provin- 
cial councils was unanimous. 
Bandaranaike, whose SLFP has 
been accused by the UNP of clandes- 
tinely supporting the JVP, published a 


‘The price of power 


Indian opposition questions military role in Jaffna 


By Salamat Ali in New Delhi 
flor the first time in the four years 
W since the Sri Lankan ethnic crisis es- 
calated, the Indian Government and the 
osition are openly divided on a 
ajor foreign-policy issue. While the 
overnment maintains that organised 
il militant resistance to the Indian 
Peace-Keeping Force (IPKF) in Sri 
ka has crumbled, the opposition be- 
eves that India is caught in a trap and 
must find ways of extricating itself at the 
earliest opportunity. 
Rarely in Indian politics do parties 
adopt antipodal attitudes on foreign-po- 
licy issues involving the Indian armed 
forces. The government thinks its peace 
ord with Colombo, which sent In- 
troops to Sri Lanka, is a major 
ievement. The opposition calls it a 
P ey misadventure and diplomatic 


ty $ 
_ Those Poroa the government's 


view argue that Indian troops had to be 
ent to Sri Lanka because the Libera- 
tion Tigers of Tamil Eelam (LTTE), the 
largest Tamil separatist group, was not 
prepared to surrender its arms to the Sri 
Lankan army. Also, India could not 
watch Sri Lanka disintegrate and 
thereby threaten regional stability, in- 
| cluding India’s own security. It is also 
argue that the peace accord and the 
IPKF operations signify the emergence 
ndia as the regional power. Any 
retreat from Sri Lanka would 
nake a mockery of the Indian diploma- 
tic goal of kerping external forces from 
intruding into South Asia. 


ae . 


ae | > & rar s33 isles TA Do ag K 
n Noa oe a Pe i ae TU eRe a rts ete Mead pars Se 


to the opposition’s scath- ` 


ing criticism in parliament on 11 
November, Minister of State for Exter- 
nal Affairs K. Natwar Singh emphasised 

the security of India’s environs as one 
important reason for the agreement 

with Sri Lanka and added that India did 
not want Sri Lanka to become a 
“cockpit” of superpower rivalry and 

that sending in its — 
troops, New Delhi had 

prevented hostile forces 

from striking roots in Sri 

Lanka. 

-The opposition wants 

the IPKF to be with- 

drawn soon. Although 

the opposition would 

willing to give the gov- 

ernment some time to 

implement such a pull- 

out, it is loath to admit 

this in public. Indian 

critics assert that while 

the army went in to pro- 

tect the minority Ta- d 

mils, it has ended up killing many of 
them. E 

However, the government has de- 

clared that the IPKF would stay in Sri 
Lanka until the LTTE is disarmed or 
voluntarily surrenders its arms and ex- 
tends unconditional support to the poli- 

` tical solution laid down under the Indo- 
Sri Lanka agreement. Ceasefire pleas 
by the LTTE have been turned down by 
India and there will not be a unilateral 
ceasefire by the IPKF. _ * 


Although the opposition has not yet. 
made an issue of it, it is grumbling over 
4 


| statement on 15 November saying 


F oie ra 2 ee n 
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a we N 
hat a 
“new menace” was haunting Sri Lanka; 
it was the “creed and practice of politi- 
cal violence, politics by gun and bomb 
rather than by arguments, manifesto 
and popular consent.” Bandaranaike, 
who condemns this violence and well 
understands the need for winning the 
youth vote at the next general elections, 
which must be held by 1989, argued that 
“when opportun for legitimate pro- 
test an agitation are enon re- 
stricted, and the possibilities for demo- 
cratic choice too long denied, other 
non-democratic and violent methods 
become the only options.” 

In what appeared to be a position 
which took into account her own sup- 
pression of the JVP during the 1971 in- 
surrection in which thousands of youth 
were killed, the SLFP leader declared: 
“We must convince ourselves that if our 
youth have chosen, the argument of 
force rather than the force of argument, 
that change represents our failure, not 
their aberration.” o 


the financial costs of the IPKF opera- 
tions and the casualties. At the begin- 
ning of the operations India had about 
8,000 troops in Sri Lanka. Since then, 


Indian strength has increased to two 


infantry divisions in addition to several 
battalions of paramilitary forces. Sri 
Lankan official sources said India was 
penne more than US$1 million per 

ay on the operation. All this extra- 
drain on the public coffers is being sus- 
tained at a time when the Indian econ- 
omy is reeling from the worst drought of 
the century. 

The opposition suspects that the gov- 

— ernment is not disclosing 
the true casualty figures 
and that the announced 
toll anyway did not in- 
clude the paramilitary 
forces, which were not 
trained to deal with 
Claymore anti-personnel 
mines, booby-trapped 
houses and other such 
hazards. Jaswant Singh, 

one of the c ition’s 

defence specialists, said 

in parliament on 6 

November that Indian 

casualties in Sri Lanka 

were much higher than in 

any war the country has fought so far. 

The opposition hastens to clarify that it 

is not criticising the Indian armed forces 

but only those who sent them to Sri 

Lanka to fight an undeclared war on a 

foreign soil for a purpose which is not 
clear. 

The Indian Government’s strate 
seems to be to hold the LTTE at bay, le 
a unified administration for Sri Tan 
ka’s northern and eastern provinces 


‘take hold and pave the way for a ref- 


erendum on the unification of the two 
provinces. 4 oO 
i P = f 































J HEN you first handle a Patek Philippe, you 

"become aware that this watch has the presence 
of an object of rare perfection. 

We know the feeling well. We experience it every time 
a Patek Philippe leaves the hands of our craftsmen. 
You can call it pride. For us it lasts a moment; for you, 
-a lifetime. 

We made this watch for 
you -to be part of your 
life - simply because this 
is the way weve always 
made watches. 

And if we may draw a con- 
clusion from five genera- 
tions of experience, it will 
be this: choose once but 
choose well. 

A Patek Philippe - 
because it's for a lifetime. 


PATEK PHILIPPE 
GENEVE 


3 ENTERPRISES LTD. Room 809, Wing On Plaza, Mody Rodd.: 
isimahatsui Ec cow! Authorized Retailers. HONG KON L WATCH CO, UD. 

33. Queen 5 Re Sentral - CHOW TAI FOOK JEWELLERY C 
and 44 ao ooa Central - ELDORADO re 
D. 70. Queen's Road, Central ~ 















Service Centre. F 









OWLOON, CHINESE ARTS & C ARTS (H 
aa RY CO. UD, 81 Nathon Road, Ground 
KING “OOK GOLD & JEWELLERY (KLIN) < 

D uD Peninsula Hotel Arcade ~ ZURICH WA 
ROOM L a Cuscadert Road, Pi 
















Complex B A2 
ENQUIRIES. C MEROHERS z CO. No. Toned Fh or), 
Tel: 9558666) 7388077., 


Š 
Z 
= 
T 

3 
ase 
2 















3 desl Lo 


INDONESIA 


Marching to a new drummer? 


The military is set to propose changes to its dual-function role 


By Michael Vatikiotis in Jakarta 


new law proposing an extension of 
the military retirement age has 
ne before the Indonesian Parliament. 
is, together with a further law on 
“soldiership” said to touch on funda- 
mental aspects of Indonesian military 
doctrine, is expected to be passed some 
time in December. 

Details of the new law on milit 
rsonnel affairs, as it will be called, 
ve not been released, but it seems 
that officers holding the rank of colonel 
and above will be able to retire at 60. At 
present, extensions 
ory retirement age of 
the president on a one-year basis. í 

What is not clear is whether the ex- 
tension to 60 is automatic under the new 
law, or at the discretion of the military. 

There is also said to be some discussion 
over whether further extensions to 65 
should be applied to officers above the 
rank of brigadier-general. 
point out that selective 
extensions would ensure that only offi- 
cers with noted potential stay on. This 
would also ensure that mobility within 
the ranks is maintained, an important 
consideration given the longevity of the 
country’s current military leadership. 

Nonetheless, if passed, the new law 
will effectively extend the professional 
life of such senior officers as G 
Benny Murdani, the armed forces chief, 
by another five and possibly 10 years. 

urdani, now 55, received a one-year 
extension from President Suharto in 
early November under the old regula- 
tions and this has led to speculation in 
some quarters that the new law has been 
nurtured by Murdani himself. Why it 
was not passed in time to apply to his 
own case remains a mystery. 

Underlying the timing of the pro- 
law are moves by the armed 
or Abri, to reassess its role both 
as a professional military force and a 
political entity. To a great extent, this 
examination of the so-called “dual-func- 
tion” doctrine has been in progress for 
the past decade, dating back to a series 
of debates within the country’s top mili- 
tary training establishment in Bandung, 


eneration of officers which will 
result in a restructuring of the doc- 
trine.” His comment lent credence to a 
fashionable argument that younger of- 
ficers are growing restless about 
rent definition of dual function. 
It is suggested that members of the 
younger generation are less coloured by 
the revolutionary ex 
leaders at the birth o 
see less of aneed to 
social and political matters, and lay 
greater stress on professional military 
skills. C. P. F. Luhulima, of Lipi, a gov- 
ernment research institution, and a lec- 
turer at the Lehmenas army staff 
lege, believes this is 
which may see A 
seeking to reduce its 


riences of their 
the nation. They 
ide the country on 


ond the mandat- 
5 are awarded by 


nerating a trend 


The recent strength- 
ening of the Abri faction 
in parliament (REVIEW, 
15 Oct.) and hints of 


ruling functional group, 


e military to pro- 
mote the development 
of Indonesia's fledgeling 
democratic institutions. 
The question is whether 
Abri is stepping out or 
taking a step back from 


Certainly, one aspect 


diership law is said to lay 
specific stress on the 

rofessional military role 
of Abri, as well as a stricter definition of 
the terms of service. But given Abri’s 
well entrenched political role at all 
levels of government, there are those 
who are sceptical about whether this 
should be regarded as a sign of a flag- 
litics. Rather, it may 
represent impatience on the part of cer- 
tain officers over the way the current 
system operates. 


ging interest in 


ources said a conference held at 
Seskoad in February concluded 
with a remarkably critical assessment 
of the government's performance since 
1966, the beginning of Suharto’s New 
Order regime. The document is class- 
| ified, but insiders have described its 
contents as not far removed from the 
kind of thinking generated by the dissi- 
dent “Petition of 50” group led by 
governor Ali Sadikin. 


-level meeting of Abri 
ctober, it emerged that 
there was pressure to review and im- 
prove the military’s doctrine, known by 
the acronym Cadek. It is this issue that 
will be addressed by a bill of soldiership, 
derived from the proposed military 
sonnel affairs law, that is also expected 
to be passed in December. 

In a statement after the meeting, 
Murdani referred to the “persistence of 
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It would, however, be wronj to as- 
sume from this that there is disaffe i 
in the ranks. The Indonesian Armei 
Forces remains firmly wedded to the 
principle that it is responsible for main: 
taining the stability and internal orde: 
of the country. Murdani is also deeply — 
committed to safeguarding Suharto. 

What does seem to have emergedisa — 
body of younger, upwardly mobile of- — 
ficers who do not share the antecedents _ 
of either the so-called 1945 Genera- 
tion, or the group of staff officers serv- 
ing directly under Murdani, many of | 
whom were among the first to graduate — 
from the Magelang Military Academy | 
in 1960-61, and who went on to gradua 
from Seskoad in 1972. ‘a 

The newly appointed commander o 
the important Jakarta-based Kostrad | 
(Army Strategic Reserve) Command, | 
Maj.-Gen. Rajaguguk, is one of these. 
This group, unencumbered by the divi 
sive influences fostered by such old re- | 
gan military divisions as West Java’s — 

iliwangi or the Diponegoro of Jog- 
yakarta, constitutes a | 
_ more or less united body — 
| of younger officers, 


If this of 
younger officers, is 
generating some of the | 
pressure to restructure 
the military doctrine, | 
then it would appear 
that the leadership is 
sponding. Suharto ag- 
reed that the doctrine 
should be improved “to — 
be able to respond to the © 
challenges of the times.” — 
But given the difficulty 
of access to Abri think- 
ing, just what this chal- 
lenge is remains an open | 
question. 13 

ight just be thata | 












































































































































































































It mig 
younger generation of | 
officers, in common 
with politicians and aca- | 
demics in Indonesia, | 
are anxious to foster the | 
development of the country’s democra- — 
tic institutions. There is also said to bea | 
degree of uncertainty about the pros- | 
pect of political change after the Fig ‘ 
ed re-election of Suharto in March 1988. | 

The date it is rumoured both new | 
laws will be passed is 19 December, the | 
anniversary of the Dutch re-occupation — 
of Jogyakarta in 1948 during the 1945- _ 
50 war of independence. It was also the | 
occasion on which one of the founders | 
of the Indonesian Armed Forces, Gen. | 
Sudirman, said: “With or without the | 
government, the army will fight for the 
aie og of the people.” Dirge 

While the Abri leadership is j 
to restate its autonomous position as | 
the core principle of its doctrine, there | 
is no indication that this will be at- | 
tempted by any means other than | 
through a gradual, patient application 
of pressure. B 
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By James Clad and John Peterman in Manila 


j F requent news about military instabi- 
ff lity has made the Armed Forces of 

the Philippines (AFP) almost as famous 
| as its woman commander-in-chief, Pre- 
sident Corazon Aquino. Far less report- 
age focuses on the AFP’s most impor- 
tant job — fighting the communist in- 
surgency — and its competence in carry- 
ing it out. 

Media concentration on soldierly un- 
rest — highlighted in the most recent, 
and bloody, rebellion of 28 August — 
paints an incomplete picture of both 
_ Aquino and the military supposedly 
subordinate to her. And condescending 
views of the military, which one foreign 
weekly recently described as “comically 
inefficient,” miss the mark altogether. 

Clearly the AFP remains badly di- 
vided. Multiple and mostly informal 
_ loyalties, born of ethnic, regional or 
“patron-client” ties, compete with the 
| formal chain of command. “Command 
| rigour gets dissipated,” says one senior 
7 officer. 
|+ — But the key problem with AFP cohe- 
| sion lies in successive governments sim- 
ply asking too much of the military and 
| thus burdening it with contrasting and 
| even conflicting responsibilities. The 
| AFP is routinely ordered to break up 
| labour strikes, guard bridges, close 
| radio stations, protect ballot boxes and 
| face down provincial warlords. Its loy- 
_alty has been tested to the limit when or- 
dered to put down violently uprisings 
_ from within its own ranks, as was 
| the case in August. 
| These extra tasks obscure what 
must rank as the AFP’s principal 
| national security task — combat- 
| ing the 20-year communist in- 
| surgency. Given decent leader- 
| ship and tactics, does the AFP still 
| have the capacity to fight the com- 
-munist New People’s Army 
(NPA)? 

The answer is probably yes — 
for the time being. But Manila’s 
power-brokering has sapped the 
_ military. The placement or rota- 
tion of AFP units sometimes re- 

flects capital city political cal- 
culations as much as on-the- 
| ground need. For example, half 
the country’s marines now sit in 
this city, acting as a praetorian 
guard for the government. (The 

‘marines obeyed orders to storm 
AFP headquarters occupied by 
| P 
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military rebels in at ite Regu- 
lar army forces had stalled in 
taking action against the re- 
bels.) 

post-revolt 


Z Frequent com- 
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Forces for change 


_ Reports of military instability cloud army’s real role 





mand shuffles, bruised morale and poor 
discipline have also. damaged counter- 
insurgency operations, as has a dearth 
of usable equipment. 

Meanwhile, most estimates suggest 
the membership of the Communist 
Party of the Pippis (CPP) and its 


armed wing, the NPA, are growing 
again after a possible slight decline in 
the six to nine months following the 
February 1986 revolution. The AFP 
says its adversary now has nearly 25,000 
full-time guerillas while CPP sources 
suggest their fighting force is still below 

While not “comically inefficient,” 
conventional wisdom asserts that the 
AFP needs basic reforms before it can 
reach its full fighting potential. These 
stretch from improving equipment 
maintenance to meeting basic needs of 
soldiers’ families. Although- Aquino 
had issued directives improving AFP 
welfare long before the August revolt, 
Col Gregorio Honasan’s mutiny cer- 
tainly accelerated government action. 
A big pay rise for the military approved 
by the Philippine Congress in October 
tops the list of post-revolt moves. 

The wage rise averages 60% across- 
the-board for all ranks and the govern- 
ment wisely promised delivery in time 






































for the December holidays. Although 
the increase will cost the government 
another P200 million (US$9.6 million) 
a month, it is money well spent in a 
country where soldiers ranked below 
first lieutenant now live in near-pov- 
erty. 

Other government steps have also 
helped. Aquino’s recent cabinet 
changes; her apparent endorsement in 
some regions of military-backed anti- 


iy communist vigilantes; her rejection of 


further negotiations with the com- 
munist-dominated National Democra- 
tic Front — all these pleased senior of- 
ficers. The AFP may be slowly falling 
into line. 

But some “structural” flaws within 
the AFP will linger no matter what the 
civilian government does. First, most of 
the military's mid-level officers cut their 
teeth fighting Muslim separatists during 
the 1970s: the AFP. doubled in size 
from 1973-77. to 146,527 and has since 
grown to 154,893. This means the AFP 
still has to shed tactics from those days 
— which included larger troop forma- 
tions and, generally, more “brawn than 
brains.” Foreign military specialists say 
the trickier art of counter-insurgency is 
proving harder to learn. 


Aow ceasefire implemented by 
Aquino, which expired on 7 Feb- 
ruary 1987, has had lingering repercus- 
sions. The general effect, for the AFP and 
NPA alike, was a softened stance — 
with the AFP taking more time to hard- 
en again into aggressiveness. 
Although even AFP officers concede 
the advantage of sheer commitment to 
the “core” insurgents, they have not 
conceded territory — except perhaps on 
the island of Samar (REVIEW, 15 Jan.). 
AFP chief of staff Gen. Fidel Ramos in- 
sists, rightly, that the AFP “can go 
anywhere it wants to in this coun- 
try.™ The military can “neut- 
ralise” an area when they go in 
and “sit” on the situation: But 
whether the AFP can keep up a 
credible, disciplined presence that 

_ does not alienate local people re- 
mains in question. 

And recently the NPA has 
adopted a new tactic which has 
stretched the AFP even further. 
In September the NPA blew up 
three bridges in Bicol and 
knocked out a large radio relay 
station on Bataan. The com- 
munist pane Ang Bayan in 
September formally endorsed 
sabotage as a “revolutionary tac- 
tic.” 

_ Nevertheless, the true strength 
of the NPA comes not from its 
ability to dent the country’s in- 
frastructure, but from its superior 
field organisation and sustained 

i| military and political presence in 

rural villages. The A com- 
prises just one element of a lar- 
ger revolutionary hold on the 
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“most. marginal. areas of the coun- 
try. 
To counter this the AFP has sought 
to break up larger military camps near 
the main or provincial cities and move 
troops deeper into. the mountains, 
closer to the enemy. This approach has 
scored some successes. ees 

Four months ago 
AFP’s 2nd Army Brig 
comfortable camp 
vincial capital of 












Mindanao the 
ie pulled out of a 
agum, the pro- 
avao del Norte. It 
mountainous area‘of 
Mawab, where the NPA had had a clear 
-- run. Following some brisk fighting the 
guerillas have m away from the 
eform aims to 
ligence-gathering. 
By most accounts the army, which bears 
the brunt of the fighting, does a poor job 
gathering intelligence — widely seen as 
the backbone of successful counter-in- 
surgency. While the Marcos-era Mili- | 
tary Security Command once worked in 
the field, gradually it was shifted into 
the capital to keep watch on the old re- 
gime’s opponents. A rag-tag collection 
of local “informers” stepped into the 
breach, often giving stale or downright 
misleading information. 
Reen the army. created a new 
unit, the Ground Operations Tactical 
Intelligence Battalion. Each regional 
command now has its own “tactical in- 
: telligence support team” accompanying 
field patrols. The teams assess local in- 
formation and report back to regional 
commanders. It remains unclear if this 
approach has definitely improved intel- 
ligence gathering, or simply added an- 
other layer of bureaucracy to an already 
complex regional command structure. 
Despite these reforms, a cloud of 
pessimism hangs over some foreign 
military assessments here. 
These argue that while the — 
AFP remains better equi 





munists, i lly 
exploit these advantages in- 
the field. One long-se 





of officers in the field hail from the re- 
serve officers’ training programme, a 
less impressive preparation. - 

Basic training is also criticised. Be- 
fore this year the army enlisted men di- 
rectly off the street, only to discover 


after six months of training that some | 


were not made of-right stuff. Usually 
these poor performers still found a job, 
as the AFP was obliged to keep them on 


for three years. In January the army- 


altered the procedure. Recruits go 
through basic infantry training and only 
those who perform up-to standard — 
about 80% of the entering class — con- 
tinue. 

Despite all the problems, most 
sources say that the insurgents are un- 
likely to win unless they receive a huge 
shot of foreign aid and weapons and the 
AFP breaks down completely. But that 
scenario may not be necessary for an 
eventual communist victory. AFP offi- 
cers, foreign observers and politicians all 
agree that in the end the fight against 
the communists cannot be won on the 
battlefield. The larger problem is politi- 
cal. 

The army chief of staff, Col Arturo 
Enrile, put it this way: “The strongest 
political party in the Philippines right 
now is not the: President's Lakas ng 
Bayan, nor the resurgent Liberal Party 
os by. Senate president Jovito 

alonga]. Nor is it the recently re- 
vitalised Nationalista Party [which cat- 
ers to opposition senator Juan Ponce 
Enrile — no relation to the colonel]. 

“The strongest party in terms of or- 
ganisation, mass-base appeal, cohesion, 
and clear ideology, is the Communist 
Party of the Philippines,” he said. Un- 
less that changes, the AFP will find itself 
shouldering an ever-increasing burden 
for the government. 
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| PHILIPPINES: MILITARY HARDWARE 








foreign military ‘attaché 
Manila told the: REVI 





“They [the mili ont 
know how to shoot straight- 


and ‘they: don’t properly - 





























































Unsuitably 
equipped 


Hardware problems hamper 
the military’s efforts l 
Aitteuz" the Philippine military has 
much better equipment than. its 
communist enemies, that often mak 
little difference in the field: One reas 
lies in the nature of the insurgenc’ 
small bands of rebels working behind an 
indifferent or supportive rural popul 
tion can easily elude: the Armed Forces 
of the Philippines’ (AFP) and 
superior firepower. ae i 

But there is another reason. The 
AFP’s usually US-supplied hardware i 
often either ill-suited for the job or too | 
difficult to maintain, and in some cas 
both. 

Sources point to some glaring exam- 
ples. The American-made M113 arm 
oured personnel carrier and the Arm- 
oured Infantry Fighting Vehicle 
move too slowly in the Philippines ter- 
rain and make: too much noise. The 
army’s British-supplied Scorpion tan 
also move slowly, can be “heard am 
away” and carry a 76-mm cannon which 
costs US$500 per round to fire. Mor 
over, the cannon, good for blasting bun- 
kers or other tanks, is inappropriate to 
the circumstances: the communist New 
People’s Army to date offers none of 
these targets. coe 

The Philippine airforce also lugs it 
share of ill-suited, muscle-bound equ 
ment. In 1983, it bought 16 American 


‘decorations. During a tou 
of four field commands be 


the last time the. helicop 








carry out orders.” 
Observers point to poor 
officer training as the root 
of slack discipline and 
slip-shod field operations. 





st the 








While the Philippine Mili- 
tary Academy (PMA) 
maintains a good reputation 





(other Asean countries 
routinely send their top 








cadets there), these elite 
graduates comprise less 
than a third of the officer 





corps. More. telling, PMA 
graduates often land desk 
jobs in M nila: about 90% 









two. light machine guns fo 
defensive purposes only. 
and aré vulnerable even to 
small-arms fire - 









torra,” which are armed with twin heavy 
machine guns and can carry bombs that 
are targeted through grease pencil 
markings on the windshield. The T28s 
have been used to strafe the enemy and, 
most recently, to shake up rebel troops 
during a 28 August military revolt. 

Rounding out the airforce’s equip- 
ment, are half a dozen C130s, a troo 
and heavy equipment transport aircra 
used frequently to shuttle troops, and 
four operational Australian-made No- 
mads. But spare parts for the latter 
are difficult to get under the domestic 
military budget and their engines have 
not been overhauled in years. 

Much equipment that could make a 
difference to the AFP, such as the V150 
armoured personel carrier, remains idle 
for lack of spare parts. The V150"s spe- 
cial “run-flat” tyres make it fast and 
quiet, but they come from only one 
manufacturer, located in the US. Or- 
ders for tyres routinely take 12-18 
months to reach the Philippines. 

Aside from a lack of tyres, the lightly 
armoured V150 has recently run into 
other problems. According to the mili- 
tary, the insurgents now manufacture a 
home-made land mine using an explo- 
sive derived from widely available fer- 
tilisers and pesticides. The AFP has lost 
a dozen V150s, and even more trucks 
and jeeps, to this “appropriate technol- 









ao 









a 


























































































opy” device in the past two years. The 
electronically detonated mines are be- 
coming more and more common. 

Nearly all of the AFP’s equipment, 
except boots, uniforms, M16 field rifles 
and mortars, comes from US military 
aid. This assistance is tied to the bases 
pe Sherr which gives the US the use 
of facilities at Clark and Subic Bay. 
Negotiations for renewal of the agree- 
ment, which expires in 1991, are due to 
start next year. 

But even this aid is much less useful 
than it E ey seem. The aid package, 
signed in 1984 and expiring in 1989, pro- 
vides the AFP with US$85 million a year 
over the five-year period. But it con- 
tains some important caveats. First, all 
US military aid comes on a “best effort 
basis,” which means it is neither fixed 
nor guaranteed. The US administration 
agrees only to do its best in lobbying the 
US Congress for the full amount it has 
promised to give — an arrangement 
common to most US aid clients. 

But Washington’s “best effort” has 
fallen short in Mepa In 1985, the AFP 
received only US$40 million because 
the congress had grown wary of fundin 
a military built up by ant associate: 
with former president Ferdinand Mar- 
cos, ousted in February 1986. In 1986 
the figure rose to US$70 million. And 
this year US congressmen appear will- 





Mixed military results 


Army has success in Mindanao but faces problems in Luzon 








ing to loosen the purse-strings even 
further: the congress has called for an 
additional US$50 million in military aid 
above the originally scheduled — but 
yet to be met — figure of US$85 
million. 

A second hitch in US aid bedevils the 
AFP even more: none of it comes in 
cash. It all represents “credits” good 
only for buying US hardware, most of it 
used. Furthermore, only a fraction of 
the US military su port even deserves 
the label “aid” — 70% of it is in Foreign 
Military Sales Credits, which are loans 
bearing market-rate interest. 


f e therimore, layers of US bureaucr 
straddle the aid arrangement. And, 
according to disgruntled AFP officers, 
they only gum up the supply pipeline. A 
Joint US Military Assistance Group 
(Jusmag) has a staff in Manila of 23 US 
military officers who assess local needs 
and arrange the shipment of spare parts 
and supplies. Jusmag, in turn, clears the 
shipments with the Washington-based 
Defence Security Agreement A ency 
(DSAA). In Washington, the P ilip- 
pine military often finds itself queueing 
up behind dozens of DSAA military aid 
clients from around the world. 
Although AFP officers bewail what 
they call the “painfully slow” process for 
spare parts, US sources point out that 


By John Peterman in Zamboanga and Echague 


ust Outside Zamboanga city on the 

wA of the southwest spur of the island 
of Mindanao is a very important mili- 
tary camp. And the government in 
Manila has reason to feel pleased with 
what has happened here — or, rather, 
not happened — in, the past several 
months. 

The camp’s commander, Maj.-Gen. 
Cesar Tapia, head of the Armed Forces 
of the Philippines (AFP) in Mindanao, 
backed the government during the mili- 
tary rebellion on 28 August (REVIEW, 
10 Sept.), a move of special significance 
gen that more than half of the AFP’s 

6 battalions (each with about 500 men) 
are stationed on Mindanao, the Phili 
pines’ second-largest island. Tapia told 
the REVIEW: “Nota single flag flew red 


side up in Mindanao.” Upnreing the 
national fla s’ 


was the rebe 
legiance to the rebellion. 
Another reason for the government 


sign of al- 


to feel pleased with the Mindanao 
situation is the relative lull in anti- 
government military activity. Since 
1973, Mindanao has witnessed sporadic 
fighting between the AFP and the 


Moro National Liberation Front 
(MNLF), a Muslim separatist move 
ment. s 





The communist New People’s Army 
(NPA) also claims control of parts of 
Mindanao, as do provincial warlords 
in Lanao del Sur and a host of other 
gun-wielding groups. But for now 
this crowded scene is calm. Many 
observers point to Tapia as the key 
payer holding down the lid on regional 
strife. 

But Tapia has had some help. The 
MNLF eppepri to have put itself on 
hold- following aborted “autonomy” 
talks with President Corazon Aquino 
(REVIEW, 27 Aug.). Sources in the area 
say the MNLF is waiting for the next au- 
tonomy plan which the new congress, as 
mandated by the constitution, will draw 
up within six months. 

Despite its recent low-profile, most 
observers say the MNLF has roughly 
the same military strength it had five 
years ago, estimated at about 6,000 
men. The MNLF, through the support it 
enjoys from the Organisation of Islamic 
Conference countries, has always 
fielded better-equipped forces than the 
NPA. 

Even the NPA is quieter. Govern- 
ment officials and businessmen in Zam- 
boanga say they see a distinct drop in 
NPA activity. Tapia said a captured 









«| sown KOREA p an : je effective guard against media 


they’re off! 


e race for the presidency officially begi 5} 


At last, the South Korean people can 

_ A mark it in their calenders — elec- 
tion day: Wednesday, 16 December. A 
red-letter day, marking the first time in 
16 years and the sixth time since the 
birth of the republic that they have been 
given at least the opportunity to choose 
their own leader by popular vote. This 

_ time, however, it comes at a particularly 
critical juncture in the country’s politi- 
cal development. 

After months of speculation, the 
‘government formally announced the 
all-important date on 16 November — 
kicking off the month-long period stipu- 
lated in the newly revised Presidential 
| Election Law for official campaigning. 

If the 79.8% turnout in the 1971 presi- 


will also each have five opportunities in 
which to address the country on radio 
and TV, with the parties holding out the 

ibility of a live debate among the 
eading contenders, 

The crucial test of the 1987 election is 
whether it will be seen to be any fairer 
than the direct elections which enabled 
former presidents Syngman Rhee and 
Park ung Hee to establish a 
strangehold on power for the best part 
of three decades. Lee Jong Chan, a 
senior lawmaker of the DJP and one of 
the architects of DJP candidate Roh 
Tae Woo’s 29 June democratisation 
package, insists it will be. “Our party 
wants free elections,” he said, “because 
if there is election fraud or other corrup- 


dential race and the 85% showing inthe 4 


1985 national assembly elections are 
‘any indication, a high percentage of the 
country’s 25.6 million eligible voters 
will cast their ballots next month. 

Officials of the Central Election 
Eegenen Committee (CEMC), a 
= | special constitutional body charged with 

_ | supervising the election, say South 

| Korea’s new president is likely to be 

| known by the time workers arrive at 
| their offices on the morning of 17 De- 


_ | cember — 69 days before incumbent 


President Chun Doo Hwan officially 
6% down. Final tallies, they say will be 
in the same day. 

Leading presidential contenders 
Roh Tae Woo of the ruling Democratic 
Justice Party (DJP), Kim Young Sam of 
the opposition Reunification Democra- 
tic Party (RDP), Kim Dae Jung of the 
Peace and Democracy Party and former 

è pime minister Kim Jong Pil of the New 
mocratic Republican Party, regis- 
tered their candidacy within hours — 
along with Kim Son Jok of the Unified 
| Democratic Party and Shin Jong Il of 
the Hanism Unification Korea Party. 
Others likely to enter the field before 
the 23 November deadline are Hong 
Suk Ja, South Korea’s pioneering 
woman diplomat and the first woman to 
run for the presidency, representing the 
liberal Social Democratic Party, inde- 
ndent Jin Bok Ki and ibly Park 
i Wan, vice-chairman of the dissident 
Mintongnyon group. 

During the official capai period, 

the candidates will technically have to 

-adhere to regulations which restrict 
them to three public rallies in each of 
the five ial cities of Seoul, Pusan, 
Inchon, Taegu and Kwangju. In prac- 
tice, however, the problem of defining 
what constitutes a rally gives them a free 
rein to campaign as they wish. 


Ya 


* 3 2 
Kim Young Sam; Kim Dae Jung: intense rivalry. 


ay ty 


tion and we win, we will have a prob- 
em.” 

Many analysts suggest a DJP victory 
will be problematic anyway — a Catch- 
22 situation strongly reflected in Kim 
Dae Jung’s acceptance speech at his 
pere seven-hour convention on 12 

ovember. Expressing his conviction 
that Roh can never win a free and fair 
election, no matter how many candi- 
dates there are, Kim told his supporters: 
“Only by fraud is it possible for him to 
be elected. And I am convinced our 
people will never condone such a re- 
sult.” 

The DJP has rejected out of hand 
Kim Dae Jung's call — repeated by Kim 
Young Sam — for a neutral, pan-na- 
tional cabinet to oversee the election. 
Only in this way, he has said, can there 


The candidates and their supporters |_ 


manipulation and the ruling party’s al- 
leged use of the state machinery and 
exorbitant amounts of money. 

TV coverage has already become 
a controversial issue because of the 
way the state-controlled channels have 
been seen to be favouring the DJP in 
their newscasts. Questions have also 
been raised over the government’s al- 
leged use of agent provocateurs to exacer- 
bate the intense rivalry that exists between 
Kim Young Sam and Kim Dae Jung. 

Although the government has yet to 
fix the maximum amount which each 
party will be permitted to spend during 
the official period of the campaign, 
sources say total expenditure among the 
candidates could amount to as much as 
Won 200 billion (US$250 million). 

About Won 1 billion will come from 
the national budget and be distributed 
according to the number of seats each 
party holds in the national assembly. 
Other funds can be raised through the 
private efforts of party members or 


through partisan organisations formed 
MARK CLIFFORD 


Za 


for that purpose. In the»DJP’s case, 
sources said, this could meet up to 70% 
ofits total campaign cash flow. 


An from acting as a collection cen- 
tre for voluntary contributions ear- 
marked for a specific party, the CEMC 
also handles funds solicited from such 
well heeled organisations as the Federa- 
tion of Korean Industries (FKI), which 
must be parcelled out to all candidates. 
It is understood the FKI’s “contribu- 
tion” could be as much as Won 1 billion 
—a form of indirect taxation which does 
not sit well with a coterie of wealthy 
industrialists who have no wish to help 
Kim Dae Jung’s campaign for a start. 
One of the most disturbing features 
of the election itself is still likely 
to be absentee balloting, in particular 
the manner in which South Korea’s 


| 600,000-strong armed forces vote — a 
| major issue during negotiations be- 


tween the DJP and the RDP over elec- 





the DSAA/Jusmag arrangement is in- 
tended as a long-term stock replenish- 
ment system only — not a crisis centre. 
But the financially strapped AFP ap- 
pears always to be in a state of crisis. 

A sheer lack of currency in the 
domestic military budget explains part 
of this. Efforts to establish a network of 
“military support points’ — local 
warehouses, which would stock spare 








parts, supplies, ammunition and 
mechanics — branching out to the pro- 
vinces, have failed for lack of funding. 
Apart from this, however, the AFP 
is bogged down in its own red tape. In 
one recent example, marines on patrol 
had to boil coconuts to get lubricating 
oil for their rifles. When the military 
checked into this, they found pallets of 
gun oil and cleaning kits stockpiled at a 





NPA document shows a 25% fall in 
“mass base” support for Mindanao’s 
communists since mid-1985. 

Some of the reduced support for the 
NPA, the AFP says, is because of step- 
ped-up “active patrolling.” But blun- 
ders by the NPA’ have also hurt its 
cause. In Davao the NPA nearly self- 
destructed in an orgy of purges aimed at 
ridding the organisation of “deep pene- 
tration agents” planted by the military. 

The communists also admit that the 
fall of former president Ferdinand Mar- 
cos and the popularity of Aquino 
(whose election they boycotted) has 
taken its toll. Whatever the reasons, 
civilians in Mindanao’s two largest cities 
of Zamboanga and Davao welcome the 
respite. 


B: at the opposite end of the Philip- 

ines, the military situation is nota- 
bly different. At Echague, home of the 
AFP’s Northern Command (Northcom) 
overseeing military operations from 
Bulacan province, to the near north of 
Manila, up to Ilocos Norte province at 
the northern tip of Luzon, AFP’s 
officers and soldiers appear resigned to 
aa lack of effectiveness against the 

A. 


The last two occasions the camp’s 
Huey helicopter flew it was not to en- 
gage the enemy, but to airlift out of the 

ierra Madre mountains the bodies of 

dead soldiers — a sign of stepped-up 
NPA activity in the area. 

Moreover, the NPA seems en- 
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trenched, having operated in this part of 
Luzon since the early 1970s. Between 
Echague and Tuguegarao, 130 km to 
the north, lie four military camps. Yet 
all along the highway linking the camps, 
the NPA taxes buses daily. The rebels 
surreptitiously taxed the public mini- 
bus this correspondent took be- 
tween the camps outside the town of Il- 
lagan. 

Col Jose Hidalgo, commander of the 
Philippine Constabulary camp in 
Tuguegarao, registered little surprise at 
news of the incident. And he confirmed 
other reports that the NPA’s bus com- 
pany takings were nothing compared to 
the amount it reaps from logging firms. 
The military estimates that the NPA 
extracts P2 million (US$96,385) per 
month from the logging industry in 
Cagayan province alone. It claims 
further that the NPA gets more money 
from the area than the government 
spends on the northern command. 

One tactic launched by Northcom 
commander Brig.-Gen. Felix Braner to 
weaken the NPA’s tax-base in central 
and northern Luzon, is called Taskforce 
Spider. The taskforce, with six officers 
and 165 enlisted men, holds seminars in 
small towns to teach local leaders the 
“evils of communism.” Taskforce dep- 
uty director Col Marcial Dalope told the 
REVIEW that his group aims to “meet 
the communist propaganda head-on 
and win back the masses.” 

But the job facing this single 
taskforce is enormous. The area in- 


camp in Luzon. The camp's logistics of- 
ficer said his orders made it clear that no 
oil could leave the camp until he re- 
ceived “payment” from the field com- 
mands. But the field commanders either 
knew nothing about the supplies, had 
ignored accounting procedures, or sim- 
ply did not have enough “accounting” 
credit to pay for the badly needed oil. 

— John Peterman 





cludes the whole of Luzon north of 
Manila, and the organisation and secu- 
rity precautions mean that no more than 
a couple of “dialogues” with local lead- 
ers can be held each month. Other offi- 
cers are openly sceptical of the effort. 
They say the taskforce visits a town only 
pace, while the NPA returns day after 
ay. 

Another AFP commander in the 
north heads a different type of task- 
force uninterested in “dialoguing” (sic) 
with anyone. Col Rudolfo Aguinaldo, 
former provincial commander of 
Cagayan, openly supported the 28 
August revolt of Col Gregorio Hon- 
asan. 

But instead of drumming out of the 
military the wayward colonel, Braner 
gave Aguinaldo his own taskforce call- 
ed Kappia,-meaning peace. Kappia is 
made Si of former NPA guerillas who 
have surrendered, former local mem- 
bers of the Civilian Home Defence 
Force and a few army regulars. The 
reason for Braner’s move is simple to 
understand: Aguinaldo and his rag-tag 
band fight the NPA, and they fight 
well. 

Other commanders in the area vouch 
for Kappia’s effectiveness. They say 
that Aguinaldo’s no-nonsense guerilla 
tactics, which have won him local noto- 
riety, have pushed groups of insurgents 
south out of Cagayan. As Col Hidalgo 
told the REVIEW: “We don’t care which 
way he flies his flag, as long as he gets 
the job done.” Oo 





and joint ventures abroad, we're 
working with our partners to pro- 
mote economic growth and free 
market systems in other countries as 
well as our own. 

Backed by an aggressive com- 
mitment to R&D, our 70,000 em- 
ployees are putting Lucky-Goldstar 
technologies and experience to work 
in such famous success stories as 
Mahaiac Electric in Thailand, SABIC 


in Saudi Arabia, and Goldstar of 
America in Huntsville, Alabama. 

Take time to get to know us 
better. Contact the Business Devel- 
opment Dept., Lucky-Goldstar Int'l 
Corp., Yoido PO. Box 699, Seoul, 
Korea. Phone (02) 785-5694, Telex 
K27266 LGINTL. 


22 LUCKY-GOLDSTAR 


Business Fields of Lucky-Goldstar Companies: 


Chemistry and Resources OLucky, Ltd. QHonam Oil 
Refinery O Lucky Advanced Materials O Korea Mining & 
Smelting Electric and Electronics [Goldstar Co, Ltd, 
OGoldstar Semiconductor OGoldstar Electronic 
Devices (Goldstar Telecommunication CGoidstar 
Electric OGoldstar-Alps Electronics Goldstar Precision 
(Goldstar Industrial Systems OGoldstar instrument & 
Electric (Goldstar Electric Machinery OGoldstar- 
Honeywell (Goldstar Cable Services C Lucky-Goldstar 
International O Lucky Securities 0 Pan Korea insurance 
Goldstar investment & Finance O Pusan investment & 
Finance ClLucky Development CLucky Engineering: 
OHee Sung Systems Technology Management Public 
Services & CiLucky-Goidstar Sports The Yonam 
Foundation e Yonam Educational institute... 
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The new COMPAQ DESKPRO 386/20" 


he world now has two new 
nchmarks from the leader 

high-performance personal 
computing. The new 20-MHz 

OMPAQO DESKPRO 386/20 and 

e 20-lb., 20-MHz COMPAQ 

ORTABLE 386 deliver system 
performance that can rival 
minicomputers.. Plus they intro- 
duce advanced capabilities 
ithout sacrificing compatibil- 
y with the software and hard- 
ware you already own. 



















It simply works better. 


Both employ an industry- 
standard 80386 microprocessor 
and sophisticated 32-bit architec- 
ture. Our newest portable is up 
to 25% faster and our desktop is 
actually up to 50% faster than 
16-MHz 386 PC's. But we did 
much more than simply increase 
the clock speed. 

For instance, the COMPAQ 
DESKPRO 386/20 uses a cache 
memory controller. It comple- 
ments the speed of the micropro- 


cessor, providing an increase in 
system performance up to 25% 
over other 20-MHz 386 PC's. It’s 
also the first PC to offer an op- 
tional Weitek™ Coprocessor Board, 
which can give it the performance 
of a dedicated engineering work- 
station at a fraction of the cost. 

They both provide the most 
storage and memory within their 
classes. Up to 300 MB of storage 
in our latest desktop and up to 
100 MB in our new portable. 


ig Kong, Microware U.S.A, Limited, Tel. no.: 471289, Tix. nos 89586. Indonesia, Gmkom, Jakarta, Tel. no. 361343, Tis. no. 663651. Malaysia, Microcomputer Centre, Kuala 
na/Minzu Hotel, Tel. no.: 568541 ext. 2957/2958, Tix. no.: 22848. People’s Republic of China, Eekon — Hong Kong, Tel. no: 714028, Tix. no.: 76626. Philippines, Datronics. Manila, 




















and the new 20-MHz COMPAQ PORTABLE 386" 


Both use disk caching to inject 
more speed into disk-intensive 
applications. 

As for memory, get up to 16 MB 
of high-speed 32-bit RAM with 
the COMPAQ DESKPRO 386/20 
and up to 10 MB with the COMPAQ 
PORTABLE 386. Both computers 
feature the COMPAQ" Expanded 
Memory Manager, which supports 
the Lotus’/Intel*/Microsoft* Ex- 
panded Memory Specification 
to break the 640-Kbyte barrier. 


Lumpur, Tel. no.: 7188332, Tix. no.: 37830. Pakistan. Computer Graphics and Systems, Lahore, Tel. nos 237283, Tix. no: 24492. Peop 


With these new computers 
plus the original COMPAQ 
DESKPRO 386", we now offer 
the broadest line of high- 
performance 386 solutions. 
They all let you run software 
being written to take advantage 
of 386 technology. 

And to prove it, from now until 
December 31, 1987, we're including 
Microsoft. Windows/386 Presenta- 
tion Manager free with your pur- 
chase of any COMPAQ 386-based 


PC. It provides multitaskin; 
capabilities with today's DO 
applications to make you cons 
erably more productive. Bu 
that's just the beginning. Fo 
more information, see the listing 
below to call the Authorized _ 
COMPAQ Computer Dealer 
nearest you. 









Intel, Lotus, Microsoft, and Weitek a 
trademarks of their respective compani 
©1987 Compaq Computer Corporation 

All rights reserved. ae 


le's Republic of China, Computer! and 


Tel, no.: 818-2703. Tix. no: 23232. Singapore, Computer Industries Ltd., Tel. no.: 225836, Tix. no.: 22907. Thailand. Olympia T! hai, Bangkok, Tel. no.: 2340770, Tix. nos 20191. 
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We never close 
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A long haul flight can indeed be a long haul. Particularly at night. But when our passengers 
fall asleep, we stay wide awake. At Cathay Pacific, we carry more cabin crew than most other airlines. 
Which means there’s always someone there to bring a drink, make a coffee or fetch another 


blanket. On Cathay Pacific, you see, we do everything possible to help our passengers arrive in better shape. 
Even the insomniacs. 





Arrive in better shape— 












cent weeks, the still-thriv- 
ing community of Hongkong has given 
every appearance of coming unglued at 
the seams, its leaders seemingly strip- 
ped of any of the sureness of touch they 
may once have possessed. 

> As our readers will know, the ebul- 
lient Ronald Li, chairman of the Hong- 
kong Stock Exchange, persuaded his 
broker colleagues into the panicky and 


for four days. When a journalist ques- 
tioned Li at a press conference about 
the legality of his move, he flew into a 
rage, demanding the pressman’s arrest. 
Li’s fury and China’s press comment 
swiftly took on racialist tones (the 
pressman was a “foreign devil”). Pre- 
sumably, Li’s PR adviser (former senior 
-i Hongkong official Denis Bray) was put- 
` ting the best face possible oñ the affair. 
However, Li will be denied the services 
of another senior ex-bureaucrat: Dou- 
glas Blye, the former secretary for 
-monetary affairs, has been refused per- 
ission to become chairman of Club Vol- 
, agirlie nightclub partly owned by Li. 
E second petty tantrum was- in- 
‘| dulged in by. Financial Secretary Piers 
| Jacobs. He had weakly acquiesced in 
; the market closure and gone on to com- 
<| mit large sums of public money to res- 
+ cue the runaway futures market. These 
actions were subject to wide, and ex- 
emely cogent criticism, in particular 
‘om David Liof the Bank of East Asia, 
member of the Legislative Council 
(Legco) representing the banking and 
financial sector of the community. He 
questioned the rescue package and 
‘| suggested that the Futures Guarantee 
Corp.’ should have been required: to 
shoulder the responsibilities inherent 
in itsname. 
Jacobs reacted to David Li in terms 
similar to those used by his uncle, 



















best of terms), to denounce the probing 
pressman. He characterised’ the criti- 
cisms and counter-proposals as “wholly 
irresponsible,” and alleged that they 
would have required the closing out of 
futures contracts at arbitrary prices. ` 
_ Banker Li, Fm glad to report, gave 
this the treatment it thoroughly de- 
. served: “Only someone who lacked 
basic understanding -of the problems 
could have attributed such an idea to 
me,” Li said, adding: “I'm afraid he had 
the wrong Mr Li.” Proper contempt. 
David Li possibly felt that being at- 
tacked by Jacobs was akin “to being sav- 
-aged by a dead sheep.” 
© SHORTLY thereafter, the govern- 
ment announced the findings of an exer- 
cise allegedly mounted to ascertain the 
community's wishes on political reform. 
It only needs a glance at the questions 
put to the small sample surveyed (as re- 
‘ported in Emily’s Lau’s admirable ac- 











ly rigged 


self-serving decision to close the market | 


Minimise the voices _ 








Ronald Li (with whom he is not on the | 


count in last week’s REVIEW on pages | 
to conclude that the survey was- 





of those who want direct elections. Of 
those who separately communicated 
their opinions to the survey office, the 
groups which signed identically printed 
forms opposing elections were counted 
(two such groups were the brokers, en- 
couraged to oppose democracy by 
Ronald Li and the Stock Exchange com- 
mittee and employees of China~-owned 
enterprises). On the other hand, almost 
a quarter of a million people who signed 
a statement supporting elections were 


summarily ignored (on the grounds that | 


what they had done was to participate in 
a “signature campaign”). 
@ THE criticisms of this taking of the 
soundings were also lively and cogent. 
In Legco itself the main assault was 
launched.by Pang Chun-hoi and Martin 
Lee (differentiating between the Lees 
and Lis of Hongkong is as difficult as 
separating the Kims who lead South 
Korea’s opposition). Evidently the au- 
thorities felt beleaguered, and so Hong- 
kong was treated to yet another tan- 
trum, this time from Chief Secretary 
David Ford: He started off with a lie di- 
rect: “All the views which were sent into 
the Survey Office, in one form or 
another, have been carefully and.com- 
penen oy recorded and presented.” 
ey were not; many were discounted. 
Ford went on to lament those who 
had cast doubt on the integrity of the 
survey and the sincerity of the govern- 
ment’s desire to consult the people — 
cynics who had earned the authorities’ 
“deep”. resentment. “The government 
is not a machine,” he said; “It is made 
up of people, people who care about the 
future, who care about the future of 
their children, people who above all 
care deeply about Hongkong.” The ob- 


-vious implication. is that those who criti- 


cise or who mistrust the official motiva- 
tions do not care about the future, their 
children’s future or about Hongkong — 
which is arrant nonsense. He warmed to 
his theme: the critics were doing “a 
grave disservice to the community. For 
the life of me, I find it difficult to see 
what they hope to achieve. If they are 
playing politics, they are indeed playing 
a dangerous game.” 

Now I could name dozens of Hong- 
kong community leaders who are really 
playing politics — those who have made 
policy. U-turns, who have ingratiated 
themselves in the right Chinese quarters 
and who are even now paying tribute, 
with an eye on the main chance. But for 
the life of me I find it difficult to. ascribe 
such motivations to the admittedly few 
but courageous voices who refuse to 
join in the chorus singing Hongkong’s 
present creed. 

@ THIS creed is a fuzzy one, partly be- 
cause it is difficult to tell how many ac- 
tually believe in it and how many pay it 
lip service. It is dedicated to.optimism 
about the future. It believes in largely 
untrammelled: and unregulated capi- 
talism. It does not trust the people 

























and mistrusts democracy (which 
equates with. welfare states and fr 
lunches). Its patron saint is Deng Xia 
ping and its bible is the modernisation 
China. It is realist in that it recognise 
that no trust can be placed in Lo 
and that the main task of the Hon 
Government is to ensure a smoc 
transition by means of “converg 
with China’s wishes. It accepts that wh 
China says will go. 
`> But it holds fast to thet 
those negotiating on Hongkong’s be 
can successfully educate and persu 
Peking to accept both the letter an 
spirit of the Sino-British deal for 199 
is not interested in the mountin, 
dence to the contrary in vital areas 
as the supremacy of Hongkong’s co! 
elections to the legislature, the a 
bility of the executive, the free 
the press and so on. Very reasona 
assumes China’s goodwill: less reasor 
bly, it assumes Peking’s ability to imp! 
ment that goodwill. 
But anyone who is not ready to ta 
the blind leap of faith into the dark 
guilty of heresy. Savanarola-like, Fo 
ended with an astonishing thre: 
“Those who continue to make [accus 
tions] in the misguided belief that 
are dealing with a lame, duck will d 
cover they have a tiger by the tail, a 
not a paper tiger either.” i 
© HOWEVER one reads: that 
translates it, for that, matter — it 
threat, albeit not one which carries 
conviction of strength. Ford mus 
realised that his words rang like tt 
vous yapping of a puppy. He later 
tracted, quite graciously. He had n 
meant to threaten, he said. “In any case 
my wife told me that she does not thin 
the tiger skin suited me too well. Itisn 
in keeping with my character.” G) 
cious, yes; but with overtones 
Richard Nixon and his dog Cheque: 
è THREE outbursts by rattled 
not auguring well for a confident | 
and helping to nurture the very mistru 
they all deplore. “J 
The plain fact is that promises : 
being broken. In January 1985 the B 
tish Government assured parliamen 
that it would be “responsible for the ad 
ministration. of Hongkong until 1 Jul: 
1997. That includes responsibility 
constitutional development.” “Fo 
Hongkong chief secretary David Ak 
Jones repeated the promise late 
that year: Peking had made it clear 1 
“it is our responsibility to run Hi 
kong in the next 10 years. Therefo 
we do not have to consult them.” No 
only is consultation regularly taki 
place, but in many areas Peking’s wishes 
are being deferred to. Those whoargu 
that such bending-before-the-prevail 
ing-wind is the only way to smooth th 
transition (and allow the British to with. 
draw gracefully) have no right to ace 
those worried by such tactics of not c 
ing about the future. ; 












































































































‘0 Indian who lived through it can - 
N possibly forget the trauma of India’s 
ar with China in the high Himalayas, 

began on 20.October 1962. On 
day, China launched. a massive 
ion. of Indian. „border. areas of 






































lakh, in the northwest, and North- . 


t Frontier Agency — since renamed 
.runachal Pradesh.. 

. Tension in the ‘remote. mountains 

had been escalating for some years. 

lashes between rival patrols were also 

coming more frequent and. bloodier. 

ven so, the major Chinese offensive 

10 India totally by surprise. What fol- 

wed was mortifying. 
_ Worse than a quick succession of 
ilitary reverses was the almost over- 
ight, collapse of national morale. that 
as-not to be restored fully until India’s 
ctory in the war with Pakistan for the 
beration of Bangladesh nine years 
ter, Since the Chinese achieved their 
bjective within a month and then an- 
ced a unilateral ceasefire and with- 
wal, most Indians saw the border 
as both a military debacle. and na- 
al humiliation. 

At the same time, there was a tre- 

endous upsurge of patriotic fervour 

id pervasive outrage against what was 

nerally seen as Chinese perfidy in re- 

turn for effusive Indian friendship and 

e virtually one-man crusade for seat- 

2! China in the UN launched by India’s 

‘st prime minister, Jawaharlal Nehru. 

Twelve years after the event, B. N. 

ik, who was India’s formidable in- 

nce chief practically all through 
the Nehru era, published a book on the 
no-Indian war, Its title, Chinese Be- 
al, aptly summed up the sentiment of 
generation of Indians brought up on 

e euphoric slogan of the 1950s, “In- 

ans and Chinese are brothers.” 

‘hina, however, was not. the only 
rget of the Indians’ rage. Much of this 
anger was also directed against one 
other. In an orgy of mutual bickering, 
then president S. Radhakrishnan, took 
lead to denounce the government 
for its “credulity and negligence.” Mul- 
lik’s tome was a very belated addition to 
avalanche of largely self-seeking in- 
stant books in which the “guilty men of 

1962” tried to exculpate themselves 

while blaming everyone else. 

To explain even briefly all that went 
ng is a difficult. task. For the situa- 
, as Nehru’s official biogra her, S 

Gopal, remarked later, was so. bad that 

“it not been true, it would be dif- 






































t to imagine.” However, an attempt . 


t be made 
hru; despite his remarkable in- 


e Sino-Indian war. 
ooking back 25 years 











sight into China’s nationalistic, expan- 
sionist and aggressive tendencies, had 
somehow ‘convinced himself that while 
there might be minor clashes, with In- 
dian and Chinese patrols criss-crossing 
each other, the Chinese would “do no- 
thing big.” And if the Chinese did do 
something big, he was equally certain, 
the Sino-frdign conflict would turn into 
a wider and possibly nuclear war. 

To hold Erm to these disastrous be- 
liefs was Nehru’s mistake. His greater 
misfortune was that he was ill-served by 
his advisers, a bunch of craven dip- 
lomats anxious to tell him only what he 
wanted to hear, incompetent generals 








a 


with no clue to geo-strategy or moun- 
tain warfare and an intelligence chief 
who had stayed at his elbow for too long 
and had become unduly influential. 

The principal butt of the people’s in- 
dignation was V. K. Krishna Menon, 
Nehru’s man Friday and defence minis- 
ter, who had played favourites and thus 
eroded the morale and cohesiveness of 
the Indian officer corps. His belated dis- 
missal from the cabinet did not fully as- 
suage the inflamed public. opinion. 
Nehru’s own towering stature also took. 
a knock. Eighteen months later he died 
a broken man. 

In the perspective of a quarter of a 
century, India takes a more realistic and 
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relaxed view of what happened in 1962. 
More confident of themselves than ever 


| before, most Indians now kick them- 


selves” for having treated minor, though 
admittedly serious, military reverses as 
a major national disgrace. 

The intervening period has also de- 
molished the myth, fostered by China 
and its habitual Western apologists, that 
India “started” the war by pushing for- 
ward its posts in Ladakh in the middle of 
that year. Field Marshal Lord Carver 
has since shown that the Chinese divi- 
sions that rolled down the mountain 
slopes on 20 October could not have 
been deployed i in less than a year. 

A dispassionate analysis of the fight- 
ing also shows that while the men of the 
Indian army fought valiantly, despite 
overwhelming odds, it was the collapse 
of the military leadership that disgraced 
the army and the country. . 

Lieut-Gen. B. N. Kaul, a military 
bureaucrat. of prodigious energy and 
even greater ambition, had no combat 
experience. But he was close to Menon 
and was hand-picked to be the corps 
commander in the northeast. 

This proved to be a catastrophic de- 
cision. A divisional commander under 
Kaul was able to bamboozle him into 
agreeing to. a totally unjustified with- 
drawal of the famous 4th Infantry Divi- 
sion, which became the starting point of 
the rout. Kaul’s seniors, includi ing the 
chief of the army staff Gen. P. N. 
Thapar were scared of Kaul’s political 
clout and let him have the final word. 
H owever, much good came out of the 

mess made by the incompetent mili- 
tary leadership. Plans to expand, re- 
organise, modernise and streamline In- 
dian defences, which have borne fruit, 
might not have been initiated but for the 
debacle on the bleak heights. 

Earlier this year, there was renewed 
tension between India and China along 
the border in the northeast, with both 
sides mobilising. and moving their 
defences forward. Many, including 

India-haters. and China-wor- 
shipper: he West, gleefully forecast a 
replay of 1962 on the old battleground 
with almost identical results. 
If nothing of the kind has happened 
















and, indeed, the tension has subsided 


even while the troops of the two sides 
remain very close to each other in about 
a dozen places, one of the reasons is that 
the Chinese know as well as the Indians 
that the military situation has changed 
dramatically in the past 25 years. 

This lesson was driven home to 
China way back in 1967, when. the 
Chinese came out second best i in the last 
























| widen the area of their dialogue to in- 












| tion of Sikkim,” but-this is no way af- 
fects the situation on the ground. 
Another reason why the rising ten- 
sion did not get out of hand was the 
realisation by both sides that they had 
“misread each other’s intentions. Each 
has taken steps since then to reassure 
* the other that it has no “warlike intent.” 
“This does not mean that the prob- 
lems between India and China, princi- 
pally the border dispute, will be put out 
of the way easily or quickly: On the con- 
trary, there has been a noticeable hard- 
ening of the Chinese stand on the bor- 
der issue. But it does mean that in their 
current and future dealings, India and 
China are unlikely to go beyond the 
brink. í Di 
» Although the eighth round of talks 
between officials of the two countries 
| on the border issue began on 13 
November, it is generally believed that 
a border settlement will take a long 
time. India is therefore veering round to 
the view that lack of progress on the 
boundary issue should not be allowed to 
impede improvement of relations: in 
| other fields. Both sides seem inclined to 


clude world issues of common interest 
and to elevate it to the political level. 
Tibet has always been. ‘intimately 





connected with Sino-Indian problems. 
Indeed, India and China confront each 
other at the Himalayan border only be- 
` cause China could convert its. notional 
| “suzerainty” over Tibet — conceded by 

British India only as a ploy keep the 
Russians away from the roof of the 
world — into physical occupation, as it 
did in 1950. 

Nine years later, when the Dalai 
Lama fled Chinese repression of the 
Khampa revolt and took refuge in 
India, the Sino-Indian border differ- 
ences were exacerbated. Although the 
Tibet problem has once again exploded, 
the situation is vastly different. 

Unlike in the past, China has no 
reason to doubt Indian intentions about 
troubled Tibet. The Indian Govern- 
ment has gone out of its way to reiterate 
that it treats Tibet as an autonomous re- 
gion of China. It has also firmly told the 
Dalai Lama — whom it describes as a 
“religious and spiritual authority,” not a 
political one — to desist from any anti- 
Chinese activity on India soil. 

Events in Tibet may slow down the 
Sino-Indian dialogue but they are un- 
likely to have any baneful effect on it. 
Improved relations with India will in- 
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India tries to bend a crusading newspaper 





deed enable China better to handle its 
„woes in Tibet. [a] 









By Salamat Ali in New Deihi 
he battle between the ruling Con- 
gress party and its arch media foe, 
the Indian Express newspäper chain, 


has intensified. For several months the ` 


Express has been crusading against al- 
leged official corruption and ineffi- 
ciency and now the government has 
begun to strike back. The authorities 
have used an industrial dispute at the 
New Delhi edition of the daily, al- 
leged infractions by the publisher of im- 
port regulations and irregularities 
in the use of government-leased land 
which houses the daily’s printing 
plant, to decimate the publishing 
group. i 
Striking employees in New Delhi 
closed down its edition in the capital in 
mid-October, though the. Express has 
continued to publish its 10 other edi- 
tions and a host of sister publications in 
the country. The strike has all the signs 


of being more than an industrial dispute ` 


because 600 of the 670 employees re- 


ported for work by 15 November. But | 


they could not enter the newspaper’s of- 
fice because the police failed to prevent 
violence — by the striking few. and 
others — despite a court order to ensure 
that those willing to work would be al- 
lowed entrance “without let or hind- 
rance.” 

The police seemed reluctant to carry 
out the court order. The small group of 
strikers, beefed-up by ruling party sup- 
porters, has been camping outside the 
daily’s office. The group. has been keep- 
ing itself busy by watching video films 
and TV programmes. Two vehicles at its 
disposal regularly bring them -hot 
meals: It is not known who pays for 
the food, entertainment and trans- 
port. , 
‘Arun Shourie, the fiesty editor who 
has been at the forefront of the daily’s 


crusade against Prime Minister Rajiv 


Gandhi’s government, earlier commit- 


ted the mistake of enlisting the support ` 
of opposition parties to overcome the 


strikers who had reneged on an agree- 


| ment which met most of the employees’ 
| demands. He discovered that his oppo- 
| sition ‘backers were no match for the 
| strikers supported by the Congress. The 


police barred entry for Shourie’s crowd 
on the grounds that they were merely 
preventing a breach of peace. Into the 
bargain, Shourie earned the ill-will of a 
large section of journalists and other 
newspaper employees in New Delhi, 
who saw it as a case of political 
hooliganism injected into an industrial 
dispute. ~~ cE 

Not content with the closure of the 


New Delhi edition 





‘the-capital along with its printing p 


-by not keeping vacant the required 








of the Express, the | reasoning. = 




































government has since served notice 
confiscate the newspaper's buildin 


housed in the premises. The authoritic 
have asked the tenants of the Expre. 
building — some of India’s top busine 
houses — to pay their rent to the publ 
exchequer instead of. paying it to. 
publishing group. The Express has 
its office on state land leased to iti 

petuity. The government has ace 
the Express of violating the lease 


portion of the land, subletting p 
the building without official app 
and using a portion of the basemen 
newspaper offices rather than for si 


age. 
j Earlier in the year, after the Expre. 
launched its campaign against corru 
tion in high places, the gover 
began investigating the group for mi 
ing an import licence- for prin 





the one licensed and that it was installed 
in.a city not covered by the licence. Th 
Express management argues that bo 
in the matter of the import licence a 
the use of the building, its practice 
not different from that of other nev 
papers. 
Ramnath Goenka; the proprietor | 
the Express, said on 15 November th 
during the previous 45 days, as many 
10 prosecutions were launched against 
his newspaper empire. Some 25 sho 
cause notices were also served and “se 
éral of us, including myself, have bee 
interrogated again and-again.” He % 
leged that his newsprint quota had n 
been released by the government sir 
September. Newsprint, being in sho: 
supply in India, is imported by the g 
ernment and distributed to consu 
under a quota system based on prov 
circulation. Lhe : 
The government argues that thet 
plementation of laws cannot be held 
abeyance merely because the offend 
happens to be a newspaper company. 
is not a question of curbing the freedo: 
of the ps but of ensuring the equal 
of all before the law, goes the offi 
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[ARTS & SOCIETY SEPARATISM | 


Marx was wrong about 


the national question 


By Mervyn de Silva in Colombo 


S' Lankan Marxists have run into 
a problem of terminology. How 
should they describe the proscribed 
People’s Liberation Front (JVP) that 
now stands accused of organising the 
Sinhalese uprising against the govern- 
ment’s offer of regional autonomy to 
minority Tamils Phi of attempting to as- 
sassinate President J. R. Jayewardene? 
The problem, actually, is not confined 
to Marxists alone. Pravda does not have 
the answer, but neither do international 
media and Western diplomats. With his 
ride in doctrinal clarity and superior- 
ity, and his passion for 
theoretical disquisi- 
tion, it is the Marxist- 
Leninist, however, 
who finds his own ad- 
mission of intellectual 
uncertainty a distinct 
embarrassment. 

The opposition to 
the peace accord that 
sparked the violence 
is spearheaded by 
former prime minister 
Sirima Bandaranaike’s 
Sri Lanka Freedom 
Party (SLFP), large 
sections of the clergy 
and the JVP. Pravda is 
tactful enough to use 
the broad brush. It de- 
scribes them as con- 
sisting of “Sinhalese 
chauvinists and leftist 
extremists.” But is the 
JVP really leftist? The 
pro-Soviet communist 
party begs to differ. CP leaders, who 

now that the mob was keen on burning 
the party's printing press, used terms 
like “racists, neo-fascists” and “petit- 
bourgeois chauvinists.” 

The parent leftist movement, the 
LSSP (Equality Party) introduced Mar- 
xist thought to Sri Lanka in the mid- 
1930s. The Stalin-Trotsky dispute led to 
its first schism. Opposing attitudes to 
World War II made the Trotskyist LSSP 
and the Stalinist CP the fiercest of foes. 
The LSSP’s top theoretician, Hector 
Abayvardana, confesses that the party 
is still searching for a “correct charac- 
terisation” of the JVP. 

Doctrinal issues do not bother the 
81-year-old Jayewardene, though half a 
century ago he did produce a little tract 
entitled Buddhism and Marxism. The 
problems of power and practical politics 
are his basic concerns. 

The JVP's self-proclaimed devotion 
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to “people’s liberation” does not im- 
press him. He recognises the enemy for 
what itis. The JVP is branded “southern 
Sinhalese terrorists,” as distinct from 
“northern Tamil terrorists.” Geography 
and ethnic identity, not ideology, are 
the defining marks. In a paper pub- 
lished on 20 September, the Committee 
for Rational Development (CRP), an 
independent think-tank, has put into 
circulation a new term, “ethno- 
populism” or “Pol Potism,” referring to 
both the JVP and the Tamil Tigers, 
the main separatist guerilla group. 





“Though one strand is a proponent 
of Sinhala nationalism and the other of 
Tamil nationalism, they share a com- 
mon thread, both ideologies are exclu- 
sive and intolerant, both draw their 
sustenance from primordial ethnic 
loyalties even though their writings 
carry a generous sprinkling of Marxist 
and other political science jargon.” 

In the age of ethnic resurgence, an 
intensely re-awakened and reassertive 
group identity, the Marxists have a dual 
problem which makes their dilemmas 
pansa, The problem covers the over- 
apping domains of theory and practice, 
one an intellectual legacy of the found- 
ing fathers and their principal interpret- 
ers, the other the direct, immediate 
challenge of a contemporary political 
phenomenon. “Marxism,” writes Gail 
Omvedt, an American Marxist scholar 
studying popular movements in India, 
“is in danger of stagnating while other 





political forces grasp the leadership.” 

The late 20th century is the age of 
identity, an era of a dramatically re- 
awakened and intensely reassertive 
nationalism, with an astounding capa- 
city for political mobilisation, and intran- 
Sigent, aggressive, self-sacrificial and 
demonic in its modes of expression. 
Armed with “class analysis,” Marxist- 
Leninism finds itself hopelessly ill- 
equipped to cope with this sudden, 
overwhelming challenge. 

For his latest work on the unresolved 
debate on Marxism and nationalism, 
the Argentinian scholar Ronaldo 
Munck has chosen the title The Dif- 
ficult Dialogue. Interestingly, Munck 
teaches at the University of Ulster. It 
was the dogged Irish resistance and the 
struggles of oppressed nationalities in 
Tsarist Russia that provoked Marx and 
Engels to reconsider their original views 






























on what Marxists call “the national 

uestion.” But at the end of the day, 
their abiding faith in the unifying force 
of capitalism and an ever expanding 
world market prevailed. The ethnic re- 
vival mocks this thesis. Nationalism has 
emerged as the most powerful of unify- 
ing forces, often paying scant respect to 
state borders. 


N owhere is this more evident than in 
the so-called Third World where, a 
few decades after de-colonisation, ag- 
grieved and alienated nationalities are 
re-discovering and re-defining nation- 
hood, almost always in blood. Fiji, a 
tourist arcadia, is the latest, and least 
violent, example; Sri Lanka, the even 
more fabled Indian Ocean paradise, is 
the most harrowing. The primary al- 
legiance to “nation” is proving far 
stronger than loyalty to “state.” 

In the capitalist stage of history, 
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Marx predicted, the modern state 
would guarantee the eventual elimina- 
tion of pre-capitalist ideologies and the 
extinction of all residual traces of feudal 
consciousness. The working class, 
rapidly increasing in number and or- 
ganisational power, would lead the way 
to liberation and socialism. 

The prophets were guilty of a grotes- 

ue Eurocentric aberration in drawing a 
simplistic distinction between “historic” 
and “non-historic” nations. It is in the 
backward “East,” meaning today’s 
Third World, that the banners of 
nationalism are being unfurled. In the 
advanced, industrialised West, the pro- 
letariat, Marx’s great white hope for 
revolution, has taken its wages home to 
watch football on TV. The working 
class has launched no frontal assaults on 
capitalism. Guerilla attacks have been 
led, as Prof. Immanual Wallerstein 
noted, by “diversionary sectors” and 
interest-groups — students, Blacks, 
feminists, environmentalists and peace 
movements. 

The socialist system has not been 
invulnerable either. Hungary and 
Czechoslovakia, the advent of Solidar- 
Ny in Poland are illustrative. Icosova in 

ugoslavia remains an area of chronic 
ethnic turbulence. In observing sub-sur- 
face regional frictions in the labour un- 
rest that recently swept Yugoslavia, 
analysts focused on another crucial as- 
pect of the problem — uneven develop- 
ment and its impact on region-based 
nationalities. Such groups perceive the 
“centre” as a hostile source of domina- 
tion (political and cultural, the centrali- 
sation of authority and the imposition of 
majority symbols such as language and 
religion). 

Marxist literature deals exhaustive- 
ly with colonialism. The articulate 
mobilising agents of local and regional 
nationalism today arm themselves with 
the critique of “internal colonialism.” 
The rhetorical rallying cry is separatism, 
their real demand is cultural r i- 
tion, fairer power-and-resource shar- 
ing. When riots broke out in Alma Ata, 
Kazakhstan, many Western commen- 
tators saw it in terms of Gorbachovian 
“modernisation” pitted against back- 
ward (Asian) provincialism. Other 
analysts, perhaps over-eager to revive 
the old theory of the Soviet Union's 
“soft under-belly,” stressed the spill- 
over consequences of the Islamic revival 
and the demonstration effect of the Af- 
ghan war. 

In the same context, it is South 
Asia’s complex ethnic mosaic in general 
and the fragile multi-ethnic policy of 
Pakistan, the West's frontline ally, in 
particular, which deserved closer atten- 
tion. Islam, especially its aggressive 
Shia variety, and the fall-out of the 
Afghan war are not only de-stabilis- 
ing the frontier but promoting ethnic 
assertion and reassertion throughout 
the country. The current drama of 
violence in Sindh brought an extra- 
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ordinary persona onto centre-stage. 
Mohajir, not the name of a race, sim- 
ply means “refugee,” post-partition 
migrants from India. “We have identity 
cards, but no identity,” protests the 
Mohajir Quami Movement (MQM). 
The Punjabis have Punjab, the Sindhis 
Sindh. The Baluchis have their 
Baluchistan, though a separatist revolt 
had to be brutally crushed in the mid- 
1970s. Although in the North-West 
Frontier Province, “Pushtoonistan” may 
be a faded dream, each nationality 
clings fiercely to its distinctive cultural 
identity associated with a “homeland.” 


he Sindhis fear that migrants, old 

and new, Mohajir and Pathan, may 
reduce them to a minority in their 
Sindh. In the quest for identity and the 
demand for autonomous areas of their 
own, the Mohajir espouse the cause of 
pure Urdu, as against the impure 
tongue spoken by the Punjabis. All re- 
sent Punjabi domination, most strik- 


| leader. Socialism was the fashion, until — 
a late-developing national bourgeoisie — 





ingly evident in the ethnic composition 
of the army of a militarised society. 

It is against this self-same Punjabi 
domination (poiueal) and exploitation 


(economic) that the Bengalis of then 
East Pakistan launched a secessionist 
revolt. In these circumstances, it is 
hardly surprising that an opposition al- 
liance; which included leftwing parties, 
decided that its programme should give 
precedence to the question of regional 
autonomy over “class” issues. 
Contemporary critics of Marxist 
theory appreciate that Lenin's position 
was an advance on the one held by Marx 
himself. Certainly, those analysts of the 
Alma Ata disturbances who focused on 
the impact of “Russianisation” and the 
rapid growth of Russian-language 
schools in the Asian republics on Mos- 
cow’s periphery, will be impressed by 
Lenin’s far-sighted warnings about the 
dangers of “great Russian” chauvinism. 


| dominated by anti-Tamil, anti-Indian — 


| command of the organised working | 
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It was left to the brilliant young In- | 
dian Marxist M. N. Roy to challenge 
Lenin himself at the Comintern’s sec- | 
ond congress in 1920. Each presented a | 
draft thesis. In his two-volume study of | 
the communist movement, Fernando 
Claudin sees the encounter as a con- 
frontation between Eurocentrism and — 
Asiacentrism. Roy argued for closer at- — 
tention to Asian nationalism and to the | 
specific issue of the role of the national | 
bourgeoisie. The white blackbird is 
Claudin’s well-chosen image for a nas- — 
cent bourgeoisie which can be progres- 
sive and reactionary atthe same time. | 

Now, Roy’s ideological heirs present | 
an raed case. Bengal is the cradle | 
of Indian Marxism. West Bengal re- 
mains the undisputed stronghold of the 
Communist Party of India—Marxist — 
(CPI-M). When the party trounced 
Prime Minister Rajiv Gandhi's Con- 
gress party in March, the resounding 
victory was not regarded as a vote for 
communism, but as the Bengali voter’s 
re-affirmation of his faith in the CPI-M 
as the authentic voice of Bengali — 
nationalism. a 

As in India, the pro-Soviet CP in | 
ev dae supported the British in the pre- 
independence war years. But unlike in 
India, where the courageous leaders of — 
a dynamic nationalist, anti-imperialist — 
movement were hurled into jails, the — 
Ceylonese leadership, representing an | 
anaemic ruling class, collaborated. The | 
exception was the major Marxist 
(Trotskyist) LSSP, whose leaders broke — 
jail, fled the country and joined the In- 
dian “underground.” a 

They returned as romantic heroes of | 
the working class and the educated | 
youth. Ousting a trade union leadership 



























Sinhalese chauvinists, the LSSP took | 


class. At the first polls, the LSSP boss, | 


N. M. Perera, became the opposition | 


found an improbable champion in the 
Oxford-educated, Christian-born Sol- — 
omon Bandaranaike. He swept to | 
ee in 1955 on the wave of a Sinhala- 
uddhist “cultural revolution.” Sinhala 
replaced English as the sole official lan- 
guage, the turning point, in hindsight, | 
of the ethnic conflict. : 
“One language, two nations; two 
languages, one nation” announced 
vin de Silva, another stalwart. But the | 
communal backlash was too savage. — 
Five years later, the leftwing parties | 
were expelled. = 
Prof. Kumari Jayawardene, the dili- | 
gent historian of the island's labour 
movement, sums up “the reversal of the ‘a 
policies partly to provide an alterna- | 
tive non-chauvinist leadership.” Ethnic 
rather than class consciousness holds — 
the worker in its sway. The trade unions | 
have lost their independence and mili- 
tancy, the Marxists have lost both 
power and prestige. O 
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scape of ery ed beaches and the 
local tradition of hospitality, summed 
up in the architectural feature that in- 
corporates in the porch of the typical 
S home a stone seat for weary pass- 
ers-by. 

Liberated in 1961 after 451 years of 
Portuguese rule, the former colony on 
the west coast of India soon found itself 
accommodating another army of occu- 
pation in the form of hordes of visitors 
| attracted by Goa’s golden beaches, laid- 
back ethos and Mediterranean patina of 
picturesque churches and tavernas fes- 
tive with guitar music. The hippy incur- 
sion of the late 1960s put Calan te 
beach on the skinny-dipping map of the 
r= world, an event that, coincidentally or 

= otherwise, ushered in a floodtide of 

g b G map AE E travellers, both 
ot pass oa omestic and foreign. 

En ~ n ; y 3 pad and resort complexes egal 

> up like concrete banyan groves in what 

go straight home had been obscure fishing villages, plea- 


sure craft skimmed the waves where 





















e 2 long-ago pirates had prowled, and the 
By Jagdish Bhatia in Panaji siesta-shrouded little capital town of 
ome to Goa, come to Goa/Goa A signboard advertising life insur- | Panjim, now renamed, Panaji, woke to 
merry hai!” says the slogan on a | ance bears the scrawled message: “In- | find it had become something of an in- 
| hoarding on the road to Panaji from | sure against five-star tourism.” Other | ternational crossroads. 

| Dabolim airport. The accompanying il- | anti-tourist expressions, both written Goan tourism was given a further 
_ lustrations convey the postcard image of | and verbal, that are in increasing evi- | boost in 1985 when cheap charter flights 
fun, frolic and feni nan cashew or | dence are a lot more outspoken. And | from Western Europe were permitted to 
palm spirit) popularly associated with | their common message is loud if not | operate to Dabolim, among other Indian 
5 e youngest state in the Indian Union. | necessarily clear: Goa does not want to airports, bringing into the country an es- 
_ But the invitation and the ~~ become a dumping ground for luxury | timated Rs 500 million (US$38.5 million) 
times it promises are being called | tourism. The stridency of the anti- | in much-needed foreign exchange. The 
into question by a growing number of | tourism Foe en spearheaded by the | squall of the language troubles last year 
| Goans who fear that their birthright is | Jagrut Goencaranchi Fauz (Vigilant | between Goa’s native Konkani and the 
| being sold for the dubious benefit of | Goans’ Army) is in jarring dissonance | claims of Marathi from the neighbour- 
tourist traffic. with the inviting picture-book land- | ing state of Maharashtra has blown over 


IN topography of a grim new world.” 
; NTELLECTUALS The crude and military style of 
a Stalinist (or Maoist) rule with its attend- 
ouvel le communism ant purges, denunciations and struggles 
has finally given way to a new dawn of 
The Velvet Prison: Artists under State Socialism by Miklos Haraszti. New Re- | soft, civilian government. Technocrats 
public Book, New York. US$14.95. reformulate the social contract, one in 
: Ea which consensus replaces coercion, and 
eng Xiaoping proudly presumes | future have already been successfully | complicity subvents criticism. 
that his “socialism with Chinese | measured in practice. What is more, nsorship is no longer the job of a 
_ characteristics” is charting a new course | Miklos Haraszti, a 42-year-old ratbag | ham-fisted apparat, but a partnership of 
_ for socialist countries throughout the | dissident and civil-rights activist, has | artists, audiences and commissars. The 
world. In terms of cultural glasnost, | written a book in which the innermost | new dispensation is described in various 
however, China still trails sadly behind | secrets of the engineers of human souls | ways: the Czech dissident Vaclav Havel 
| the Soviet Union and its satellites. Dur- | are revealed. speaks of it as “invisible violence,” 
_ ing the “bourgeois liberalist” heyday of Haraszti’s study of censorship and | while Haraszti has dubbed it “the velvet 
_ Hu Yaobang this cultural gap was con- | the state, The Velvet Prison: Artists prison.” And it is a prison with an 
| siderably reduced and, despite this | under State Socialism, published in Eng- | aesthetic all of its own; repression itself 
year’s purge, it is only a matter of time | lish in October, is sure to become a has become a form of high art. 
before the Eastern bloc-style cultural | classic. It is a samizdat volume in In the West, the purveyors of Post- 
licy of “tolerance and harmony” is | which Haraszti affects the cynical tone | Modernism have tossed every “ism” 
publicly resuscitated. of the victorious artist-bureaucrat, | and “wasm” of 20th-century culture into 
___ So what can we expect to see when it | fixing his ironic gaze on establish- | a grand pot-pourri with the daring of 
does? You need do no more than cast a | ment writers, young hopefuls and dis- | nouvelle cuisine chefs. Meanwhile, in 
| glance in the direction of far-off Hun- | sidents in turn. His aim, in the words | China, the t-Maoists are mixing 
| gary, that model of state socialism, | of that most perceptive of sinologists, | cocktails of their own. But it is early 
where the blueprints for China’s radiant | Simon Leys, lies in “charting the | days yet and things are still highly vol- 
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and the suspended charters are expect- 
ed to be resumed soon. But the welcom- 
ing blue skies could be marred by a dark 
cloud, as yet small but rapidly growing, 
that foretells rough weather for the 
tourist trade. 

The first signs of the gathering storm 
appeared soon after the then union 
minister for tourism, Mufti Mohamad 
Sayed, visited the union territory on the 
eve of its attaining statehood on 30 May 
this „year and announced a “master 

an” involving 14 more five-star hotels 
or Goa by 1990, which would mean one 
for every five kilometres of beach. 
Shortly afterwards, the government of 
the new state awarded “industry” status 
to tourism, and the ban proscribing con- 
struction within 500 m of the shoreline 
was relaxed to 200 m, with the possibil- 
ity of further review. 












pation h simultaneously a beach 
development authority was- also 
Se: ac to protect the environment 
and ensure “more organised and con- 
trolled” implementation of projects, the 
announcements brought to the boil long 
simmering local resentment of per- 
ceived exploitation. 

“Is Goa meant for the Goans or for 
big hotel chains and holidaymakers?” 
asks a resident, and cites the case of a 
proposed Rs 130 million vacation resort 
in southern Goa that will displace 52 
mundcars (tenant families) from the 
farming land and toddy palm groves 
that have traditionally been their 
sources of livelihood. : 

The list of charges against the so- 
called “five-star conspiracy” between the 





atile: the technocratic class is struggling 
to insinuate itself into power, so soft and 
hard, Left and Right, civilian and mili- 
tary moods alternate with dizzying 


ss ae 

method behind what may ap- 
pear to be a particularly Oriental form 
of madness, however, is clear to writers 
like Haraszti, himself one of Hungary’s 
four students of Chinese in his univer- 
sity days. He knows all about the birth- 
pangs of the velvet prison. After all, Po- 
and, Hungary and even the Soviet 
Union have been experiencing fitful 
phases of liberalisation and repression 
for years. So he cautions us that “appa- 
rent liberalisation should not be mista- 
ken for a genuine lessening of state or 
party control; it occurs to the extent that 
citizens have accepted and become 
adept at their own assimilation. The 
state need not enforce obedience when 
a has learned to police him- 
self.” 

(By demonstrating in the streets last 
December, Chinese students proved 
themselves not fully socialised, and the 
“bourgeois liberalisation” campai 
was used to bring them back into line.) 


In charting the course of state social- 


hotel industry and the state government 
is long and detailed: scarce water di- 
verted from villages to help keep resort 
lawns lush and green; tavernas and local 
inns relocated so as not to provide com- 
pass to larger establishments which 

ave outside, often foreign, backing; 
fishing communities displaced to create 
what in effect are illegal “private” 
beaches; violations of the 200-m ban; 
common land being converted into an 
exclusive golf course. 

The “neo-colonialism” of tourism is 
increasingly seen as not only harmful to 
the physical environment but also as 
“detrimental to Goan culture and 
women.” A nationally released adver- 
tisement showing foreign sunbathers on 
a beach bears the headline: “This pic- 
ture of the Bahamas was shot in Goa, 
India” and goes on to effuse about the 
“friendly aope willing to break into 
song and dance, eat and drink, no mat- 
ter what time of day it is.” 

In Goa, so far, the backlash has been 
restricted to rhetoric and graffiti, bar- 
ring an occasional taverna brawl be- 
tween locals and intemperate visitors. 
But as a resident warns: “All it needs is 
one serious incident. And that could 
take place any day, unless someone 
does something about it.” However, no 
one quite seems to know what that 
something should be. 

With the iron-ore mines that have 
been Goa’s mainstay receding in impor- 
tance, tourism is seen as being vital to 
the new state, which will no longer be 
eligible for the central government 
grants that it received as a union terri- 
tory. “We're building a big legislative 


| of competition, and no longer required 


oe fads exploited by the usurious culture — 





ism Haraszti 


provides us with a 
radigm that fits every pete cone 


ed prison-culture. Harsh and bloody 
methods are unavoidable in the early 
phases of these regimes, before the peo- 
ple have been cowed into submission 
and opponents liquidated. Industry, 
agriculture and even the arts are 
nationalised, and everyone who is any- 
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sembly, our first university. Where w 
all the money come from?” asks a Panaji 
shopkeeper. With 35,000 government | 
employees for a population of a little 
more than | million, Goa already has a 
ratio of one official for every 30 people | 
as compared with one to 180 for neigh- — 
bouring Andhra Pradesh. +} 
While statehood inevitably will in- | 
crease the burden of bureau , there 
seems to be little scope for further tax- 
ation, which currently amounts to 25% 
of the per-capita income, as against the 
national average of about 9%. Touris 
could provide the revenue needed — and — 
help to give jobs to Goa’s 70,000 un- 
employed, a point forcefully stressed by 
the state’s outspoken and controversial 
tourism minister, Dr Luis Barboza. 
Countering that claim, critics ha 
charged that all that the much-touted — 
“industry without chimneys” has done 
for the local employment problem is to” 
create a conveyor-belt supply of hote 
waiters, bellboys and other servitors — 
not to mention drug peddlers and- 
smugglers. The accusation, though a 
guably not entirely accurate, contains | 
more than a germ of truth. E 
The role tourism plays, and the goals | 
it sets up, are being questioned in sev- | 
eral of the world, particularly in | 
developing countries. Goa’s refusal, the 
first of its kind in India, to follow blindly | 
the rules and aims imposed by what 
is emerging as the world’s iggest | 
moneyspinner could have far-reaching | 
consequences for not only the region — 
but also the so-called “smokeless indus- 
try” that, nonetheless, has been known 
to generate both heat and fire. R 


































































one becomes a shareholder if not a 
functionary in the corporate monopoly | 
of the state. 5 















to rely on innate talent or the popular 


brokers of a money economy, artists — 
and writers now vie to become company | 
rocess, they relinquish | 
forever their right to produce art with — 
no social purpose or significance, simply 
art for art's sake. 
Paranoia on the part of the ruling 
elite during the lean years, or rather dec- | 
ades, of mili rule means that life | 
can be hard. Intellectuals and cultural — 
figures are invariably set upon as nega- 
tive examples, symbols of the corrupt- — 
ing ideologies of the past, and they must 
pay dearly for their new-found social — 
rivileges. But as the quixotic rule of a | 
Stalin or Mao gives way to the quiet | 
strength of collective leadership, tech- 
nocrats in every field gradually replace 
the strident hardliners and army vete- 
rans — a process under way in China. 
Each artist learns to be a cultural 
litician and executive in the stream- 
fined corporate structure. They become 









































average incomes, fame at home, trips. |. 
Vverseas, and, best of all, the sense of. 


ion and importance allotted to 
by the party. It may have taken 
some older Chinese artists a generation 
come to grips with the peculiar “mar- 
et forces” of socialist culture, but for 
he middle-aged and younger. creators 
aised in a closed system, the ground 
ules are well-established and only the 
most suicidally irresponsible attempt to 
gnore them entirely. 
Years of living as salaried company 
ven, and the sense of sharing in politi- 
al power denied their bourgeois breth- 
en, has gradually deprived the artists of 
socialism of the desire to return to the 
retrogressive”: individualistic ways of 
ast. When given the chance they 
a loss as to what to do. Thus it is 
during those precious months of 
‘bourgeois liberalisation” in 1985-86, 
nder the pax Hu Yaobang, established 
ists willingly squandered their free- 
ym. While experimenting with what 
‘or China are innovative themes, such 
s alienation, humanism, absurdity and 
X, they were ever careful to conform 
ite specifications. 
All manner of modernist spor 
d is permitted in the enlightened 
alist state pursuing an “open-door” 
icy. Although slow in the coming, 
nese leaders too realise that. the 
dium is not the message, and foreign 
tistic techniques may be imported to 
nhance socialist culture, so long as 
eir “spirit is permanently detained at 
customs gate.” Abstract art, 
m noir and Daoist fiction may all be 
tailored to serve the people. 
- “The cacophony of well-known slo- 
ns is transformed into a jazz sym- 
lony,” Haraszti writes. After all, as 
afaszti's state writer asks so perti- 
ntly, “Why shouldn’t I utilise the style 
.obbe-Grillet. or Andy Warhol when 
police use French tear gas and our 
ens are registered on American 
computers?” 















































t professional culture watchers, 
Ebethey journalists or academics, ob- 
rve in the chaos of state art and poli- 























natter of consensus, even the most 
‘ocal:men of conscience in the party 

ove to be little more than critics of the 
hard. aesthetic.” They tend to. be 
qually: militant in their opposition to 
he reappearance of pluralism in culture 














the privileges of the assimilated in order 





with mirages 


er itself. © 
‘Even in 
those who are prepared to. champion: 
humanistic over party values, freedom 
of expression over the Four Principles. 
One of these men is the astrophysicist 
Fang Lizhi: Presumably, he has been al-> 
lowed to remain free since being de- 
nounced in January as proof of the 
State’s magnanimity, though more cru- 
cial, perhaps, is his continuing useful- 
hess as a pawn in politburo squabbles. 
The playwright Wu Zuguang is another. 
He has dared to take the party at its 
word, rejecting the duty of self-censor- 
ship expected of all establishment intel- 
lectuals. Haraszti calls. such. figures 
Naive Heroes, and one can imagine that 


‘the path to the hi-tech prison-culture of 


China’s future will be littered with their 
good intentions. 

Truly aberrant dissident elements do 
appear as well, identified by Haraszti as 
Maverick. Artists, They are the real 
enemy for they reject the very presup- 


positions of state culture and its lucra- 
tive. rewards. Few of China’s Maverick’ 
Artists are known overseas, though a- 
number of the celebrated “misty” poets 
belong, or belonged, to this group. For 
years, they produced their own samiz- 
dat literature in preference to. being 
published in official journals. But their: 
number is small and being constantly © 
eroded as the peddlars of soft cultural. 
options such as Hu Qili, the cultural 
commissar in the Politburo and, Wang 
Meng, the creative. cultural minister, 
work hard at coopting them, a process 
that has continued in low gear during 
the recent maelstrom. 

The Maverick Artists are at. their 
most. dangerous and anti-social when 
they show themselves willing to sacrifice 


to retain their independence. By so 
doing they are. doomed to eke out-a 
meagre existence as fringe-dwellers ina 
State-owned cultural desert crowded 





ina, however, there-are: | th 





Haraszti,- that rarest of 


are r they may be 
imprisoned, jeered at alt the while by 
fellow artists for their utopian idealism: 





even more odious possibility arises 
“A when the state decides to breed a 
small number: of Maverick Artists for 
propagancs purposes. Indeed, battery- 
red dissidents already play a positive 
role in the Soviet bloc as international 
PR personalities. One wonders how 
long will it be before China’s leaders too 
widen the definition of social responsi- 
bility to embrace their own free-range 
Maverick Artists. After all, as Haraszti 
notes, “The more talented and flexible 
the state, the more pleasurably it can 
suck the dissidents’ vital fluids into the 
organism of state culture.” 

In comparison with the progressive 
totalitarianism. of Eastern Europe, 
China certainly still has.a long way. to 
go. In the afterword to: The Velvet 
Prison, written in March at the height of 





China’s latest purge. — the fifth and 
most devastating in Deng’s decade-long 
rule — Haraszti says he would like to 
think that China’s seeming pragmatism 
may herald some sort of true pluralism 
in communist culture. “But,” he writes, 
“the latest turn of yin and yang — the 
current campaign against ‘bourgeois 
liberalisation’ — shows how deftly di- 
rected culture stifles the independent 
voices it occasionally allows us to hear.” 

Still, the “Hungarian model” has 
been repeatedly praised by China’s pa- 
tron of technocrats, Zhao Ziyang, and it 
is already obvious that as the grand old 
men around him die “off, . Hungarian 
state-of-the-art socialism. will find a 
home in Asia. Fortunately, we will not 
have any difficulty in recognising it, for 
Haraszti’s: The Velvet Prison telis us just 













what we should be looking for. One can 







imagine that if there is not yet a copy of 
this book on Wang Meng’s. bedside 
table, there soon willbe- oi 
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The tortoise overtakes 
the exhausted hare 


By Philip Bowring 
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the crash. But as their earlier sharp decline had paved the 
way for the slump, the about-turn is not altogether convine- 
ing, being fuelled partly by central-bank infusions of liquidity 
and partly by the investor rush to greater safety. If, as is 
widely forecast, the stock slump precipitates a world reces- 
sion through the effect on assumptions of wealth and on capi- 
tal spending, bonds may be the logical refuge, even with 
yields back down to 8.8% on US 





month ago this column sug- 

gested that cash, bonds and 
commodities all offered oppor- 
tunities for different scenarios in 
the post-equity era, but “the cult of 
equity is not dead yet, whatever the 
rationalists may say.” A few days 
later the rationalists had their way. 
The equity era died suddenly. The 
rout was complete. Even markets 
such as West Germany and Brazil, 
which had missed out on much of 
the boom, joined in the slump. But 
it is far from clear which of the al- 
ternative scenarios will succeed the 
equity boom. The four main op- 
tions now are: 
> Think contrary and get into 








Tokyo traders: equity-era dead? 


Treasuries and 5.5% and 6% on 
yen and Deutschemark equiva- 
lents. But bonds could be a bumpy 
ride in the short term. And for the 
medium term, they could succumb 
to central-bank efforts to avert a re- 
cession by continuation of the 
money pumping of recent weeks. 

> In the latter event, there is the 
possibility that the liquidity created 
will simply rush into commodities, 
particularly the less useful ones like 
gold, but with an all-round spinoff 
as happened in the wake of the last 
bout of dollar weakness in 1979-80. 
This would restart the inflationary 
spiral regardless of end-user de- 
mand for commodities. However, 








equities. Prices are now down by 
anything between 17% (Japan) and 40% (Australia and 
Hongkong) on pre-crash levels and thus might be regarded as 
back to the “reasonable” levels of 12-18 months ago. Liquid- 
ity remains high, economic growth is continuing, albeit 
anaemically, operating profits are mostly still rising and infla- 
tion remains low. According to this thesis, prophesying a new 
boom, equities are good long-term value again and may 
enjoy an earlier-than-forecast rebound. This hypothesis is 
particularly appealing when looking at markets which have 
fallen fastest but where economic fundamentals still look 
strong, such as Hongkong and Singapore. 

However, there are major flaws: most important, the 
damage done by the slump to investor psychology. In some 
cases this has been exacerbated by leveraged buying of stocks 
during the boom. No amount of liquidity injection will revive 
stocks sufficiently to rescue the highly leveraged investors or 
restore the faith of those who have lost a big part of their 
wealth. Despite the slump, in almost all markets stock-price 
yields are still at historically low levels compared with bonds. 

At the macro-economic level, the world seems headed for 
recession, inflation or stagflation — all of which are bad for 
equities. And at a more technical level, whatever happens to 
liquidity, institutional investors are going to be paying more 
attention to the non-equity portions of their portfolios. 
>» What about bonds? Prices have risen dramatically since 








THE SEARCH FOR VALUE 


the oil shortage, which gave infla- 
tion impetus in 1979, is absent. And the gold bugs have not 
been given much support by the market so far. Neither the 
stock crash, nor the subsequent fall of the dollar under the 
impact of the cheap-money philosophy, made a major impact 
on gold, Other commodities have been mostly inactive too, 
except for copper which jumped 25% in the face of a short- 
term supply squeeze. 

>» When in doubt, stick to cash. But in what currency? The 
dollar may be oversold, especially against most Euro- 
pean currencies. But the same could have been said at Dm 2 
and ¥150. In the longer term, the strong currencies are 
highly vulnerable to the US facing up to its deficit prob- 
lems. But how bad things have to get before that happens is 
unclear. 

Cures can be a long time in taking effect. Australia had, it 
was supposed, taken the medicine prescribed by the market, 
But a sudden loss of faith in the remedy drove the Australian 
dollar sharply down, even against the US dollar, and to an 
all-time low against the yen. It may now be an opportunity 
again, especially with long-bond yields still above 13%. But 
with world recession in the air, do not bank on it. Small cur- 
rencies which become international playthings can be excep- 
tionally dangerous, as witnessed by the recent volatility in the 
New Zealand dollar. 

Among individual stockmarkets: the stuffing has been 
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knocked out of Australian resource stocks, but they are still 
only cheap compared with October and still make some 
generous assumptions about commodity prices — or on the 
weakness of the local currency. It is the end of an era for the 
entrepreneurs. The same is true for Hongkong property 
stocks, and the bull-market paper merchants. In both mar- 
kets, blue chips’ earnings may be worth buying, but do not 
expect instant recovery. Hongkong has good earnings pros- 
pects and a strong economy, but the stock-exchange closure 

asco will take time to overcome, and political concerns exist 
too. Fears of the impact of a US recession are real and an en- 
forced revaluation of the Hongkong dollar cannot be ruled 
out. 

Taiwan may be still a sellers’ market above the 2,000 
index level, despite a 45% fall already. At long last, however, 
the foreign funds invested in Taiwan and South Korea are 
now only at modest premiums. Singapore and Malaysia re- 
main, without much evident reason, the most expensive of 
the so-called “emerging” markets. Japan proved again that 
faith and institutional barriers can dampen raw market 
forces. Some see its resilience as proof of inner economic 
strength — others as a way of delaying the inevitable. Invest- 
ors may conclude there must be better ways of capitalising on 
Japan’s economy than the stockmarket. European markets 
have taken Wall Street to heart, which was surprising given 
their earlier reticence. They have cause to be worried about 
the strength of their currencies. 

-Which brings us back to New York. Wall Street has ac- 

tually suffered less than most from the carnage which it 
Started. But it also began from a relatively lower level. In the 
medium term, the weak currency and seemingly inevitable 
recession may provide happy hunting grounds for contrary 
thinkers. But perhaps not yet. 

All in all, the outlook is quite confused. For the active in- 
vestor, this suggests a strong but diversified cash position, 
and concentration of bond and equity investments in easily 
marketable issues. For those attracted by gold or com- 
modities, it may be best to buy the real thing or the futures, 
not related stocks, so as to avoid taking on currency- and 
stockmarket-sentiment risk. Above all, keep your eyes and 
ears open and do not scoff at 5% interest rates. Last month, 
the tortoise overtook the hare. o 


Panning for gold 
and p/e ratios... 


By Mark Westfield in Sydney 

he bears that moved into Australian stockmarkets follow- 

ing the worldwide market crash in October were particu- 
larly heavy sellers of the once-glamorous gold stocks — lead- 
ing to a 54.4% decline in the Gold Index since 20 October, 
significantly worse than the 43% drop in the All-Ordinaries 
Index. Typical price/earnings (p/e) multiples of 20-30 for 
gold stocks have been slashed back by heavy offshore selling, 
to more realistic levels of 12-20. 

The major producers have borne the brunt of the sell-off 
of gold stocks. This is mainly because of the ready market for 
their scrip and the willingness of buyers to snap up stocks at 
what have been regarded as bargain prices. But there are still 
some producers on multiples of more than 30, which reflects 
the inability of potential sellers to unload stock into a thin 
market for these particular companies — rather than any 
blue-sky outlook. 

Heavyweights such as Western Mining Corp. (WMC), 
and Kidston, Australia’s tinges gold producer and its single 
largest gold mine respectively, have crashed 48% and 58% 
(also respectively) since their peaks in early September. 

“When the dust clears and when interest in gold rekindles, 
it'll be quay producers that will attract the money back,” 
says Ord Minnett senior resources analyst Norman Miskelly. 
“Companies producing more than 100,000 oz selling at low 
price/earnings multiples will look very attractive.” 

Despite the share rout in the Australian resources sector, 
the best stocks are still trading at relatively high p/es. Plus- 
100,000 oz producers include Australian Consolidated Min- 
erals (current p/e of 22); Central Norseman (17); Newmont 
Australia (20); Pancontinental Mining (8); Placer Pacific 
(20.5), and WMC (35). Western Mining still trades at a high 


...and a return to 
reality in Toronto 


By Rod Nutt in Vancouver 


N ow is a good time to pan for gold among Canadian mining 
companies if fundamentals carry any weight at all in a 
bear market. The Toronto Stock Exchange (TSE) gold index 
has plummeted to just above 6,000 from more than 10,000 a 
couple of months ago, as gold stocks dived with the general 
market freefall of recent weeks. 

“Gold stocks got caught in the rush to liquidity,” says 
John Ing, president of Toronto-based Maison Placement 
Canada. “The market capitalisation per annual ounce of gold 
production reached as high as C$8,000 [US$6,074] for the 
major gold stocks. That dropped to C$4,000 on 24 Sep- 
tember and it is now down to CE 800." Ing, one of the most 
widely quoted analysts in Canada, says the average market 
capitalisation per ounce of gold produced by the major gold 
stocks averaged C$2,900 from 1980-86. “The current 
C$2,800 also includes the rich Hemlo gold camp in Ontario, 
so you know gold stocks have had the speculation wrung out 
of them.” 

This view is an about-face for Ing. Just six months ago he 
was cautioning investors that Canadian gold stocks were 
“overbought” as the increase in bullion prices and expecta- 
tions for a higher Canadian dollar sparked a surge in demand 
for those securities. 
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eee but the brokers 
ike it because of the depth 
and liquidity of its market 
and the fact that it will pro- 
duce more than 400,000 oz of 
gold this year. 

Undoubtedly the glamour 
stock of the Australian 
bourse through the heady 
days of August and Sep- 
tember was Sons of Gwalia, a 
low-cost and highly pro- 
fitable producer of 55,000 oz 
of gold a year. Its price 
has dropped 53.3% from the 
pre-crash level of A$11.50 
(US$7.87) to A$5.50 and 
down a hefty 68% on its peak 
of A$16.50. Sons of Gwalia 
is now trading at a more 
sustainable prospective p/e 
of 10 times after being at 
a p/e of 20 in the scramble for gold stocks earlier this 
year. 

Surprisingly, the gold price moved only steadily upwards 
during this period, but fell back sharply after testing the 
US$489 an oz level in the wake of the Wall Street collapse. 
This would indicate that gold is unlikely to reach US$500 an 
oz as was popularly expected this year, despite the continued 
uncertainty over the US dollar. Much of the buying this year 
has been based on the assumption that gold would achieve 
the US$500 mark. When it appeared that it would fall short, 
the market reacted by selling gold shares. 

“People who were asking why gold stocks were going up 
so much a few months ago when the gold price wasn’t moving 
much, are now realising why they've come back to the extent 
they have,” one Australian broker commented. “It is obvi- 
ous people aren't looking to make money now, but to protect 
what they've got.” 
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Frantic offshore buying 
in the lead-up to the world- 
wide stockmarket correction 
and fears that a collapse 
in the US dollar would send 
gold prices soaring fed the 
booming Australian gold- 
equ market through most 
of 1987. With production 
costs of A$200-300 an oz 
at most of the mines, the 
miners are reaping con- 
siderable profits based on 
an Australian-dollar gold 
price of about A$670 an oz. 
With North American gold 


stocks generally trading 
before the Wall Street 
crash at p/es above 40, 
the Australian equi- 
valents looked to be good 
value. 


The Australian dollar is likely to remain weak for the 
coming months, because of a return to deeper current-ac- 
count deficits in recent months. A depreciated dollar is wel- 
comed by the gold miners whose returns in local-currency 
terms rise with each devaluation. 

Apart from the shaky share prices, two more substantial 
clouds lie on the horizon for the gold producers. The first is 

ssible oversupply: Australia will produce 100 tonnes of 
gold this year, compared with 18.4 tonnes in 1981. There is 
also the strong possibility that the government will again con- 
sider taxing gold production. Australia’s gold miners are in 
the enviable position of being untaxed, another reason for 
the surge of offshore interest earlier this year. 

The government decided before the election in July not to 
impose a gold tax, but in its current review of the corporate- 
taxation system, government officials are likely to consider 
the issue again. Oo 
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In the first quarter of 1987, the TSE’s gold and silver index 
spurted 40% as buyers snapped up the big capitalised stocks 
such as Placer Development (since renamed Placer Dome 
following a merger with Dome Mines and Campbell Red 
River). Placer Dome, the biggest pure-gold producer in 
North America and the largest anywhere outside South 
Africa. is still a favourite of overseas investors because of its 
liquidity. 

Placer Dome counters reached C$28 before falling C$9 
with the rest of the market. Similarly, Teck Corp. of Van- 
couver, which recently won a court ruling handing it a half 
share of the rich C$2 billion Page- Williams deposit in Hemlo, 
shed C$14 to C$32 with the crash. 

Among the bargains may be several companies in the hot 
Toodoggone gold camp in north-central British Columbia. 
Multinational Resources which currently is developing a 
mine in the Toodoggone, reckons that though less than 5% of 
the region has been explored there are known deposits of 1 
million oz of gold worth some C$700 million. The Toodoggone 
has not gone unnoticed in Asia. Japanese trading house Nis- 
sho-Iwai has taken a 20% equity stake in Multinational and is 
currently funding the company’s drilling programme. 

There are other active gold areas in British Columbia 
where companies with low capitalisation are attracting atten- 
tion. City Resources (Canada), controlled by associate com- 
panies in Australia and Hongkong, is developing a huge gold 
deposit on the Queen Charlotte Islands off the northern Bri- 
tish Columbia coast. And several companies, including Sil- 
bak Premier Mines and Skyline Explorations will bring gold 
mines into production next year near Stewart on the British 
Columbia coast bordering Alaska. oO 
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There is no such 
thing as a free lunch 


nit trusts may be out, but the free-lunch is back. 
London-based commodity broker Rudolf Wolff & 
Co. has announced a superficially attractive vehicle for 
those who have lost their faith in stockmarkets but re- 
ckon there is money to be made on all and every kind of 


fund makes in the meantime. The guarantee is provided 
by Wolff's parent, Canadian eo Noranda. The 
“can’t-lose” fund will be investing 

index, interest-rate and € futures, and Wolff 
notes that an earlier fund netted investors 130% growth 
in just 22 months. 

The snag, of course, is that the “elimination of risk” 
promised by Wolff does not come free. The price: the 
opportunity cost of the money tied up fora minimum of 
four years. The fund is denominated in sterling. 

An amount of £10,000 (US$17,857) — the minimum 
subscription for the Wolff fund — invested now in a 
Eurosterling bond with four years to maturity would be 
worth around £14,600 by 1991. But maybe Wolff's pun- 
ters can do a lot better than that. — Philip Bowring 
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y we evaluate both sides 
of investment opportunities. 


When will my stocks hit their highs? 
Will my investments continue to appreciate? 
What is the best investment strategy for today’s 
market? 

These are difficult questions. And only 
expert financial advisors can provide prudent 
answers. 

Fortunately, there is an investment firm 
that has over 5,500 highly trained account 
executives worldwide, whose knowledge 
enables them to provide our clients with the 
potential for superior results. 

At Prudential-Bache Securities, our 
account executives are educated to carefully 
and comprehensively analyse your investment 
needs. And to recommend sound financial 
products and services from a full range of 
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investment opportunities. 

Prudential-Bache Securities is one of the 
strongest capitalised investment firms in the 
financial services industry. In fact, we're part 
of the largest private, non-bank, financial 
institution in the world, the U.S. $134 bilion 
Prudential Insurance Company of America. 

That means we can dedicate our 
unequalled resources to help our clients in 
ways that no one else can. 

In an environment where timeliness is 
crucial, we react faster to create effective 
investment strategies. To analyse trends that 
can help give you the money making edge. 

Talk to Prudential-Bache Securities and 
let us show you how we put our people to work 
for you. 


Prudential-Bache 


Securities” 


Rock Solid. Market Wise. 
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Tread carefully in 
the fickle art world 


By Ellen Salem in Hongkong 


he bulls of the art world are betting on a surge in prices 
_# for quality Yuan, Ming and Qing imperial wares in com- 
ing months — while the bears warn that there is no safe haven 
in the art market. The punters anticipate that new demand 
will buoy the market — particularly for fine Chinese ceramics 
— now that the Taiwanese have easy access to the Hongkong 
market. 

As of 15 July, Taiwan individuals and companies were al- 
lowed to send up to US$5 million abroad a year for invest- 
ment or any other purpose. In addition, an eight-year ban on 
direct travel to Hongkong and Macau for Taiwan nationals 
has been lifted. Thus, Taiwan collectors, who are known to 
favour Yuan and Ming blue-and-white and Qing imperial 
wares, will for the first time in recent years be able to person- 
ally participate in auctions in Hongkong. 

Two upcoming auctions could be the test of the impact of 

the Taiwan entry into the Chinese art market: a sale by 
Sotheby’s scheduled for 24 
November, and a second one by 
Christie’s in January. Of special 
interest to the art-market chart- 
ists will be the prices of four 
items among 229 ceramic lots to 
be auctioned at Sotheby’s: 
> A Song dynasty lavender- 
splashed Junyao bubble bowl, es- 
timated in the catalogue at 
HK$600-800,000  (US$76,923- 
102,564). 
» A Yuan blue-and-white dish, 
estimated at HK$4.5-5.5 million. 
» Two engraved biscuit porce- 
lain dishes, Kangxi mark and 
period, estimated price, HK$350- 
450,000. 

On the face of it, many of the 
ceramic lots which are to be of- 
fered by the two houses fit the pre- 
requisites that should guide any 
investment in Chinese ceramics. 
Above all, experts advise, buy 
only the best in any category, 
limiting purchase to areas where 
there is a fixed supply of quality 
items and very strong potenti- 
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A sudden influx of pieces, even of high quality, can drive 
down prices — as illustrated by the final bid of HK$450,000 
at the T. Y. Chao sale in Hongkong in May 1987 for a Tang 
splashed pottery jar which had been bought in 1980 for 
£52,000 (US$124,020 or HK$660,400 at then-prevailing 
rates). This would represent a decline of some 53% in US- 
dollar terms. 

Buyers should select pieces that have been steady per- 
formers over time. Buy items that have an international, asop- 
posed to a local market. The narrower the market, the wider 
the risk. 

And, say experts, history should not be forgotten lest the 
potential buyer be enticed by the record prices set at 
Sotheby’s two Hongkong sales of the T. Y. Chao Private and 
Family Trust Collection to plunge into the market for Ming 
and Qing imperial wares. The bottom has fallen out of that 
market once in the past 13 years, and stagnated for two years. 
Both times, politics was the ultimate market mover. 
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| 86, when the market stagnated following the signing of the _ 


Between 1971 and 1974, the market for Ming and Oin 
imperial wares went into orbit. The major buyers included 
group of Portuguese bankers whose bank accounts we 
frozen in July 1974, when the socalists overthrew the govern 
ment. Repercussions were felt in London when the banker: 
were unable to settle their accounts with dealers, many of 
whom were heavily stocked. The result of all of this was a loss” 
of confidence in the future of the market and prices plum 
meted. Confidence in the future again came into play in 1985 









Sino-British Joint Declaration on Hongkong in 1984. | 
But risks in using art as an investment go beyond the wide _ 
range of variables ranging from taste to economy and politics | 
that drive prices up or down. In addition, one never really. 
knows the value of a piece or a collection until the minute it fs 
sold. Appraisals are, at best, informed opinions — and diffe: 
depending upon the purpose of the appraisal. oo 
For example, the appraised value of a fine, early 15th cen 
tury Ming blue-and-white dish can range from HK$300. 
500,000. If the appraisal is for insurance purposes, the esti 
mate is based on the replacement cost at the top of the mar 
ket in two to three years or HK$500,000. An appraisal fo! 
the market would price the same dish at HK$200-400,000 b 
cause a similar item had recently sold for HK$300,000. 

A additional measure of comfort — but not a guarantee o 
a sale price — can be found i 
knowing the provenance (or his. 
tory of ownership) of a piece. 
fine Ming piece from one of th 
great English collections, fo 
example, could fetch as much a 
100% more than a similar piec 
without provenance. Wher 
provenance is most useful, how: 
ever, is when the object is sus 
pect. This is often the case w 
Chinese Neolithic — a poo 
choice, say experts, because. 0 
large supply and limited appea 
— and Han ceramics. Many 0 
these pieces have been smuggle 
from China. As an investment, 
smuggled piece, even if of poten 
tial museum value, is a bad on 
since most museums are loath t 
touch works of suspicious origin 

Risk can also be minimise 
with a thermal-luminescence au 
thentication test conducted on ; 
piece of highly fired stone war 
or porcelain. This service is avail 
able in Britain at Oxford Univer 
sity and at the radio-isotope uni 
in Hongkong University. Cos 
starts at HK$1,000 for a test which will confirm or deny 
claim on the age of the sample, allowing for a 30%, margin o 
error. 

For those willing to take a risk in an often errati 
market, there are areas that experts feel are underpric 
ed now. Of prime interest are Korean ceramics. Follow. 
ing two important sales by Christie’s in New York (Octobe 
1986 and 1987), the Korean market has come into i 
own. 

Although Korean ceramics particularly the Koryo cela 
don and Yi punch’ong and white wares, have long bee 
sought after by Japanese collectors, the sales in New York in 
dicated that there is a growing international market for qual 
ity Korean ceramics. This is coupled with the domestic de- 
mand for native art that has gone hand-in-hand with the. 
growth of the South Korean economy and the anticipate: 
surge in interest in Korean art that will result from th 
1988 summer Olympics to be held in Seoul. 
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Gilts offer short-term 
gains, long-term worries 


By James Bartholomew in London 

B ritish gilts have been standing proud 
while equities have crashed around 

them. But this sterling performance 

cannot be relied upon to continue. 

Yields on long-term gilts have fallen 
from around 10.5% to 9.2%, giving in- 
vestors a capital gain of more than 10% 
to compensate them for the collapse of 
their equity portfolios. Bond investors 
worldwide have been excited at the 
prospect of a world economic slow- 
down. Gilts have done particularly well, 
partly because their yield was above the 
international average. 

Even after the drop in yields, the cur- 
rent long-term nominal yield of 9.2% 
may seem generous enough if British in- 
flation rises no further than 5% next 
year. That nominal yield would still 
leave a “real” yield of 4.2%, which is 
above the historical average. But there 
are two major reasons for caution. 

First, gilts are now expensive in rela- 
tion to equities. Prior to the convulsions 
of October, gilts were good value. The 
reverse-yield gap was 7.5% (long gilts 
yielded 10.5% and the dividend yield on 
equities was 3%). This gap was certainly 
too big. But the changes have been so 
dramatic over recent weeks that gilts 
have jumped across from being relative- 
ly cheap to being relatively expensive. 

The “correct” reverse-yield gap at 
present is probably about 6%. This is on 
assumptions that long-term inflation in 
Britain is running at 4.5%, that di- 
vidends will rise 2.5% more than infla- 
tion, but that gilts need to show a return 
of 1% a year less than equities because 
of their greater safety. This “correct” 
gap of 6% compares with an actual gap 
now scythed down to only 4.6%. The 
gap is smaller than it has been for more 
than 10 years. It is not yet so narrow as 
to be absurd, but it does mean that 









equities are now, for the long term, bet- 
ter value. 

The second reason for avoiding gilts 
is that sterling is becoming increasingly 
exposed. A swift fall in sterling could be 
the undoing of the gilts-market boom- 
let. Sterling has so far benefited from 
dollar flight, just at gilts have been 
boosted by equity flight. Once the panic 
is over in dollars, the focus of fear may 
move to sterling. The British Treasury is 
forecasting a current-account deficit of 
£3.5 billion (US$6.3 billion) for next 
year. Some forecasters see a much 
worse outcome. Shearson Lehman fore- 
casts a £6 billion deficit. Certainly, the 
recent rise in sterling means that the 
British trade performance will remain 
on a deteriorating trend. 

While the current account weakens, 
the financial incentive for holding sterl- 
ing is also weakening. British interest 
rates are no longer far above rates else- 
where. Chancellor of the Exchequer 
Nigel Lawson has already made it clear 
that he will reduce short-term interest 
rates as much as necessary to ensure 
that the financial crisis does not lead to a 
British recession. This background is 
very conducive to a sudden fall in sterl- 
ing. A falling pound might persuade 
foreign holders to lighten their holdings 
in gilts and thus create a fall in gilt 
values. That would complete a nasty 
“double whammy” for gilts investors — 
falling securities denominated in a fall- 
ing currency. 

True, the present euphoria in bonds 
and the panic in equities may take gilts 
still higher in the short term. Richard 
Jeffrey of brokers Hoare Govett ex- 
pects long yields to fall as low as 8.25% 
or 8.5%. But a possible fall in sterling is 
a major short-term worry. Long-term 
equities are better value anyway. oO 

















The power of foresight. 
Worldwide. 


Ina complex world where even the slightest changes in economic factors 


can have widespread repercussions, foresight is essential. 
As the top-ranking European bank firmly established among the world’s 
leaders, BNP puts its intimate knowledge of world economies to work for you. 
With offices in 76 countries, BNP monitors international markets 24 hours 
a day, gathering and analysing up-to-the-minute data to keep you fully abreast of 
market changes. With a specialized teleprocessing network and one of Europe's 
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Hongkong hoping 
fora rebound 


y Chris Marchand in Hongkong 


A modicum of unthinking hysteria is needed to slash 50% 
me off the level of the Hang Seng Index in a month — just 
veeks after Hongkong’s real economic growth was officially 
forecast for this year at 12%. Carnage among second liners 

nd warrants was even more severe — recording falls up to 
80% or more. 
Certainly, such an oversold market suggests scope for a 
near-term rally. The market’s historic price/earnings ratio 
(p/e) has shrivelled to a meagre 11 times earnings, and the 
. On prospective 1987 earnings, 
nto single digits. 


competitive returns. At current 
moved in favour of equities. So, 
est, Hongkong might bounce b 
But investors and speculato 
tions are reputedly scaling 
sitions, the stockmarket’s 
crisis damaged confidence, 
lar has not bottomed, and 


yields in excess of 4%, 
_ The Cross-Harbour Tunnel 
stands on a historic 11.5% 
‘yield. 

_ Wharf Holdings did not 
declare a final dividend 
last year, owing to the spe- 
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_ Potential recovery stocks on the Hongkong market 





enhanced, and expansion prospects make the shares attractive. 

Dividend cover is also solid, which lessens the likelihood 
of dividend cuts. Indeed, a major difference between 1982 
and the market plunge this time, is that the big Hongkong 
companies are degeared, cash rich and widely diversified. 
| This should constitute protection against an earnings slide. 

Hongkong Land has unusually low dividend cover at 1.3 
times, but earnings growth appears locked in for the next two 
to three years. In any case, speculative appeal about the sale 
of Jardine Strategic Holdings’ (JSH) controlling stake, or a 
tussle for control, should add to Land’s showing. Jardine 
shares also look sound investments, despite the debacle of 
the planned purchase of US stockbroker Bear Sterns at the 
| top of the market. Jardine Matheson’s balance-sheet is in- 
| comparably stronger than in 1983 — when the company was 
| technically insolvent — while JSH is trading at an abnormally 

large 40% discount to net asset value. As JSH depends en- 
tirely on the earnings of its blue-chip investments, it too ap- 
| pears to offer value. 
i Dairy Farm has also earned much positive mention. The 
food retailer has a solid cash flow and near recession-proof 
earnings. Two caveats, however, are its comparatively less 
attractive 2.4% historic dividend yield, while earnings from 
Franklins could be cut by a lower Australian dollar. Swire 
Pacific, a strong performer in the bull run, looks less exciting 
in a bear market. It is exposed to Cathay Pacific — whose 
profit would be immediately affected by a downturn — while 
| the Pacific Place property development could be harmed by 
| falling property prices. 

Property shares are excellent recovery stocks. The crash’s 
effect on property prices — and hence on the property com- 
panies’ net asset values — has still to be quantified. But the 
relationship between incomes and property values is sounder 
than in the last market slide. Property stocks with a recurrent 
rental base, such as Hongkong Land, are the best buys in a 
bear market. Most Hongkong property development com- 
panies have locked-in earnings in the next two years, which 
should guarantee scope for short-term profit growth. 

Nor should hotel stocks 
be overlooked. Vacancy 
rates have fallen sharply, 
and visitor arrivals, even if 
hurt by slower world growth 
or a recession, are not 
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going to evaporate. Earn- 
ings at the Mandarin Ori- f 













the sale of Hongkong Re- 
lty. But, based on the 










ental, New World Hotels | 
and Regal Hotels are on a 








1986 dividend, Wharf 
stands on a historic 6.1% 
dividend. Interest rates on 









strongly rising trend. | 
Of course, a major re- 
covery in world stockmar- 








a Hongkong-dollar sav- 
gs account vary between 








kets depends on the out- 











look for economic growth 











0.75% and 1.75%. Money- 
market rates on term 









and progress in tackling 
the US budget deficit. 








deposits of HK$500,000 
(US$64,103) range be- 













Much of the talk revolves 
around slow growth or re- 











tween 3.5% and 7%. 
The strongest blue 










cession scenarios, and one 
negative factor is that the 











chips appear to be those 
in the Cheung Kong camp. 












stockmarket’s relatively 
larger role in Hongkong’s 
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economic life meant the 
crash administered a much 
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harder jolt to confidence, 
On the other hand, the 
economy was overheated. 

















Issues. The result, how- 











ever, is that they are cash 





A setback could set the 
stage for healthier econo- 











flush, having raised money 
at attractive prices. Their 
trategic position has been 
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mic growth, especially if 
Hongkong continues to di- 
versify and win market 
share in world trade. O 

































Bargains on offer 
in Chilean market One 


The market, however, is very thin. Out of the 216 listed 
stocks only 60 were actively traded last year. Stock trades rep- 
resented only 4% of the US$6.5 billion in business done at 
| the exchange last year. The rest of the volume was in bonds a 
conversatioins in Asia. In the search for value following | and government securities. ue 


By Everett Martin in Santiago 


hile is not a name often heard in the course of market 


the worldwide market crash, however, Santiago may be | ' 
worth a second look. The Chilean stockmarket offers a | sation of big state enterprises by offering their shares to the | 


chance to find bargains in newly privatised public utilities and | public, which has increased the capitalisation of the market _ 





vest. The prices are low and the majority of companies wi 
show substantial profits this year.” Unlike its neighbours, 
Chile’s economic management draws rave reviews from th 
IMF and international bankers as a model of how it shouldb 


Interest in shares is increasing, however, with the privati 





private companies based sol- + 


idly in exports. In two years | 200¢ 


prices have increased 150%, 
but. price/earnings ratios (ples) 
remain low, particularly after 
the crash that caused a drop 
of 25% in the index. 

Blue-chip shares are selling 
at a p/e of 4.5-5 times’ earn- 
ings. “This is low by interna- | 
tional standards,” notes Er- 
nesto [llanes, manager of the 
mutual fund, InverChile. “I 
expect the price-earnings ratio 
to go up to seven, eight or 10 
times’ earnings.” 

Enrique Goldfarb, general 
manager of the Santiago Stock 
Exchange, argues that “this is 
an excellent moment to in- 
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by about US$1 billion, up tò _ 
US$4.2 billion. “But you still 
must invest carefully in small | 
amounts, so you don’t drive | 
the price up on yourself," says | 
lanes. oe 

To buy stocks, a foreigner | 
must first register the capital — 
he wishes to put into the mar- 
ket with the central bank as a. 
foreign investment and have it: 
exchanged at the official rate 
into pesos. He can take his di- 
vidends out right away, but he 
must leave his capital invested 
for three years. 4 

For anyone with a minimum 
of US$1.5 million to invest, 
the World Bank’s Internas 
tional Finance Corp., along 
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Matheson PFC have the answer. 


In the current environment of high 


volatility in equity and foreign exchange 


markets, a well diversified spread of 


short-term money market assets 


most conservative way to protect capital 


and allow for growth. 


Matheson PFC’s Strategic Reserve Fund 


is the 


was launched on Ist October 1987 and has 


been authorised by the Securities Commission. 
y 


The objective of the fund is to protect the 


capital asset value of investments age 
currency fluctuations in real terms ar 


maximise returns through active currency and 


bond/gilt management. 


The portfolio will consist of a mixture of cash 
deposits and holdings of units in those currency 
trusts whose quality and past performance have 
been-perceived by the managers as excellent. 
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The minimum subscription is 1000 units at a 
launch price of US$1.03. Dealing day occurs 
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«with Midland Bank and InverChile, have created the Chile 
» Investment Co., a closed-end investment fund, which offers 
an intriguing way to buy at a discount through debt-equity 
swaps. 

The investor buys Chilean foreign-debt paper at 52% of 
its face value and collects pesos at 80% of face value for his 
investment — in effect, he starts right off with a profit. The 
catch? He cannot repatriate any of his profits for five years 
and none of his capital for 12 years. 

Chile’s taxes are not cheap. On dividends, the company 
deducts 10% off the top as a first-category tax, and the stock- 
‘holder pays 40% of the amount he receives less credit for the 

10% withheld. It works out that he gets 63% of his dividend. 
When he sells, he pays 37% tax on his profit adjusted to 
Chile’s inflation rate of 18.8% (from 1 January to 31 Oc- 
tober). 
. Blue chips are the best buys. Iquique and Coloso, both 
fishing companies, have yielded well over 100% this year in 
price increases and sell for around three times’ earnings. 
CAP, the state steel company, is up 61% and sells at 3.9 
_ times’ earnings. 
Chilquinta, an electricity-generating plant, is up 77% and 
ells at 6.3 times’ earnings. The most favoured private com- 
panies are ones that take advantage of Chile’s natural re- 
‘sources, such as fishing, timber products, paper and pulp. 
Oddly enough, none of the mining companies is listed on the 
exchange. 
Investors worried about the condition of the privatised 
state companies should note that Chile’s state-owned enter- 
prises are in better shape than their counterparts in other 
countries because they have been forced to function like pri- 
vate companies since the mid-1970s. 
Although investing in Third World utilities courts poten- 
tial political risk, Chile’s current law sets rates suffi- 
rotted high to allow a return on total investment of 8- 
4%. 
A number of banks and brokers specialise in foreign in- 
vestment in Chile. They include: Citibank; Nederlandsche 
Middenstandsbank in New York; Asesorias e Inversiones 
CMB- NMB in Santiago and InverChile. 
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Unitholders sit tight 
in hope of good news 


By Chris Marchand in Hongkong 
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F a market plunge had to come, 
then an unprecedented 40% slide 
in two days was probably a blessing 
in disguise for the unit trusts. The 
sudden collapse gave investors liter- 
ally no chance to unload stock on the 
way down. So, assuming that the 
market is stabilising, logic would 
dictate that investors hang in as it 
recovers. 

Certainly, net asset values 
(NAVs) and unit prices of unit 
trusts and mutual funds were for 
the most part halved in October. 
The Far East funds were the worst 
hit, reflecting stronger falls on 
the Far East stock exchanges. 
Hongkong plunged 50%, Singapore 
48% and Sydney 46% from their 
peaks. 

Far Eastern funds are also al- 
lowed gearing, which would have 
magnified their falls. Gartmore, 
Thorntons and Schroders were nota- 
ble users of gearing — usually for the 
more speculative high risk, high re- 
turn funds. 

The slicing of NAVs duly hit unit prices. Of funds regis- 
tered with the Hongkong Unit Trust Association, Hongkong 
equity funds were the worst affected, with the average unit 
price crashing 50% in October. 

Australian equity funds were a close second, slump- 
ing 48%. Singapore/Malaysia funds were down 45%, 
Asean equity funds 43%, Far East equity funds 33%, US 
equity funds 30%, British equity funds 24% and European 
equity funds 21%. International managed funds declined 
28%. 

Previous _ high-flyers became spectacular losers. 
Gartmore’s Oriental Ventures Trust had been the best per- 
forming trust in the world. Set up three years ago as a vehicle 
for speculative investment, the fund gained 531% in the two 
years to the end of September. In October, the NAV shed 
63% and the unit price 66% , while the two-year return was 
slashed to just over 100%. Thorntons’ Little Dragons Fund 
— which had a gearing of 12.5% at end-August — dropped 
63% in NAV. 

In Hongkong, unit trust had been outperforming the mar- 
ket this year. But this situation was abruptly reversed in Oc- 
tober. The trusts’ median gain to September was 72%, as 
compared with the Hang Seng Index’s 57% advance. In Oc- 
tober, the unit trusts’ median performance was down 13%, 
compared with 1 January, while the Hang Seng Index’s de- 
cline was only 10.6%. 

Larger pension funds — those with assets over HK$15 
million (US$1.9 million) and which tend not to invest 
through unit trusts — appear to have been less scathed. Pen- 
sion funds were also helped in that they did not need to resort 
to urgent redemptions. 

Declines of such magnitude in unit prices prompted fears 
of mass redemptions, as panicking investors sought to con- 
vert the remnants of their investment to cash. Pessimists said 
that the full brunt of redemptions would surface in 
November — as October was marked by a strong cash inflow 
until the crash, which occurred in the second half. Add to 


Market plunge could be 
| blessing in disguise. 


















































~brief in the past two weeks has been re- 





that many funds’ sub-underwriting (at a 
hefty loss) of the Cheung Kong group's rights 
issues — and the collapse in the value of 
second liners — and unit trusts might have 
been forced into distress selling of blue 
chips in order to raise the liquidity for obliga- 
tions. 

Fund managers are conveying another 
message. While panic redemptions were a fac- 
tor, some concede, these were limited. Invest- 
ors are prepared to sit out better times, which 
might already be at hand. 

Connaught’s Michael Smith said that the 
redemption rate in the Hongkong unit trust 
industry was only 1.5% of the units’ size. 
Thorntons’ Peter Everington thought the 
figure was higher at about 5% — redemp- 
tions in the speculative Tiger Fund had 
reached 10%, he said. “If there’s no mad- 
ness from New York, there will be a slow 
climbing of the wall of fear,” Everington 
maintains. 

One problem is that in Hongkong’s under- 
regulated market, the funds are not obliged 
to inform the regulators of their redemp- 
tion rate, Unitholders will have to await 
the half-yearly analysis of assets before 
any clarity emerges on redemptions, and 
the next reporting date is only due at end- 
December. 

That must be little comfort to unitholders 
in need of reassurance, not to mention the 
securities commissioner. His overseeing 


duced to telephonic appeals from his staff 
to fund managers for an oral report on the 
damage. 

Still, if stability returns to the market, it 
would appear illogical to cash in returns. Nor 
have any applications to register new funds in 
Hongkong been withdrawn from the Securi- 
ties Commissioner’s Office. 

On the contrary, the number of applica- 
tions has risen since the crash from 90 to just 
ver 100. Neither did any manager have to re- 
Prt to the rule which allows him to limit re- 








THE GREAT COLLAPSE 


Unit Performance 




















demptions from his fund, where these exceed 
10% of the fund’s value in a week. o 














Go defensive on Tokyo stocks 


By Richard Hanson in Tokyo 


t is probably fair to say that most foreign investors made 

tidy profits while they were in the Tokyo market. Even 
after the latest crash — and subsequent volatile tremors — 
foreign investors can take some comfort in having lost less in 
Tokyo than they would have in Hongkong, Sydney, London 
or New York. A survey by Japan Financial Report of offshore 
funds invested mainly in Japan found that on average the 
funds shed 15% of their value from the end of September to 
the end of October, but they were still marginally ahead of 
where they stood seven months earlier. Those who tot up 
performance figures in US dollars received an exchange-rate 
bonus of nearly 6% in October, as the yen jumped to record 
highs. 

Strategists assume that the Tokyo market still has a good 
deal of downside risk, and say that it is best to use the 
next six to 12 months to reorganise portfolios into more 
defensive holdings. Typically, those would include pharma- 
ceutical shares and possibly consumer-related, fashion and 
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leisure stocks. A strong yen is supposed to boost consump- 
tion. 

The chief strategist at one of the big four Japanese 
brokerages says that the best way for investors to “store 


value” over the next few months would be to divide glo- | 


bal investments in three parts among long-term West Ger- 
man bonds, short-term Japanese Government bonds and 
old. 

z The stockmarket also has a friend in Japan’s Ministry of 
Finance (MoF), which has cajoled and conspired with brok- 
ers and investors to limit the damage following the 19 Oc- 
tober price crash. The government, among other things, was 
concerned that its huge flotation of NTT shares would be put 
in jeopardy by a collapsing market. 

But there are limits to what the authorities can do, and 
there is always the danger that official intervention in itself 
could give the market a fright. If things are that bad, it might 
just be time to sell. The MoF would argue that the Tokyo 
market has shown itself to be better able to face up to volatil- 
ity than might have been expected. After all, many pundits 
expected that Japan’s overpriced market would lead world 
stockmarkets down — not Wall Street. a 





























that gives us an international edge? 


the other way around? 





































At Privatbanken we offer an 
understanding of the financial life 
of Scandinavia that stretches 
back over 130 years. 
And a domestic network of 
over 1,000 branches, thanks to 
our association with the Scandi- 
navian Banking Partnership. 
It's the basis of our 

ae SUCCESS, 

But then so too is 
our global network 

of wholly owned 
subsidiaries. 
The question is, which 
comes first? 
Both, obviously. But then 
again, neither. 
Because we know that inter- 
national banking is a two way 
business. 
Which explains why our dom- 
estic and international expansion 
took place at the same time. 
The one serves the other 
In many ways it’s a philoso- 
phical approach. Our customers 
bring us problems. We give them 
solutions. And sometimes, solu- 
tions to problems they didn’t 
know they had. 
But as our customers do 
know, that's a very real advantage. 
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Malaysia’s electronics industry enjoys a spectacular boom 


All charged up 


hile most sectors of the Malaysian | it’s going to be the first quarter [of next | fabrication plant in Penang was the firs t 
economy are only beginning to re- | year before buying-behaviour patterns in Southeast Asia outside Singapore. 
cover from the 1985-86 recession, the | change”. World consum tion of semi- | Until then, all wafers had been im- 
electrical-machinery and electronics in- conductors grew by 44% in 1986 to ported, leading to complaints from 
dustries are booming. Figures an- M$85 billion and — provided there isno | some quarters that the US was using 
nounced recently by an industry group- | global recession — it is forecast to grow Malaysia simply as a low-labour cost as- 
ing of semi-conductor manufacturers | to M$150 billion by 1991. seats operation with little relevance to 
confirm that the strong growth is likely The latest book-to-bill ratio figure — | the rest of the economy. 
to be continued through 1988 as well. | for October — has registered a slight Wafer fabrication is a very complex — 
Meanwhile, last month's budget speech | increase from 1.04 to 1.05. This is | operation which requires exacting man- 
revealed that for the first time, electro- | down from the peak of 1.2 recorded in | ufacturing techniques and stringen! 
nics has overtaken petroleum as the | April this year but is still considered | quality control. Because of this, the es 
country’s biggest export earner. healthy. tablishment of the two plants — both in 
Speaking in Kuala Lumpur on 12 The strength of the book-to-bill ratio | Penang’s Bayan Lapas free-trade zone _ 
November, the president of the Malay- | is cited as one of the main reasons for | — is expected to increase the value- 
sian-American Electronics Industry | the accelerated pace of investment. In added of the Malaysian semi-conductor 
(MAEI) grouping, Roger Bertelson, | addition to the M$272 million expendi- | industry, which is currently estimated i 
said that his 13 member com- Ze 
panies expect to increase MALAYSIA’S GROWTH 
their sales from an estimated INDUSTRY 
M$4 billion (US$1.6 billion) 
in 1987 to M$4.3 billion in 
1988. He added that due toa 
steady improvement in sales 
throughout the year, invest- 
ment in new capacity by the 
semi-conductor manufactur- 
ers is expected to exceed 
planned expenditure by 67% 
in 1987. 

MAEI member firms 
operate 16 out of the 23 elec- 
tronics plants in Malaysia and 
their sales account for about 
42% of total exports of the 
electrical and electronics in- 
dustries sector. The an- 
nouncement by the grouping q 
is the best confirmation so E 
far that the industry's strong first-half | ture slated for this year — up by M$109 | at M$1.04 billion, or about 26% of — 
growth recorded by the Ministry of | million on earlier forecasts — the US | sales. we 
Finance (REVIEW, 5 Nov.), has been | manufacturers are forecasting invest- Before the start of wafer fabrication — 
maintained through the third quar- | ment of M$317.2 million in 1988 and | in Malaysia, it was estimated that the 
ter. M$322.7 million in 1989. By the end | electronics industry was importing some — 

Bertelson, who is managing director | of this year, the total investment of the | 95% of its raw materials. In 1987, forin- 
of Motorola Semiconductor, said that gap in Malaysia is estimated to reach | stance, the US manufacturers are ex- 
the book-to-bill ratio of his members $1.5 billion. cted to import materials worth M$2.7 
has been above 1.00 since December The main investment projects this | billion, most of which consisted of 
and that exports are expected to be up | year have come from a plant expansion | chips. 
by 27% at year-end. (The ratio mea- by Western Digital and the launching of an 
sures the proportion of orders to actual wafer-fabrication plants by National Ta managing director of National 
deliveries: the higher the ratio, the big- | Semiconductor a Intel. The Western Semiconductor Malaysia, D. J. Hill, 
ger the backlog of orders.) Malaysia is | Digital expansion is expected to cost | was quoted at the timeas saying that 
currently the No. 3 producer of semi- M$14 million and provide additional | group expects to make savings of M$32 _ 
conductor components in the world. employment for some 450 people. The million a year with the new plant. Hill | 

MAEI's growth estimate is slightly | two wafer a are expected to cost a | also said that his company was now ~ 
higher than the official government esti- total of M$437.5 million, spread over a | undertaking computerised testing of | 
mate but it is based on data up to the | period of two years, and provide em- | finished chips locally, having built up a — 









































































































































































































































end of September, prior to the world ployment for 1,050. pool of trained “engineering and techni- | 
stockmarket crash. Bertelson said it was The establishment of the wafer-fab- | cal talent with a full EPET of | 
too early to detect any slowdown in or- rication plants is something of a coup for product engineering and semi-conduc- | 





ders as a result of the crash, but he told | Mala sia. When it came into operation | tor technology.” d 
the REVIEW that “we all of us feel that | in May, the National Semiconductor According to a recent survey of the 
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turers, i : 
‘costs: are -ape 


% lower than in-the US, 
uch of this saving comes from cheaper 
bour but the manufacturers are quick 
im that they do not employ just un- 








employing about 35,700 people — up 

33,328 in 1986. Of 2,850 new 
loyees, 207 were engineering gra- 
s fresh from university and the 
anufacturers claim that their produc- 
ncreasing ata rate of some 20% 











Overall employment in the electro- 
ics and electrical industries is estimated 
more than’ 100,000, or around 
2% of the total manufacturing-sector 
orkforce. The Malaysian electrical 
is still very much the junior 
er,.. employing. about 14,000 



































One of the stranger aspects of Ma- 
sian manufacturing is that only some 
of electronic components actually 
owards the -manufacturing:of indus- 
ial and consumer appliances. This is 
roving rapidly but Malaysia has a 
way to go before it catches up with 
pp Pore’ 48%, or South Korea’s 
to 


Economic Report, Malaysian 

ut of TV sets increased by 59.5% 
ng the first seven months of 1987 to 
681,270.units, while production of 
vas up by 41.4% to 7.9 million 
aş also a banner year:for the 
itioner. manufacturers, which 
d 275,762 units during the same 
5.5%, largely as a re- 
roved orders from over- 







‘ir itioner sales have expanded 
idly that the country is now the 
argest exporter in the world, ac- 
rding to the Malaysian Industrial 
Jevelopment - Authority (MIDA). 
However, MIDA has pointed out that 
s achievement is due almost solely to 
efforts of one 100% Japanese- 

























sehold ‘refrigerator. pro- 

ed by 20% in the four 

for instance, and tele- 

oduction fell. 68% over 

iod: This trend is more seri- 

light at first seem, as about 

7o Of the electrical-appliance manu- 
icturing capacity is geared towards 
domestic market: i 

















ated assembly-line operatives. By 
ar, the MAEL factories expect to 


According to the Ministry of Fi- 


pues procedure. The ruling could yet 
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‘ment with the US. ~ 
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By Christopher Marchand in Hongkong 
A normality of sorts returned to the 

Hongkong stockmarket this week. 
The Hang Seng Index gained more than 
10%, and the Futures Guarantee Corp., 
in an effort to restart. trade, lifted the 
ban on selling short and slashed the 
margin per contract from HK$50,000 
(US$6,410) to HK$25,000. 

The composition was announced of 
the government-sponsored inquiry into 
Hongkong’s securities. markets. The 
chairman is lan Hay Davison, former 
chief executive of Lloyds in London. 

The stock exchange’s new chief exe- 
cutive Robert Fell — his diplomatic 
act now. well-honed after his earlier 
stewardship of the then crisis-plagued 
Hongkong Banking Commission — has 
also been dispensing words of urbanity 
and reassurance. 

While he has yet.to say much of sub- 
stance, his presence has helped restore 
large local‘and foreign brokers’ market 
confidence, especially among brokers 
who were disillusioned at their exclu- 

_sion from any say in the affairs of the 
‘Stock exchange ‘under the administra- 
tion of chairman Ronald Li. Fell has 
taken care to steer clear of leadership 
questions, and has manfully defended 
Li. Li’s outburst when addressing a con-. 
ference in Taiwan on 9 November — he 
referred to bullying foreign brokers and 
asked if some brokers thought the col- 
our of their skin entitled them to rep- 


Hongkong tries to smooth the waters in its troubled exchanges 





resentation on the stock-exchange com- 
mittee —- was “perhaps overcolourful,” 
Fell said. * ee eige E g 
Fell talks elliptically of the need to 
restore market integrity; create ‘anew 
system for settlements, and ensure that 
“the apples and pears must be of equal 
quality.” What this means in practical 
‘terms’ is: so far delicately: left. un- 
answered. Confronted with allegations 
about preferential entitlements in new - 
share issues, Fell adopts a “Jane Aus: 
ten” posture of being unable to ima- 
gine anything so dastardly. 4 
Two factors underline Fell's- per- 
formance to date. One is that any initia- 
tive for reform of Hongkong’s securities 
markets is more likely to'emanate from 
the Davison Committee. Fell, it seems, 
will play more the loyal administrator, 
though he has not said how long he ex- 
pects to hold his job. 
"» The second is that Fell needs to tread 
with sensitivity. The management of the 
futures exchange has been swept aside 
and the large foreign-owned brokerages 
are pressing for representation on the 
stock-exchange’ committee: Fell has 
come in as thè senior chief executive, 
and small local brokers are angry at 
their perceived unfair treatment under 
the government-organised bail-out of 
the futures exchange. 
The government's and Fell’s strategy 








is thus to implement reform without as- 
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Gatt’s spirit leveller 


Ruling may force changes in Japan’s liquor taxes 


By Charles Smith in Tokyo 

apan faces a series of crucial deci- 

sions on trade liberalisation follow- 
ing decisions by two. General Agree- 
ment on Tariffs and Trade (Gatt) 
panels, which. ruled that: it is dis- 
criminating against ‘farm — imports 
through quotas, and against imported 
liquor through a system of excise duties 
which favours local products. 

The Gatt decision on farm products, 
covering 10 out of 22 items still covered 
by import quotas, has yet to-be formally 


- presented to the Gatt council by the 
_ three-man panel which judged the case: 


under the organisation’s Article 23 dis- 


superseded by an out-of-court settle- 


The position ‘on spirits imports ‘is 


-imports in-a number of important re- 






“which classifies whisky and brandy into 
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more urgent from Japan's point. of 
view, if only because a Gatt ruling 
on the issue has already been publish- 
ed. At a meeting of the Gatt Council 
on 10 November, Japan reluctantly 
“accepted” a panel ruling on a com- 
plaint brought by the European Com- 
mission (EC), which found that Japan’s 
domestic tax system was rigged against 


spects. : 
The Gatt panel found that the gen- 
eral effect of the Japanese system — 


three categories attracting widely differ- 
ent rates of taxis: Fis acetic imports 
romparéd: with most domestically dis- 
tilled whisky and brandy. More specifi- 
cally, it condemned as discriminatory 











cribing blame to individuals. Fell insists 
that no useful purpose would be served 
by conducting a post-mortem examina- 
tion into responsibility for the damaging 
four-day closure of the Hongkong mar- 
ket in October. Instead, he is seeking to 
emphasise the lowest common de- 
nominator in favour of market reforms. 
That would embrace the adequate sur- 
veillance of members’ financial posi- 
tions and the creation of a new cen- 
tralised clearing system. In principle, 
these proposals do not attract opposi- 
tion, but Fell gave no details. 


owever, Li's comments — while in- 
dicative of his abrasive tendency to 
personalise issues — are a revealing in- 
sight into the depth of emotional feelings 


the enormous tax privileges accorded to 
shochu, a distilled liquor made from 

tatoes or barley and mixed with 

ruit juices or colas to provide the 

basis for a variety of popular “long” 
drinks. 

According to figures cited by the 
Foreign Ministry, shochu normally car- 
ries a tax rate of ¥50-100 (37-74 US 
cents) a litre, whereas imported whisky 
pays more than ¥2,000 a litre. A differ- 
ence of this order constitutes major dis- 
crimination against imports, the panel 
ruled, and is unacceptable under Gatt’s 
Article 3 which forbids the use of tax po- 
licy to keep out imported products that 
are “substitutable” for the products of a 
domestic industry. 


Te Gatt ruling binds Japan either to 
modify its present system, or to face 
pro-rata retaliation from the EC — the 
Gatt party which originally requested 
arbitration on the issue under Article 
23. Failure to resolve the issue would 
cost Japan credibility as well as export 
income, since the government has con- 
sistently claimed that its foreign-trade 


on the floor. From the small brokers’ 
point of view, the demand by larger brok- 
ers for cashier cheques was extremely 
damaging to trust. Nor were the foreign 
brokers exactly holier than thou — with 
delays in delivering scrip that impeded 
the smaller brokers’ ability to trade. 
And the choice of George Lamborne 
of Thomson Securities in New York to 
act as the Futures Guarantee Corp.’s 
dealer in the liquidation of futures con- 
tracts taken over from defaulting brok- 
ers was unfortunate in arousing a seem- 
ing conflict of interest. Wardley-Thom- 
son was one of the largest players in the 
futures market. As a major short seller, 
it was among those firms with the 
most to lose from a collapse of the 
futures exchange, or a closure of fu- 
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tures contracts at an arbitrarily set price. 

Meanwhile, the number of broker 
writs served against clients also con- 
tinues to grow, but the small brokers 
have not been engulfed in a feared wave 
of insolvencies. W&A Brokers has to 
date been the only broker on the stock- 
exchange floor placed in liquidation, 
though Fell has said that more insolven- 
cies could happen. 

There are also encouraging signs of 
an upkick in turnover and a return of re- 
tail participation. Rumours persisted 
that a Chinese consortium led by 
Cheung Kong Holdings’ chairman Li 
Ka-shing was building a stake in Hong- 
kong Land. But volume does not sug- 
gest that the consortium is yet in a 

ition to have wrested control from 

ardine Strategic Holdings. In any case, 
any purchases of miea dir Land at 
pre-crash levels would hinder a take- 
over bid at this time. A general offer to 
other shareholders would have to be 
pitched at the highest price paid by the 
aspirant controllers for Land shares 
within the previous six months. 

Even the one-month waiver of the 
Takeovers Code to allow major share- 
holders to raise their stakes in a com- 
pany above 35% without making a gen- 
eral offer has not been that widely 
utilised. Li Ka-shing has used the mea- 
sure to go over 35% of Cheung Kong, as 
has the Kadoorie family with Hongkong 
and Shanghai Hotels. Jardine Strategic 
Holdings has also raised its stake in the 
Mandarin Oriental from 35% to 40%. 

And selling from the larger overseas 


_| institutions — which are theoretically 


policy is based on the principle. of 
strict adherence to Gatt rules. But 
compliance could prove even more 
costly. 

Apart from injuring the big domestic 
whisky industry, the introduction of a 
“fair” system of liquor taxation could 
have a devistating impact on the 500 or 
so small companies which distil shochu. 
Shochu distillers, along with sake brew- 
ers, constitute a major political lobby 
and are an important source of em- 
ployment in some of Japan’s most 

ackward rural areas — including the 
southwestern prefecture of Shimane- 
ken, which includes Prime Minister 
Noboru Takeshita’s own constitu- 
ency. 

Japan has argued publicly against 
the Gatt ruling by claiming that its li- 
quor-tax system meets the requirements 
of “social fairness” by placing the main 
burden on consumers of luxury pro- 
ducts rather than “mass-market” drinks 
such as shochu. In private, though, offi- 
cials admit that something will have to 
be done to accommodate the EC — 
either at the end of 1987 when the gov- 


overweight in Hongkong equities and 
waiting for the chance to unload hold- 
ings — has also been persistent but not 
overwhelming. oO 


ernment’s tax council makes recom- 
mendations for tax reforms to be in- 
cluded in the 1988 budget, or as part of 
the much more ambitious package of 
tax-reform proposals that is due to be 
introduced in 1989. 

The preference would appear to be 
for a leisurely approach, given the poli- 
tical problems involved and the need to 
reconcile changes in liquor taxes with 
reforms to other indirect taxes which 
are in od sca 

EC officials in Tokyo say they would 
be happy for Japan to take its time find- 
ing a solution to the shochu and whisky- 
tax problems, if the result is a genuine 
solution rather than a series of fudged 
concessions designed to maintain pro- 
tection for local distillers. Experience 
with a previous Gatt ruling on leather 
imports, however, is said to be “not 
peceseui Prop ing.” Japan substi- 
tuted tariff quotas for direct quantita- 
tive controls on leather imports two 
years ago in response to a ruling by a 
Gatt arbitration panel, but Italian 
leather products still have only.a small 
share of the domestic market. o 





BANKING 


The road to Britain 
Hongkong Bank stakes a future with Britain’s Midland Bank 


| By Philip Bowring in Hongkong 

s y Re Hongkong and Shanghai Banking 

aI Corp. has mapped out its route to 
_ remaining British. It has achieved its 


longstanding ambition of gaining a 
foothold in Europe with the purchase of 
a minority stake in Midland Bank, the 
smallest of Britain's big four clearing 
banks, through an issue of new shares 


-by Midland. 


The acquisition, which will give 


_ Hongkong Bank 14.9% of Midland at 


an initial cost of about £383 million 
(US$678 million), is seen as a likely first 


_ step towards a full merger. Such a move 


= would allow the bank to retain its Bri- 


tish character and safeguard against 
gr which might emerge in Hong- 

ong in the run-up to 1997 when China 
will resume sovereignty over the terri- 
tory. 

Clearly, the significance of the 
Hongkong Bank purchase lies more in 
the manner in which it was made rather 
than its size. All the indications suggest 
it is much more than just an invest- 
ment. 

First, the move was made with the 

eement of Midland which is to issue 


81 million new shares to Hongkong 


Bank. Midland’s chairman, Sir Kit 
McMahon, described the deal as “an ex- 
tremely itive development which 
would enhance Midland’s capital and 
strengthen its business.” 

Secondly, the two banks are plan- 
ning a high degree of cooperation. As 
part of their agreement, they will try to 
rationalise activities to achieve cost sav- 
ings. This could involve Midland assum- 


_ ing or buying Hongkong Bank’s Euro- 


pean operations and transferring its US 
activities to Hongkong Bank. 


Thirdly, the deal has the blessing of 





the Bank of England, the final arbiter of 
British bank ownership. The British 
Government has no legal authority to 
block equity stakes of less than 15% but 
in 1981 the central bank successfully op- 
posed the Hongkong Bank’s hostile bid 
for the Royal Bank of Scotland. 

At the time the Hongkong Bank was 
considered too “foreign” to be accept- 
able to the financial establishment even 
though it operates out of a British terri- 
tory and is managed by Britons. Ironi- 
cally, McMahon was deputy governor 
of the central bank when the bid was 
blocked. 

Hongkong Bank has pledged not to 
increase its stake nor dispose of its hold- 
ing during the next three years without 
Midland’s consent. This should give 
both banks time to assess the value of 
their partnership and is likely to 
foreshadow a full merger. The Bank of 
England is unlikely to permit a foreign 
bank to acquire control of a top British 
bank. But this does not rule out the pos- 
sibility of an agreed reverse takeover 
by Midland under which Hongkong 
Bank would obtain British bank regis- 
tration. 


if ongkong Bank is paying a high 
price for the engagement. An initial 
payment of £383 million based on Mid- 
land’s mid-year value of £4.75 a 
share, against a pre-announcement 
market price of £3.55, will be made 
soon. 

It will be topped up on the basis of a 
price determined by Midland’s net asset 
value at the end of the year. The total 

rice is expected to be about £400 mil- 
ion. Hongkong Bank’s investment will 
yield around 6% against a funds cost of 


8%, so the purchase will dilute the 
bank’s earnings. 

Hongkong Bank should have no 
problem funding the acquisition. It 
raised HK$3.3 billion (US$423.1 mil- 
lion) through a rights issue in March and 
it recently raised US$800 million 
through a perpetual floating-rate note 
issue on the London capital market. 

The partnership promises to end 
Hongkong Bank's long search for a 
strong foothold in Europe, which it 
views as the “third leg” in a strategy en- 
compassing the Far East and the US. It 
is already Asia’s largest bank outside of 
Japan and through its control of New 
York-based Marine Midland it is also 
the biggest foreign bank in North 
America. 

Recent growth has taken place out- 
side Asia, with a US$800 million offer to 
minorities in Marine Midland (due to be 
completed next month), expansion in 
Canada and Australia and the develop- 
ment of investment banking and 
stockbroking through its James Capel 
and Wardley offshoots. Meanwhile, the 
bank has run down its non-financial in- 
terests in Hongkong. 

In terms of size, Hongkong Bank 
ranked 30th in the world with assets val- 
ued at US$91 billion at the end of 1986. 
Midland was 33rd with assets of US$78 
billion. But the British bank has been 
struggling with a crippling burden of 
problem Third World loans — it an- 
nounced it would be adding another 
£100 million to its doubtful debt re- 
serves simultaneously with the news of 
its link with Hongkong Bank — plus the 

ainful consequences of its fleeting af- 
air with Crocker National Bank in the 
US. That alliance left Midland smaller 
and weaker. It has had to sell off parts of 
its business and trim back others in 
order to survive. 

The link with Hongkong Bank 
should give Midland a much needed in- 
jection of new capital to fuel growth, ac- 
cess to important markets like the US 
and Far East, and a powerful partner to 
deter corporate raiders. oO 














That's right ... you can win millions by picking your own numbers p Ie 
. Government Lottery. In fact, last year Lotto 6/49 paid out $354,736,589.00.in ALL CASH PRIZES. And it’s all 
h week for a grand prize guaranteed to be not less thar 

izes. Grand prizes often run into the millions and hav 
id do with that much cash! This is your opportunity 
aking so many millionaires in Canada. _ 


_ free of Canadian taxes. There are two draws eac 
$1,000,000.00 with many millions more in secondary pr 


been as high as $13,890,588.80. Imagine what you cou 
find out because now you can play the lottery that’s m 


WHAT IS LOTTO 6/49? 


Lotto 6/49 is the officiat Canadian version of 
Lotto—the world’s most popular form of lottery. 
It’s the lottery in which you pick your own 
numbers.and it's called “6/49” because you 
select any 6 of 49 possible.numbers from 1 to 
49. Your numbers are entered in the Lotto 6/49 
computer system and if they match the six 
winning numbers chosen in the draw—you win 
the grand prize. Or if you have only 3, 4 or 5 
numbers correct you win one of thousands of 
“secondary prizes available. 


HOW CAN | PLAY? 


Complete the attached order form and send it 
to Canadian Overseas Marketing along with 
the necessary payment. Your numbers will 
automatically be entered for the specified 
length of time. You may select from 1 to 6 
games. for 10, 26, or 52 weeks. Each game 





ORDER TODAY! 
Mark six numbers on each game board 
g you wish to play. Sys 






PICK YOUR PLAN — Check only one box below next to the 
option of your choice. ALL PRICES IN U.S. FUNDS 





26 WEEKS 52 WEEKS 


10 WEEKS 
(20 Draws) (52 Draws) (104 Draws) 
4Game =: 8 45. 0 $112. $ 225. 
2Games © $ 90. O $225. (1 $ 450. 
3Games C $135. ©) $337. © $ 675. 
O $450. O$ 900. 
1 $562. O $1125. 


C1 $675. 





$1350. . 





gives you another chance at the grand prize for 
every draw in which you are entered, You 
receive a “Confirmation of Entry” by return 
mail acknowledging your order and indicating 
the numbers you have selected as well as the 
draws in which they are entered. 


HOW DOI KNOW WHEN | WIN? 


: You will be notified immediately when you 
wina- prize of $1,000.00 or more. Also, a 
complete list of all winning numbers -wili be 
sent to you after every tenth draw so that you 

= can check along the way to-see how you are 
doing. At the expiration of your subscription 
you will be sent a final statement of your 
winnings. All prize money will be converted to 
any currency your wish and confidentially 
forwarded to you anywhere in the world. 


So mail your order today—the next big 
winner could be you. 4 





laying Lotto 6/49—Canada’s most popu 




















PRIZE BREAKDOWN (Actual Sample of One Dra 

om oor 

PRIZES PRIZES PRIZE VALUE _ 

1ST PRIZE l a0 

SOUT OF 6 REG, NUMBERS 
2ND PRIZE 
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TOTAL PARE VALUE 
$37 ,443,228.10 
* All prizes quoted in Canadian dollars. : 
4st, 2nd, 3rd, and 4th prizes are calculated on a percentage 
the-total prize pool. Since the prize pool fluctuates from draw 
to draw, the size of the prizes will vary from the size of th 
prizes shown above. - 
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ginning of the year to 62,250 tonnes. 
Other factors have been supply in- 
terruptions (notably strikes in Canada 
cand Peru) and transport difficulties in 
| Zaire and Zambia. This lost production 


-1 will amount -to 300-400,000 tonnes this | 









year; according to. Robin Bhar of Lon- 


decline may seem minor in relation to 


COMEX COPPER PRICE 


tis ort-term squeeze, so for- 
ward prices have been much lower. The 
backwardation (as it is called) for deliv- 
ery in three months has reached £300 
and more. 
_ The cause of copper’s renaissance is 
both clear and.a bit mysterious. It is 
‘lear in the sense that consumption has 
risen faster. than production. It is also 
lear that. production has been below 
consumption. for several years, which 
as whittled down stocks. Stocks on the 
London Metal Exchange, for example, 












50. ———— 
1882 4963 1984 1985. 













Quasi-sovereign risk? 


inese firm borrows US$150 million without a state guarantee 


“This specific transaction is important 
to Sinopec as a foundation for our 
medium-term financing strategy. It will 
be fully transferable, will be quickly 
|-drawn down, and is’ structured to 
achieve the widest international sup- 
port.” ~ 
_. The facility. will be used to develop 
the second phase of the Qilu and Yanzi 
ethylene complexes. Both are targeted 
for completion in 1989: Sinopec’s presi- 
dent, Chen Jinhua, said the plants 
when. completed _ will supply - much- 
| needed raw materials to China’s plastics 
and textiles industries and reduce the 
amount of foreign exchange used for 
imports. 3 A 
The transaction is-divided into two 
arts: a conventional London inter- 
ank offered rate (Libor) tranche of 
-US$80 million and a Japanese tax-spared 
tranche of US$70 million. There-is a 


ithout an expo 
bankers regard 
has been. under 
ionths, as a sovereign risk. China’s 
it rating is as good as any of the top- 

tier borrowers in Asia, which include 
pan, Malaysia and Thailand, a lead- 
ing manager told the REVIEW. He ex- 
pects. more ministerial bodies with 


the 













availability. 
The tax-sp 
spread 





e carries a 


| have fallen 112,500 tonnes since the be 





are low. 

What is slightly mysterious is the 
cause. of growth in demand..As Stephen 
Briggs of brokers Shearson Lehman 
says; “Nobody really knows why de- 
mand has been sọ strong.” Not 
everyone éven agrees when the demand 
increase occurred: Shearson. Lehman 
says demand grew 6% in 1986 and has 
been flat in 1987. But Rudolf Wolff 
claims it has been the other way round. 

- Both admit they Kave been surprised 


















| don metal. brokers. Rudolf Wolff. This | 
















































five-year grace period and a one-year . 






bor for the | 


and nonplused. by the consumers’ ap- 
petite for the metal. Copper was meant 
to be going out of fashion because. the 
telecommunications industry, for exam- 
‘ple, was turning to optical fibre. Strong 
demand has been seen, however, from 
the US construction industry, from 
Japan and the newly industrialised 
countries. More fundamentally, the de- 
mand may be a lagging response to the 
fact that copper has been for several 
years a very cheap commodity, — 
The beneficiaries of the current price 
rise include the region’s three major 
copper producers: the Philippines, 
Papua New Guinea and Australia. (Less- 
er producers are China and Indonesia.) 
But the region is a bigger consumer of 
copper than a producer. According to 
Shearson Lehman, Asia ‘and Aus- 





maining five years. Under the Sino-Ja- 
panese tax treaty; Japanese banks par- 
ticipating in a Chinese deal are eligible 
for tax benefits from the Japanese Gov- 
ernment. 

Pricing for the conventional tranche, 
at 0.25%, is: regarded as too fine by the 
market.. One British bank executive 
told the REVIEW that when the bidding 
dropped below 30 basis points, he pull- 
ed out. “In my books, Sinopec doesn’t 
have the same standing as other Chinese 
financial-institutions, such as the Bank 
of China, the China International Trust 
and Investment Corp. and similar other 
regional corporations, so when the mar- 
gin became so thin, I decided it wasn’t 


worth it,” he said. 
To were’ few British and US 
banks, the majority being Japanese 
and continental European banks. One 
banker said the new. capital-adequacy 
ratios imposed on US banks have re- 
duced much of their liquidity, while 
another banker said many international 
banks with large bad-loan portfolios are 
now turning away from medium- to 
long-term lending, and ‘concentrating 
on short-term trade finance and fund 
management: ` es 
-But a member of the bank syndica- 
tion said a Significant factor influencing 
Sinopec’s choice of participants was the 
orporation’s active trading in Europe 
nd Japan. Of. the four mandated 












































































tralasia produced 960,000 tonnes in 
1986, but used about twice as much. 
Japan is the dominant user, but the big 
percentage growth in demand in recent 
years has been from Taiwan and South 
Korea — with average annual demand 
growth of 12:3% and 17.4%, respec- 
tively. 

The consensus is that the price must 
fall back in.a few months. Bhar is among 
the more bullish, saying that prices will 
rise further in the short term and will 
only begin falling in three to five | 
months. It may take that long before 
new supplies begin coming to the mar- | 
ket in quantity. Certainly, new supplies 
are on the way: There are three major 
new sources coming on stream next 
year, one of them being the Ok Tedi 
mine. in Papua New Guinea, which is set 
to increase production dramatically to a 
rate of 200,000 tonnes a year during the 
second half of 1988. 

But since most pundits believe prices. | 
will fall quickly, they may not: produc- ` 


{ 


i 
H 
| 


fluenced by forecasts of slow world eco- 
nomic growth, will hesitate to bring 
mothballed capacity back on line. 

Long term, prices certainly will re- 
treat. Within a year, or 18 months at 
most, prices should be below current 
levels. Fundamentally, copper is widely 
spread around the earth and the tech- 
nology for extracting it has vastly im- | 


proved over the past 10-15 years. | 


banks, IBJ Asia, with a US$6.4 million 
share of the loan, is the bookrunner for 
the Japanese tranche and Morgan 
Guaranty, with US$6. million, runs the 
books for the conventional tranche. The 
other two are Deutsche: Bank, the 
agent, and Manufacturers - Hanover 
Asia. : i ; 

oui Sinopec was established in 1983 in a 
4 merger “of some. 40. large-scale pët- 
rochemical enterprises previously ad- 
ministered by several government or- | 
ganisations. It has a registered capital of 
Rmb 21 billion (US$5.6 billion) and had 
total assets of Rmb 44.4 billion at end- 
1986. Last year, the company made 
total profits of Rmb 4.4 billion and ex- 
ported about US$800 million worth of 
petrochemicals. 

Meanwhile, another Japanese tax- 
spared loan was made to a different 
Chinese unit, the Huaneng Interna- 
tional Power Development Corp. of 
China. The seven-year, US$90 million 
loan, which has a four-year grace 
period, carries interest at 0.12% over 
Libor. It will be used to finance part of 
the building of a US$350 million power 
plant near Shanghai. Huaneng has man- 
dated First Chicago Hongkong and 
CCIC Finance to syndicate the facility. 

Huaneng was set up by the Chinese 
Government to import power plants to 
| satisfy China’s electricity needs. It is 
1.60% owned by Peking’s Huaneng Fine 
Coal-Corp. 











ers, accepting the general view and in- | 


We may not work with IBM, ` 


but our systems can. 

Noone computer company can 
produce the solution to every one of 
your problems. And we're not saying 
that Wang is the exception that 
proves the rule, RS 

What we are saying is that 
‘replace, replace’ is no solution 
either, when there's a perfectly viable 


__and cost-efficient alternative. ie 






Wang System Networking [WSN], we 
can provide the missing link 
totally integrate virtually all m 
and types of product and syster 

‘So that you can choose not ju: 
Wang or IBM, or whatever, but th 
vendor/system combination tha 
best for the job. =: 























By Bailey Ericson in Port Moresby 
Sural economic development re“ 
ains the keystone of Papua New 
uinea’s first -billion-kina budget, for 

alendar 1988, which was brought down 
on 10 November. But this is a largely 
unadventurous document which’ does 















igrarian-reformist government. 
There are few initiatives and no new 
evenue-raising moves, apart from the 
troduction of a 15% capital-gains tax 
On investments in land and other assets, 
uch as logging rights, fishing projects 

id mining interests. acquired after 10 

vember. The latter is not expected to 
bute much. to 1988 revenue.’ It 
oes provide for a 10-year tax holiday 
ew, approved investments in 
ified underdeveloped areas and un- 
rporated joint ventures will be al- 
owed to participate in mining develop- 

nee. 
oadly, the budget follows the pat- 
f 1986 and 1987. But for the first 
ie, it incorporates a. medium-term 
ategy which emphasises economic 
owth, the creation of income-earning 
portunities in rural areas, fiscal self- 




















pnomic inequalities, 
It also lays the foundation for an out- 





ve an ad-hoc aid package, the gov- 
t will go to the World Bank con- 
group meeting in May with a 








ted donors. 









match the political rhetoric of the. 


ina drive to grow 


P pua New Guinea announces a record 1988 spending plan 




















nce and a reduction of social and | 


t-oriented approach. Rather than re- | 


ist f priority projects for funding by in- T 












ernment’s desire.to be less dependent 
on Australian aid and to: fund the 
budget through the generation of more 
internal revenue and sale of assets. In 
1988, Australian assistance. (including 
project aid) will comprise 19.5% of total 
revenue. 

While Papua New Guinea is uncom- 
fortable with its dependence on Austra- 
lian budgetary support, in the short 
term it cannot do anything about it. But 
in the medium term, Australian aid is 
expected to fall to about 14.3% by 1992, 


œ PNG 






























BUDGET 


“money-1 ators point to a far 
higher figure. 
The sale of treasury bonds and the 
use of the central-bank overdraft facility 
is likely to reduce the amount of funds 
available for private-sector lending. In 
addition, the likely budget gap will: put 
pressure.on interest rates or precipitate 

another liquidity squeeze. 

Real 1988 GDP growth is estimated 
at 1.2% (2.9% in 1987), expected to rise 
to’ 5.9% in 1989 — provided. Misima 
comes on line. 

The government is banking heavily on 
future high levels of mineral and oil-re- 
source development, particularly at the 
giant Lihir mine, which has been de- 
scribed by the developers — Niugini 
Mining (20% ) and Kennecott (80%) — 
as “the world’s largest undeveloped 
gold deposit.” In addition, a feasibility 
study has also begun for exploitation of 
oil fields around lagifu ‘in the 
southern highlands, which have 
béen speculated to hold at least 
600 million barrels; 

The immediate outlook for 
the balance of payments is bleak 
and the government will proba- 
bly have to run down reserves in 
the next few years. Overall, the 
budget provides for planned 
government expenditure of 
Kina 1.07 billion, up Kina 107 
million from 1987 (11.1%, or 
5.1% in real terms). Other as- 
pects of the budget include: 

» Projected internal revenue, 
set at Kina 696 million, or 79% 
of the total. There is an expected 
shortfall of Kina 187 million, to 
be made up partly with a Kina 46 
million special loan of Stabex 

























funds from the EC to compen- 











sate for low prices for agricul- 








12.0 


“| Figures may not add due to rounding. . 






he theory that income- 
rowth is essential before 


nding for the economic sector 
35.9% in real terms, with infra- 


cture expenditure up by some 1.1%. 


erall expenditu 
se areal 5t% 
H analysts question the abi- 
re nts to digest the 

because of ill- 


re is anticipated’ to 


funds allocated, large 
med and inadequately planned pro- 
sand lack of adequately trained staff 
departments such as Finance and 
nning and. Agriculture and Live- 











with the emphasis. shifting from di- 
rect budgetary support to tied project 
aid. 


P ort Moresby is also weighed down by 
increasing debt servicing, now some 
21% of budget spending. Repayment, 
at an increased rate, of commercial 
loans and interest payments on monies 
borrowed in the early 1980s by previous 
Saami are expected to total Kina 


226 million (US$251.7 million) or 32% 


of total internal revenue, up Kina 41 
million. 

With the emphasis shifting from 
commercial loans, the government is 
opting for soft and hard concessional 
loans and for borrowing domestically, 





raise only Kina 40 million domestic: 


Pwo | eo] | 



















REVIEWTAGLE by Andy Tang 








But while it has indicated an intention to | i 





tural products. 
» An 11.2% réal increase in 
customs revenue anda 9.8% in- 
crease.in tax receipts. 

> Concessional borrowing ` of 
Kina 101. million, with ordinary 
commercial borrowing of Kina 40 
million to be raised domestically. 
» Privatisation of some govern- 
ment assets, which is expected to yield 
Kina 9 million. 

» An inflation. projection of about 5% 
(compared with 3.5% in the year to 30 
June}. 

> The introduction next year of free 
primary education, partly at the ex- 
pense of tertiary education, which will 
suffer a- projected budget cut of 2- 
3%. 

> Economic-sector spending receives a 
Kina 36 million: boost to Kina 134 mil- 
lion, including.an additional Kina 27 
million (up 79%} for the Agricul- 
ture Bank-of Papua New Guinea which 
is being geared to increase loans to 
rural small-to-medium scale business- 
es, with .an emphasis on smallholders 
griculture, fisheries and- fores- 
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Men and women of distinction always have something rare in common, like a Corum watch on 
their wrists. For instance, the “Romulus” in 18 carat gold with the “Roman hours” 
hand-engraved on the rim. Romulus. An ultra-slim, quartz and water-resistant model. 

In solid gold, platinum or steel/gold. 


Corum watches are on view at the finest jewellers. For information: Tokyo: JAPAN TIME-ART CORPORATION, Tokyo Kintetsu Bldg.. 19 Kanda-Matsunaga-Choa, 
Chiyeda-K.u, Tel. 253.1331. Hong Kong: SHUI HWA WATCH CO LTD., 50 Des Voeux Road C. Tel, 5-236447. Singapore: SHUI HWA JEWELLERY CO LTD., 02-112 
“Far East Plaza, 14 Scotts Rd., Tel. 7374240. Kuala Lumpur: WOO HING BROTHERS SDN. BHD., G31 Kuala Lumpur Plaza, Tel. 2419420. Jakarta: LIBERTY 
- WATCHES & JEWELLERY, G42 Ratu Plaza, Tel. 711998, 
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Foreign Exchange and 


Deutsche Bank. 


Experience that 


gets the job done. 


It requires a twenty-four 


< hour global capability, a pres- 


Deutsche Bank AG 


‘Head Office 
Taunusaniage 12 
PO: Box 100601 


8900 Frankfurt am Main 1 


“Teh (68) 7150-0 


ence in every important for- 
eign exchange center. It calls 
for fast, competitive and confi- 
dential quotes in any of the 
world’s important currencies. 
lt demands skillful risk man- 
agement services, the ability 
to use forwards, options and 
other tools to hedge client 
positions. It calls for technique, 
and sometimes, innovation. 


Deutsche Bank J _ a 


Deutsche Bank AG 
Tokyo Branch 

ARK Mon Building 23 F 
12-32, Akasaka, I-chome 


1 Collins Street 
Melbourne, Victoria 3000 
Fel. (3) 65412 77 
Minato-ku, Tokyo 107 15 Castlereagh Street 
Tei: (3) 5881971 


Tel (2) 2388000.. A 


Deutsche Bank Australia Ltd. Deutsche Bank {Asia} AG 


“Tel 224 4677 


Deutsche Bank is a world 
leader in foreign exchange, 
because day in and day out, 
our experience gets the job 
done. 

For foreign exchange, as — 
well as other investment and 
commercial banking services, 
consider using the experience 
of one of the world’s leading 
banks. 


Contact the Deutsche Bank a 


office nearest you. 





Hong Kong Branch 
New World Tower 


Singapore Branch 

50 Raffles Place 

Singapore 0104 

Maxwell Road PO Box 3941 
Singapore 9059 


16-18 Queen's Road C 
GFO. Box.3193 

Hong Kong 

Fel. (5) 8430400 


Deutsche Bank (Asia) AG Other Deutsche Bank {Agia} 
branches in: Bangkoko oic 
Bombay. Colombo, Jakarta, 
Karachi, Kuala Lumpur: 
Lahore. Macau, Maria. 
Pusan, Seoul, Taipe 



























AEG was responsible 
for the electrical instal- 
: "i lations in South-East 
Asia’s largest hote! and shopping 
“complex (Marina Square, Singa- 
pore). Design and installation was 
carried out using the “Fast Truck 
‘Design Method", achieving a 
standard surpassing the IEC and 
“British Standards “requirements. 
The equipment involved included 
-98 medium-voltage switchboards, 
“a? medium-voltage transformers 
and 7 generators. 


Headquarter 


Th re’s. 
but nob 


The city of Berlin has to cover its electricity requirements with its own power stations and cannot fali back or 


demand. AEG designed and built the world's first and largest (17 MW) battery storage system in comme 


the Berlin mains in a fraction of a second — without pollution. 


Innovative technology from AEG. Here’s more: 








Error-free and reliable 
production software 
guarantees a smooth 
material flow and economical auto- 
mation. ProMod, a software de- 
velopment environment, ensures 
high-quality, accurate and eco- 
nomical software. ProMod ist inte- 
grated into the comprehensive 
advisory services of the AEG sub- 
sidiary and systems designer GEI. 





power f. ilure 
ody has even noticed. 


The M-Bahn, the world’s 
most modern transpor- 
tation system, is based 


on Magnetic Levitation and Pro- 
pulsion technology. Wheels have 
been replaced by permanent 
magnets which hold the vehicles 
suspended above the guideway. 
The power and control electronic 
systems have been developed 
by AEG. 


EGA lengesellschaft -Z15 - Theodor-Stern-Kai 1 -D-6000 Frankfurt 70 West Germany 









1 the European grid to cope with peak 
rcial use. It feeds standby power into 
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‘By Jonathan Moore in Taipei 






“| A sthe NT dollar’s dramatic apprecia- | 


FAA tion sends Taiwan’s manufacturers 
scrambling for ways to cope with shrink- 
. ing overseas markets, the resulting hast- 
ened pace of industrial development is 
causing local firms to go hi-tech or go 
bankrupt. 

One company making the transition 
from a traditional, family-run manufac- 
turer to a hi-tech oriented company-— 
and one whose experience illustrates 
Taiwanese industry’s changing cif- | 
cumstances — is Walsin Liwah- Electric 
Wire and Cable Co. (WL). WL makes 
copper rod and wires, power.and com- 
munications cables, and aluminium, 
steel, electric, and magnet wires. In 
1986, total sales of these products came 
to an impressive 97,548 tones. 

WL was founded in 1966 by T. P. 
Chiao, a mainlander and a founding 
member of close rival Pacific Electric 
Wire & Cable Co. He retired in 1978, at 
the age of 54, due to poor health, and 
after an interim presidency by an 
outsider, Chiao’s two US-edu- 
cated sons took over the com- 
pany in 1986. (The Chiaos will 
not say how much of WL’s 
_NT$4.63 billion [US$155 mil- 
lion] of stockholders’ equity is 
held by the family, but one in- 
dustry analyst estimated the fig- 
ure at some 40%.) 

Arthur. Chiao, 31, WL’s 
chairman, and his brother, 
Chiao Yu-lun, 29, the com- 

_pany’s president, know they will | 

„not be able to count on con 
|. tinued healthy cable and wire 
























‘Wired for success 


A Taiwanese cable maker adapts to new economic realities 






1 Net/total (% 


The 342% rise in net profits and the 
company’s high liquidity reflect the im- 
pact of several extraordinary items this 
year, worth a total of about NT$! 31 bil- 
lion, including NT$350 million earned 
purely by borrowing in depreciating US 
dollars.. Many Taiwanese exporters 
have taken to foreign-currency specula- 
tion in the past.two years to hedge 
against revenue losses from the rising 
local currency. 

WL cannot reasonably expect to do 
as well in sheer.dollar terms in 1988, 
though Arthur Chiao said he did not ex- 
pect sales to slip until the fourth quarter 
of 1988, assuming Taiwan’s export 
economy turns down in the second 
quarter. But since WL's export base ac- 


counts for 30% ofits revenues, the com- 


pany will feel the pinch from the NT dol- 
lar’s rise directly as well as indirectly 
through the country’s economy. ` 

In the past four years, WE has stead- 
ily increased its cable. exports, but èx- 


+- medium-term development plans, an 





y- The di 
which corre: 


is to be increased to 44 engineers nex 
year. ? 
For the long term, WL’s grow 
plans involve developing electronic 
products based on ‘its metal-alloy re 
search and on the relatively new science 
of fine-electronics ceramics. These a 
powdered metals cooked in a kiln, re 
sulting in a range of hi-tech substances 
for use in. electronic components. 
plans to begin marketing two pilot 
tronics products next year, one based o1 
its ceramics research, the other onim 
proved fine-wire electronics. No 0 
WL will say just what the products a 
In the short term, WL plans. to 
harder times by upgrading technol 
in its traditional cable and wire. bust 
ness. New products include digital-sig 
nal wires and electron-beam irradia’ 
ed polyethylene and polyvinylchlorid 
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wires- subsidiary, 
Sumitomo and Pacific, and has invested 














70% in a local venture-capit 
firm, Hwa Bang, an integrated 
circuit maker. 
The company is. improvi 
efficiency by replacin 
machines and. increasing pr 
duction, But instead of cutti 























back its 1,200-employee: 
force, say company ‘ 
-workers. are, shifted or ret 


















to operate new machinery 
WLs strong financia 
tion allows it to concentrate, 
small amount of borrowing. 















inexpensive short-term loa 
Still, David Chao, finance ma 





sales in coming months. Th 
economy is widely expected t 
turn down in early 1988, when 
the effects of the local dollar's rise (35% 
since September 1985) hit Taiwan’s 
exporters. 
WL plans to cope with the downturn 
by such strategies as upgrading the level 
of technology. in its traditional wire and 
cable business, and by an integrated di- 
versification into other products based 
on wire-related materials research. 
WL’s second- and third-place com- 
petitors, Pacific Electric Wire & Cable 
Co. and China Electric Wire and Cable 
Co., are also upgrading technology. 
` WL performed well in 1986 and is 
having a strong 1987 as well. Total after- 
tax profit this year should be about 
NT$1.5 billion on revenues of NT$6.4 
billion. In 1986, WL had profits of 
NT$339 million on revenues of NT$5.8 
billion. The company is a cash cow, with 
current working capital of NT$830 mil- 
and a debt:equity ratio of 0.56:1. . 













cheaply. WL’ 


Japan, Europe and the US. 





100 millio 
R&D, say rth Chi. 


: The Chiao brothers’ basic strategy is 
to diversify their product line by build-. 
ing on experience. To that end, WL 
formed a separate, 20-engineer re- 
search and development (R&D) divi- 
sion a year ago to increase the technical 
level of the various metal alloys and 
plastic polymers (for cable insulation). 

` So far, only about 8%.of the com- 
fous 1986 and 1987 revenues (some 
N n) has been devoted to” 
thur but the pro- 


that since the firm 










to increase our i 
more, for the sake of safety.” : 
Some of the budget and accountin 
innovations being made by WL illus 
| trate the archaic Business practices sti 
used: by many Taiwanese compi 
| For example, WL has only recent 
up a standard cost system and a 
larised budget procedure. In the p 
Chao said, WL had: only one. ant 
budget discussion among managen 
with no follow-up. With its huge st 
fund, WL has begun using a com 
to help manage the money. 
Whether WL’s individual new 
ducts succeed depends on its success m 
reading the market, but the pace and 
energy of the changes taking place at 
WL suggest that even Taiwan’s success- 
fül manufacturers must adapt to me 
“the changing economy. 


| port earnings have shrunk in size be- | “we plan to borrow in the long term 

cause of the currency revaluation. In ad- 
dition, favourite markets in Southeast 
Asia are being taken over by local) 
suppliers which can produce cable more | 
s target markets, while 
still domestically dominated, have thus 
had to shift upwards to include those 
now dominated by hi-tech firms from | 


‘financial structure eve! 























































































By Paul Handley in Bangkok 










Ta company Texas Pacific Thailand 
(TP) on rights to a major Gulf of Thai- 
land natural-gas deposit has set the 
stage for a new era in the Thai energy in- 
stry. pe E 
For years, the unexploited Texas 
field had cast a shadow over the Thai 
energy sector. The Thais did not appear 
to know what they wanted and nor did 
they understand the workings of the oil 
business. Now, Thailand is being forced 
by the rapidly rising demands of its de- 
loping economy to plan for its future 
snergyrequirements, ` 
< Despite the new-found direction 
_there is still an undercurrent of dis- 
igreement between the Petroleum 
Authority of Thailand (PTT), the sole 
upplier of natural gas and the major 
eller of fuel oil, and the Elec- 
ity Generating Authority 
f Thailand (EGAT), the 
tate power monopoly and 
ajor consumer. “Neverthe- 
less, a general consensus has 
been reached on the use of 
ocal resources. This involves 
‘continuing to rely on natural 
gas as the main fuel for power 
generation and encouraging 
domestic consumers and_in- 
dustry to switch from oil to gas. 
More significantly, though, 
the Texas buyout represents a 
bold step’ by the. government 
Anto the risky. business of ex- 
loration and development. 
Long criticised for. fumbl- 
g its negotiations with the 



















will reap the benefits of some 

US$110 ` million spent by 

Texas from 1972-82 on testing 
and appraising the field’s po- 

tential. In 1982 talks on 

exploiting the B field” fell 

through and Texas parent | 

group Seagram lost interest in 

_ the oil industry because of fall- 

_ ing energy prices. 

-` The test results suggest the 
-B field holds at least 1.8 tril- 
lion ft (tef) of gas, and there is 
4 strong likelihood that adja- 


Thai power surge 


angkok ‘bites the bullet’ on oil exploration 


he accord between Thailand and US: 
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cent fields contain more. PTT and its 
foreign partners plan to link the B struc- 
ture with Union Oil Co. of California’s 
(Unocal) Gulf of Thailand gasfield. 
From there it will be delivered onshore 
by existing pipelines. 

The main user of the B field gas will 
be EGAT. But it will also be used to 
feed a gas-separation plant (for com- 
pressed natural gas and liquefied petro- 
leum gas, or LPG) and a gas-based pet- 
rochemical plant. 

The deal with Texas means that PTT 
will have the guaranteed income of the 
B field which will enter. production as 






THAILAND'S OIL AND GAS HOPES 
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| LS tef. Testing the field; however, 

















Thailand — 


early 

“element of risk i ; 
PTT and its partners will have to con- 
duct much more exploration drilling in 
the Gulf area and this will cost them 
US$800-900 million. 

PTT is already involved in the Shell 
concession area in north-central Thai- 
land where it has ploughed Baht 1.2 bil- 
lion (US$47.2 million) into the explora- 
tion and development of a medium- 
sized oilfield. It is also expected to take 
a 20% stake in the proven gas field dis- 
covered by Esso at Namphong in east- 
central Thailand. Current figures indi- 
cate the field’s proven reserves are 
small, but the chances are good that 
they will eventually turn out to be about 






could cost hundreds of millions of dol- 
lars. © Mea 
The sudden surge in interest in Thai- 
land’s oil and gas potential has been 
prompted by the country’s rapid econo- 
mic growth over the past two years. 
Electricity consumption grew 7.8% last 
year and has jumped nearly 13.2% this 
year. Total energy consumption this 
year has increased by even more — 
about 13.8%. EGAT had pre- 
dicted growth of 8% a year in 
1986-87. The demand for LPG 
‘has also risen rapidly, outpac- 
ing the ability of PTT to sup- 
ply it from its gas-separation 
plant which is fed by the Un- 
ocal fields. 

At the moment Bangkok 
aims to double current gas 
output to nearly 1.1 billion f3 
a day by the year 2000. Some 
750 million ft} a day would be 
used by EGAT, 200 million ft? 
a day as feedstock for pet-. 
rochemical industries, and the 
rest for industrial use. Over 
the same period, EGAT plans 
to increase electricity out- 
put by 160%, but gas will 
continue to provide 50% of 
its total fuel needs until 1995 
and some 40% in the year 


The sharp rise in energy 
demand caught the govern- 
ment, and EGAT, by sur- 
prise. In 1985 the country still 
enjoyed a 50% overcapacity 
in its generating industry. This 
has since dropped to 35% and 
will be as low as 15% within 
two years. The prospect of 
power shortages in the 1990s 
has forced the government to 
adopt a more coherent stand 
_ on energy. needs. 
But not all are agreed on 
whether the government 
does have a policy. Sev- 
eral. Bangkok-based foreign 

analysts answered “what po- 
licy?” when the subject was 
Mentioned. And the preva- 
lence of lectures on various 





















elopment program- 

tries at a conference in 
ptember underscored the 
ailand did not have a 








officials, however, have de- 
scribed the government’s policy as a 
flexible response. “We have an energy 
policy — but it is not as clear as some 
people would like it to be,” said one of- 
ficial. Businesses, he said, wanted the. 
government to tell them which fuel to 
use, so they could make long-term 
plans. Instead, the government set tax 
rates which wded the price gap be- 
tween alternatives and forced firms to 
make their own choice. This means that 
Thailand is not tied to one fuel and can 
respond quickly to changes in world 
prices and supply. 


Thai energy policy, however is dog- | 
ged by friction between PTT and | 
GAT. The electricity authority ur- | 


gently needs to begin new projects, in- 
cluding the Esso Namphong develop- 
ment, in order to avoid a major power 
shortfall in three years but is locked in 
battle with PTT over pricing. 


pig role is to establish security of 
supply for oil and gas, and generate 
income from the country’s Baht 770 bil- 
lion worth of proven reserves, accord- 
ing to Anat Arbhabirama, the author- 
ity’s governor. To do this, PTT is 
charged not only with delivering the oil 
and gas from producer to consumer but 
also with acting as an investment engine 
for such upstream projects as the B 
structure and downstream projects like 
the National Petrochemical Corp. and 
refineries. 

But it is PTT’s funding of these pro- 
jects through its monopoly of natural- 
gas sales and its domination of a large 
part of the fuel-oil market which 
arouses the ire of some government offi- 
cials. In addition, PTT keeps its margins 
and earnings high to support the opera- 
tions of its fledgeling PTT Exploration 
and Production company (PTT EP). 

EGAT insists it is forced to pay un- 
duly high rates despite the fact that 
without it as a consumer, PTT’s Pora 
would never get off the ground. E AT 
also claims that while the gas costs less 
than fuel oil, because of taxes and con- 





tracts designed to keep the gas competi- 
tively priced, it still costs far more than 
hydroelectric power or coal, 

For instance, EGAT pays PTT a 
hefty delivery charge — about 25% of 
the delivery price — for providing gas to 
its generating plants from Unocal’s 
offshore fields via a 425-km pipeline in 
the Gulf of Thailand and a growing net- 
work of onshore pipelines in central 
| Thailand. But in this case neither Un- 
ocal nor EGAT were willing to build the 
required pipeline. PTT eventually did 
and therefore insists on its right to re- 
cover its outlay. 


With the proposed Esso project at A 
‘Namiphong, however, PTT is still in al 
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position to demand a substantial deliv- 
ery charge even though EGAT might 
build a generating plant near the field. 


The flames of the controversy were 
further fanned by the National Econo- 
mic and Social Development Board, 
which recommended in the sixth deve- 
lopment plan (1986-90) that considera- 
tion be given to direct producer-con- 
sumer gas sales where possible. 

The issue is likely to be further 
clouded by PTT’s decision earlier this 
year to allow other firms to build small- 
er gas pipelines which would be linked 
to PTT’s main lines. 

Significantly, EGAT pays a much 
lower price for gas from the Shell-ope- 
rated Sirikit oilfield — the one area 
where the gas is not delivered by PTT. 

Anat points out that PTT, which has 
to invest heavily in pipeline construc- 
tion, including a 445-km spur from the 
central network to the Namphong field, 
has to think of the long term when set- 
ting charges for gas resales. It also has to 
fund PTTEP’s exploration and develop- 
ment operations. While returns are 
peers on the production from the 

sso, B structure, and Shell fields, the 
risks are nevertheless substantial. o 








y pme gue pipes 120 miles east of the port city of Songkhla. 

















Calling up the reserves 


Government discusses the merits of exporting LNG 


TT already has a clear idea of what 

it will do with the B structure gas- 
field. The positions of production and 
processing platforms were outlined in a 
study by Norwegian oil company Statoil 
earlier this year. It also gave details of 
the 170-km pipeline which will link the 
B structure with Unocal’s Gulf of Thai- 
land Erawan field at a cost of US$800- 
900 million. 

Gas from the B field will be mixed 
with Unocal’s output and then piped to 
Mab Ta Phut on the eastern seaboard, 
where it will be used to feed a pet- 
rochemical complex, gas-separation 
plants, and EGAT power plants. 

The field has proven reserves of 1.8 
trillion ft? (tcf) and is expected to pro- 
duce about 100 million ft? a day when it 
comes on stream in 1992. Unocal’s 
fields should be producing about 500 
million ft} by that time. Unocal is now 
ones to install a compressor to force 
600 million ft? of gas a day through the 
main pipeline to the shore. Normally it 
carries a maximum of 500 million 
ft. 

However, the development plans 
have not been finalised. s explora- 
tion and production company, PTTEP, 
feels Statoil’s cost estimates are too high 
and it wants them reduced. Even then, 
PTTEP will have to take on several 

artners in order to Operate and deve- 
op the field. Currently French oil group 
Total and Statoil are discussing a joint 
investment in the field. Unocal and Mit- 


sui Ocean Exploration are also consid- 
ering a joint approach. 

ere is still much speculation about 
the actual reserves in the B field area. In 
1982 Texas Pacific estimated there was 
7-8 tcf of gas. This would be enough to 
produce as much as 4 million tonnes a 
year of liquefied natural gas (LNG) for 
the lucrative export market. But the 
lack of any ready market before the 
1990s, disagreement within the Thai 
Government and the fall in world oil 
prices resulted in earlier development 
plans being shelved. 

The experience of Unocal, however, 
has cast doubt on the reserve estimates. 
Unocal’s original estimates for its Gulf 
of Thailand fields turned out to be far 
too high when test drilling proved that 
the geology was very complex and there 
were many small deposits of gas rather 
than one large one. The geology of the 
B field is thought to be similar, though 
not exactly the same. 

According to PTTEP, the surveys 
carried out by Texas were more detailed 
than Unocal’s tests. PTTEP is therefore 
confident that the 1.8 tcf figure is accu- 
rate. Probable reserves have been esti- 
mated at 5.4 tcf. 

One problem with the B field gas is 
its fairly high carbon dioxide content — 
about 25-35% on average. This is costly 
to remove. It could also shrink reserve 
esimates by the same amount. 

If the original large estimate turns 
out to be accurate, then the idea of ex- 


porting LNG will undoubtedly crop up 
again. LNG sales to Japan have proved 
a profitable revenue earner for Indonesia 
and Malaysia. South Korea has just 
Started to import it and Taiwan has 
agreed to buy LNG from Indonesia in the 
future. However, none of the three 
markets is expected to require addi- 
tional LNG supplies before the late 
1990s. 

But not all in the government are in 
favour of exporting gas. Some think it 
would be more prudent for Thailand to 
reserve the gas for its own use well into 
the 21st century. 

“LNG exports are not likely,” says 
PTT chief Anat. “You cannot predict 
what the Thai economy will need in 20 
years.” The country should not end up 
importing and exporting fuel, he adds. 

Another plan to pipe the gas over 
169 km from the Unocal link-up to an 
EGAT plant at Khanom in the southern 
province of Nakhon Si Thammarat is a 
likely non-starter. Officials say the area 
obtains the power it needs from a 
large coal-fired plant south of Khanom. 

Downstream, the construction of a 
petrochemical unit which will produce 
ethylene and propylene, has already 
started. This will not require gas from 
the B field. But the Industry Ministry is 
pushing for a second plant, which in 
conjunction with private units, would 
create a domestic source of polyester, 
polystyrene and nylon. 

Government officials claim the plant 
would create funding problems. Thai- 
land is keeping strict controls on gov- 
ernment debt, and already has enough 
large projects to absorb its planned bor- 
rowings. — Paul Handley 
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‘ices and pipedreams 


-State energy authorities clash over gas costs 
















dleman’s big cut, says EGAT. ‘Witt 
out the middleman, electricity consum 
ers would pay government-set rat 
reflecting the real costs of energ 
areterronacn EGAT also points: 












































W hen Esso Standard Thailand first | transport costs plus a 
-<W V discovered the natural-gas deposit | discount which will en- 
“at Nam Phong near Khon Kaen in the | sure gas remains the 
mainly agricultural northeast of Thai- | cheaper fuel. An in- 
cland; there was no urgent need. to | terim price was also 
exploit the field for the domestic mar- | agreed. This is lower 
ket. than the long-term price 
So Esso decided to negotiate along- | and is designed. to en- 
term price formula for the supply of na- | courage Esso to bring 
tural-gas to PTT and an interim deal’| the field on stream as 
which would allow some ‘commercial. | quickly as possible and 
~ production to start immediately. Mean- | to persuade EGAT to 
© while, it planned tocarry out an apprai-.| back “the temporary 
sal of the field to determine exactly how | generating arrange- 
| much gas could be reliably committed to | ment. 
long-term sales. Esso believes the depo- However, EGAT is 
-Sitis a small to medium-sized field, | under pressure to ac- 
"| holding about 1.5 trillion ft? of gas. cept a price based on 
It was Suggested that the field’s ini- | the PTT-Esso long- 
tial output should be used to power | term formula for gas 
small, portable gas-turbine electricity | supplied to any perma- 
generators while Esso carried out its ap- | nent power plant. PTT 
raisal over the next two to three years. | is reportedly consider- 
ut the rapid growth in local electricity | ing a price of about US$2.40-2.60 
demand forced EGAT in the middle of | for. each million British thermal 
1986 to consider building a permanent | units (mbtu), against the Bangkok 
«| plant- with two: 105-mW gas-turbine | price. for fuel oil of Baht 75-80 (US$2.8. 
i generators at Nam Phong which would: | 3.1) per mbtu. If the long-term formula 
use about 40 million ft} of gas a day, the | is used, the difference would be negligi- 
most Esso could-guarantee to supply be- | ble 
F completing a full assessment of the 
ield. 


Industry officials say EGAT is con- 
cerned that-the suggested price con- 
Esso believes the field will ultimately | trasts unfavourably with the US$2.00 
produce around 250 million ft3 a day — | per mbtu which PTT pays Esso. From 
far in excess of local needs. The surplus | EGAT’s point of view, middleman PTT 
gas is therefore likely to. be fed into | would make a sizeable profit for simply 
PTT’s central network through a.445- | passing the gas from producer to con- 
km pipeline. sumer and. would incur virtually no 
In September, PTT and Esso. agreed | overhead delivery costs. Moreover, 
onalong-term price formula forthe gas. | downstream, electricity consumers 
It is based on the price of fuel oil minus. | would end: up paying for the mid- 


























the agreement it 
with Thai Shell Ex 
ration and Production 
under which it- pays 
US$1 per mbtu for gas 
supplied to its Lam 
| Krabue power station 
4 in central Thailand 
There is no middlem 
involved in this deal. 
| Officials siding: wit 
PTT claim the “She 
deal is quite differ 
because the gas co 
from an oilfield, where. 
t would have been: 
burned off as waste if 
EGAT had not con- 
tracted to buy it. By 
contrast, there are no 
associated oi] deposits. 
in the Nam Phong gas- 
field. ; , 
Additionally, PTT will have to build 
the 445-km pipeline linking the field to 
the central gas network at a cost of se 
eral hundred million dollars. The pre- 
mium PTT gets for handling the gas will 
help underwrite some of the constru 
tion costs, say officials. 
The controversy was made publi 
late October when an EGAT offi 
leaked to the press the authority’s 
-jections to the PTT pricing formula. O 
industry . executives. believe EGAT’s 
move may be just.a bargaining ploy. 
However, now that it hasan agreement 
with Esso, PTT has the upper hand i 
the negotiations, especially as EGAT: 
nervously contemplating an electricity 
shortage by 1990. — Paul Handley 
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‘Commercial caper 
A new instrument faces doubt in Japan 


By Nigel Holloway in Tokyo 3 
: participants in Tokyo’s money mar- | rate swaps alone is already the second- 
.. ket-are-greeting with scepticism the | largest in the world. Turnover in the 
introduction of commercial paper (CP), | Tokyo foreign exchanges is now roughly 
due to-make its debut.on 20 Novem- | ona par with New York. | 
ber. In theory, this is a useful addition Yen-denominated CP should, at first 
to Japan’s market for debt instru- | glance, help to recycle Japan’s external 
ments with a maturity of less than a | surplus. About 180 of the country’s top 
year. i paai o°: \sfirms which are eligible to issue unsec- 
| . This market has expanded much | ured bonds will be allowed to sell CP 
with a maturity of one to six months. 
The minimum denomination will. be 
- ¥100 million. l 
Although companies are investing 
more in plantand equipment because of 
| the strong recov “the economy, 
ey are still fi : j 

















will only use the new instrument if it wi 
enable them to raise cash more cheap 
than elsewhere. This is only the first of 
several doubts. 
To begin with, CPs are expected.t 
carry an interest. rate of about 4%, 
slightly higher than that of certificates of 
deposit, but with the money markets. 
awash with cash, top firms can raise 
short-term funds for significantly: les 
than 4%. What is certain is that bank 
and securities companies will be com 
peting hard to offer the best terms. Pro- 
fits for these institutions, the underw 
ers, are likely to be minimal. j 
<< Japanese banks have mixed- feelin 
about the new instrument. They ha 
the idea that CP might’ reduce. still 
_further companies’ conventional: bank 
borrowing, but they cannot afford to let 
securities firms take all the new busi 
ness. The authorities have held firm to 
their policy of opening each new market 
as wide as possible and therefore have - 
| defined CP as a form of promissory- bi 
| rather than a security. Banks in Ja 
















































domestic ‘corporate secu 
‘stockbrokers are free to deal in bills. 
ankers say that foreign pressure, 
particularly from the US, has played an 
ven more important part than usual in 
the establishment of a CP market. The 
JS wants a better-defined yield curve in 
he: Tokyo money market. In a com-. 
tely liberalised exchange, money can 
move freely to whatever instrument and 



















elineating an. unbroken yield curve 
‘om maturities of as little as a few hours 
o 30 years. Japan is still along way from 
sition. Despite the market's mas- 
ize, arbitrage is not as easy as it 
ught to be. 
By adding a new. instrument: like 
Ps, it should help to smooth the yield 
curve. This will depend not only on the 
upply o of such i issues s bat the depth and 


urrency offers the best terms, thereby - 










‘sell their CP directly to investors, but 


will have to go through the: banks and 
securities houses. So a healthy second- 
ary market will depend on the ability of 
underwriters to place the CP among ac- 
tive participants or to trade in the paper 





among themselves. Ifit sits on the books. 
of the banks, it will not be much differ-. 
ent from a conventional loan. 


Since competition among underwrit- 
ers will be intense, transaction costs are 
a crucial factor. Atthe moment, CP will 
attract stamp duty of up to ¥ 200, 000 for 


an issue of ¥1 billion or more. This 
limits the attraction, because the lum- 


pict the issue the lighter the duty: Legis- 
tion to lower the stamp duty to'a single 
rate of a mere ¥200 will not be ready 
until next year at the earliest. - 

What would help more in recycling 





stricted access to yen-denominated CP 
‘on the Euromarkets. But some sections 


r ccount. surplus. wou 
give foreign borrowers unre- 


of the Ministry of Finance do not want 
Japan’s domestic CP market to be up- 
staged in the same way as the market for 
domestic corporate bonds. Red tape 
and restrictive issuing terms have en- 
couraged firms to issue yen bonds. | 
offshore and the localmarket has stag- 
nated. A Euroyen CP market will be al- 
lowed, but..the Tokyo. authorities are 
likely to restrict the ability to recycle 
such paper.back to Japan. 

. Whatever does happen, Japanese 
banks and securities houses are prepar- 


‘ing to enter the Euro-CP market in a big 


way. Margins there are already wafer- 
thin. They may disappear altogether 
with the’ advent of firms like Nomura 
Securities and Daiwa. 
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Sin growth in exports, particular- 
ly electronics and ‘telecommunica- 
ons « equipment, “kept. Singapore’s 
economy expanding strongly through 
he Ju ly-September quarter. GDP was 
up 9.4% in the third quarter from the 
-year-earlier level. 
Seasonally adjusted and annualised, 
‘GDP growth actually. dropped back 
from the hectic 13.8% of this year’s sec- 
ond quarter to a still-impressive 10.8% 
in the third. Because of this momentum, 
1 re is widely tipped ‘to. record 
bout 8% year-on-year growth for 1987, 
point above government forecasts. 
Merchandise exports grew by 19.7% 
n the first nine months to $$43 billion 
US$21 billion) and imports by 20.1% 
to $$49 billion. For the full 1987 year, 
‘the trade deficit is forecast at S$7.8 bil- 
ion, moderately up from last year’s 
$6.56 billion but well down on levels of 
the early 1980s. The current account is 
ected to show a surplus of around 
$1.2 billi rand next. 

- By sector, manufacturing hasbeen 
growing most strongly, at an annual rate 
above 10% since -mid-1986. Besides 
strong external demand,  indystiy was 
helped by a stable i 
exchange rate 
through to mid-1987 
(when the Singapore |= 
dollar started to rise, | 

i crucially, 












Mostly on the mend . 


to 10% in April 1986, and moderate. 


wage increases have boosted profit- 


ability. i 
“A pump-priming budget for the year 


ended March also kept the construction 
sector -from shrinking any further. 
Transport and communications, com- 
merce, finance and other support sec- 
tors have picked up from manufacturin, ng 
strength. Tourist arrivals were up 157 

in the first eight months of 1987 over the 
same months last year. Hotel occupancy 
of 66. 2% was 1.5 points above’ last 
year’s rate, but average room rates of 


$$69:74 were still:down 9%, showing. 


that the market remains oversupplied, 
The past few months have seen a 

great tightening of the labour market, 

with unemployment down from 4.6% at 


end-1986 to 3.6% in September. About | 


half of the 43,900 jobs created in the 
first nine months came in the third quar- 


ter, and about 75% of those new jobs | 
Despite-a rise in: 


were in manufacturing, 
foreign recruitment, irms are resorting 
to poaching to man assembly lines and 


employees are job-hopping to boost | 
earnings. In its latest quarterly econo- | 


mic report, the Ministry of Trade and 


i 












¿Industry warned that 





:vulnerable toa U 







“increasingly, 
labour supply, rather than effective ex- 
ternal demand, will become the most 
nenea constraint to overall grow- 

inflation is on the rise — though still 
low by world standards — with the con- 
sumer-price index (CPI) up 1.1% in the 
September quarter over a year earlier. 
In the June quarter, when the CPI 
showed a 0.4% gain, Singapore 
emerged from five quarters of price de- 
flation. The government expects infla- 
tion to remain below 1% for the whole 
of 1987. 

Interest’ rates have been firming 
since mid-year, with the prime fending 
rate now at 6.29% from an average of 
6.1% that had prevailed in the first nine 
months of the year. Money supply (M1) 
has been reined back to show an aver- 
age 18.9% growth in the third quarter 
(over the same quarter last year), which 
was down from the very high 26.5% rate 
shown in the second quarter. | 

- Overall, Singapore. looks extremely 

-led global: recession 
(COVER STORY), but is virtually set on 
a very healthy result for 1987. Enough 
entum seems built in to keep the 
omy growing at least until mid- 
. The labour shortage in manufac- 
turing, and recently 
built-in flexibility of 



















wages through a 
switch to > bonus 
systems, will give 


some. cushioning. 














‘the present S$2.05). 
lowering of the 





‘However, the con- 
struction and hotel 
‘sectors. are still 





picking themselves 










compulsory employ- _ 
entrat Provi- 





-up from the floor of 
the 1985-86 reces- 










































































































Up to 15,000 bonus miles before 
April 30. 

It’s as easy as filling out the coupon 
below. Sign up,,,for Northwest's 
WORLDPERKS before December 
31 and you'll automatically get 
5,000 miles. And if you take two 
trips before April 30 you'll get a 
5,000 mile bonus*on top of the 
mileage for each flight. Then, 
you're well on your way to a free 


WORLDPERKS No. 0 60 2 Jb 


NAME #R. G H BOCK 


economy class trip anywhere in 
Asia. All you need is 20,000 miles. 
No one rewards you more than 
WORLDPERKSso sign up now. 
You'll be miles ahead. 


HONG KONG DETROIT 
TAIPEI NEW YORK 
MANILA CHICAGO 
SHANGHAI Wh SEOUL MIA SEATTLE/TACOMA 
GUAM  pgaą = SAN FRANCISCO 
OKINAWA LOS ANGELES 
BANGKOK HONOLULU 


«This offer is valid only at Northwest check-in counters in Asia 


— Look tous tS. 





a NORTHWEST | 


Jan WORLDPERKS 
and you'll be miles ahea 


rower en we enw er we ee 


Northwest Airlines 


Please send me a WORLDPERKS enrollment broc 
and program information. : 





Name 





Address Country 


City 








Phone Number 





Company Name 





Return coupon to: Northwest Airlines Regional Office / 
6th Floor, 12-12, Toranomon 5-chome 
Minato-ku, Tokyo 105, Japan =- 














We document dreams. 


It’s only a dream until it’s seen on a screen, or put down 
on paper. Nothing in the office flies until it becomes 
a document. 


Today’s document can be a piece of paper, an electronic 
image on a screen or both. And a whole new generation 
of Xerox machines and systems are making output 
outstanding. There are high-speed laser printers that do 
in hours what once took days. Scanners that convert 
paper documents into electronic documents. 
Sophisticated FAX machines to speed documents over 
phone lines. And expert publishing systems, using what- 








you-see-is-what-you-get computer simulation, that bring heritage, our day-to-day business, and our role as a 
printing house capabilities in-house. leader in office productivity. For more information about 

document processing and what it can do for you, write or 
Now document content can be as exciting as document phone your local Xerox office. Whether it’s 


creation. The result— whether it’s a 1.500-page printed on paper, seen on a screen, a perfect copy, or a 
operational guide for the Space Shuttle or a 5-page brilliant original—what you see is what we do. 


down-to-earth proposal—is not only great-looking 
documents produced faster, but information vital to our 
businesses and to our lives made more accessible 

and useful. 


Document processing from Team Xerox. It’s our Team Xerox. We document the world. 








If Deutschmark investments are part 
of your pension fund strategy, you are 
familiar with the variety of DM instru- 
ments available. 

But, there are subtle differences 
in yields, liquidity, maturity, and depth 
of the market. There are yet other 
considerations which mav require 


er pension be? 


LOE 


oe 





tailor-made solutions. Our experts 
would like to talk to you about them. 
WestLB is one of the leading Ger- 
man banks issuing DM bonds. After 
all, we have over DM 60 billion in 
circulation worldwide. When the future 


of young people is at stake, make sure 
vaur nlans include \Alectl R 


WestLB 


The Westdeutsche Landesbank. 


Hong Kong BA Tower, 12 Harcourt Road, Hong Kong, 
Telephone (5) 8420288, Telex 75 142 

Tokyo 720 Kokusai Building, 3-1-1 Marunouchi 
Chiyoda-ku, Tokyo 100, 

Telephone (3) 2 160581, Telex 23859 


Dusseldorf Herzogstrasse 15, 4000 Düsseldorf 1, 


Talanhana (211) Q9RM1 Talau OFOX ENE 










TELETRAC I; 
THE TREND SETTER 





Maximize trading efficiency. 



















Telerate. Comprehensive, up-to-the: 
second, global financial information 
network. 


Telefrac I. More powerful. 

Enhanced. Analytical tool for real- | 
time/historic cash and futures . 
markets. Over 200 data items. > 

Identify and interpret current and 
past market trends, On-line charting. 
and technical analysis, Audible alerts 
Twenty pre-programed studies. . .or 
create your own, a 













Dependable... Dynamic. . Profitable 


Telerate. . .Setting the Standard 


















































By Philip Bowring in Hongkong 
=m) The US trade deficit 
B will be. eliminated 


pious hope, nor even 
Regan essential ingre- 
"4 dient of economic sta- 
i ea N bility. It will happen 
because the global financial system will 
not be able to tolerate anything less. 
The only questions are: how will it be 
achieved and what will be the effects on 
Asia of bridging the gap — particularly 
on the newly industrialised countries 
(NIC s) of Asia and the would-be NICs. 
d Nor will the elimination of the deficit 
alone be enough. By the time US trade 
reaches ‘equilibrium, its accumulated 
debt will be of such a size that a trade 
surplus of more than US$25 billion will 
be needed to service the debt: By 
the end of 1991, the debt is likely 
to be more than US$500 billion. It 
might be lower if more of the 
trade deficit is financed by for- 
eigners’ purchases of US assets 
rather than debt. But in round 
terms, with exports covering only 
about 60% of merchandise im- 
ports, over the next five years ex- 
ports at 1987 prices: will have to 
double or imports to halve — or a 
combination — tovattain:-current- 
account equilibrium: by 1992. 
Planners and politicians around 
the region are still mostly. com- 
placent. They think in ‘terms 
of minor shifts — easing up 
on imports, conceding a little 
-|. om currencies. They expect the -4f 
| brunt of adjustment to be 
borne by others. What they will 








Hover the next three’ 
ears. This is nota. 
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ment — medium and long term. The 
first phase —the next three years— will 
require the drastic change in trade pat- 
terns. in order to reach equilibrium. 
That: will probably be followed by a 
longer but less-traumatic period when 
trade surpluses will be the US norm. 
That will not be a problem for the world 


-at large. But it does mean that countries 


— mainly in East Asia — which have 
looked to the US market for export en- 


“gine will have to look elsewhere. 


This.is not an apocalyptic scenario. It 
is optimistic. It assumes no major dis- 
ruptions to world trade. It assumes that 
the US does not solve its debt problem 
by simply reneging on debts to foreign- 
ers, or opting for very high inflation to 
devalue its debts. The magnitude of 
debt and deficit are not yet so big as to 


ASIA’S TRADE WITH ASIA 


{Share of exports with East Asian region} 











Cutting the US trade deficit wil hurt Asia 


-Who pays the price? 













» Recovery in US terms of trade — par- 
ticularly higher farm export prices. < 
» Export volume growth due to higher 
foreign demand, particularly by surplus 
countries. 
» Export volume growth from’ i 
hanced price competitivess and great 
export emphasis resulting from 
weak dollar. 
> Alleviation of Latin debt drobie 
leading to recovery of investment. 
>- Increased resort to overt: pro 
tionist devices — quotas, anti-dumping 
duties, “voluntary” export restraints. 
» Continuing pressure to enforce 
tent and copyright laws on Asia which 
will diminish opportunities for “copy- 
cat” production. 
All these. factors except the last two 
are market-created. A major advance. 
overt protectionism would make 
the overall trade situation very 
much worse — especially for East 
_Asia if the new protectionism i 
selective. But even in the worst 
scenarios, increased protec- 
tionism is unlikely to be the m 
method by which the curren 
count deficit i is eliminated 















































































Tr general factors are 
impinge hard om the 
growth. 

» Whatever happens to: ‘the dol- 
lar, Asian NICs will continue to 
be targeted selectively to ap- 
preciate their currencies. Such 



















pressure is a non-market for 

































| need to face is a major long- 
_ | term shiftin trade patterns, 
The recent stockmarket crash and“ 
subsequent. fears of .a US, possibly 


tention on thé twin deficits of the US. 


‘the problems. These were long ignored 
by the US because the rest of the world 
was willing to turn a blind eye. Now the 
rest has called a halt. But nations which 


US profligacy have yet to show: they 
understand that the adjustment could 
| be as painful for them as for the US. 
East. Asia accounts for 75% of the US 








cal problem. Ht marks the end of aneraof 
-US influence based on increasing access 
US market and access to US capital. 





- But the crash was symptom not cause of. 


| have been principal beneficiaries of 


trade deficit. This is more than just a cycli- ` 





global, recession have focused some at- 





jel will þe two Pao of Adjust: J 


no:longer-cheapl 








lbe unmanageable. The world handled 
even bigger shifts in trade balances fol- 
lowing the. 1973-and 1979 oil shocks. 
Nor is the current-account deficit..yet 
into the “chronic” category. It is only 
five years old. It will probably shrink as 
rapidly asit grew — in the same way as 
the Opec surpluses. The question is: how? 
The individual factors are plain 
enough. The key is the mix between 
them. They are: 
» Further sharp currency depreciation. 
» Low growth or a recession in the US 
which will sharply cut or at least stabilise 
import demand. 


» An increase in import- substituting 
- US production by foreign firms. 


» Import reduction as US firms close 
verses. 


FEVEWTARE osse “Industries in these countries. 





| 
| 
| 








| GSP tariff concessions. 
| » Japan and the Asian NICs are the 
principal importers of US farm products 


i 


Substituting for the lack of a. 
genuine market in the currencies 
of South Korea, Taiwan and 
Hongkong. Appreciation will par- 
| ticularly disadvantage low-tech 















> Latin countries may be ‘deliberatel 
favoured to help alleviate the debt pro 
lem or East Asia deliberately disadva 
taged — for instance, by removal 
















and so would be especially affected by a 
shift in terms of trade back to commod- 
ity producers. 

» East Asia clearly has the capacity to 
expand domestic demand faster than 
any other region. And US compani 
may be deliberately favoured in awar 
ing big government-influenced co 
tracts iman effort to gain goodwill. 

In the medium term, the biggest 
loser would be Japan, rather than the 
-NICs It would suffer from almos 











rom transfer of production to the NICs 
ust as they lose some industries to low- 












he NICs of intermediate goods — the 
arns, chemicals and com 
nto NIC exports to the US — either as the 
US import market declines or as others, 
uch as China, provide competition. 

“The NICs Demsk are still at-a 
stage of technological development 
where flexibility and fast learning are 
‘ewarded. But in other respects they are 
more vulnerable than Japan. They are 



















“They are dependent on others for 
echnology. And despite their success in 
veloping their own companies and 
and names —. Samsung, Goldstar, 
‘atung, etc. -- they remain heavily de- 
pendent on providing low-cost. man- 
facturing bases for foreign companies. 
Nor. will new markets. besas easy to 
ind this time as in the Opec heyday. 
Then, the surplus countries. had no in- 
< dustries and no obvious prejudices 
“about their suppliers. Today. they are 




















cost Asean countries or Latin America. | 
-Japan may also suffer declining sales to- 


ments that gö- 


jastly more dependent on the US mar-: 


stand a good chance of gaining market 


share at the expense of Europe and, toa 
an. Because of disillu-. 


lesser degree, Ja 
sion with the US dollar and their open 
currency markets, European currencies 
and the yen have risen by far more than 
trade factors seem to justify. 
US exporters may spring a surprise 
and grab a much bigger share of world 
trade at Japanese and European ex- 
pense. That would be a lot less painful 
for the world than adjustment via im- 
port restraint. But as the outlook for. 
world trade growth is not rosy, the odds 
are that import reduction will be at least 
as important as export growth. = 





In the medium term, the NICs must - 


expect, at the very least, stagnant ex- 
ports tothe US and, more likely, signifi- 
cant volume reductions. They may also 
see their terms of trade decline. Gains in 
sales to Japan may partly. compensate. 


| of Japanese plants in the NICs, will 


| present. new. market opportunities. 


_dustries has been achieved, the Asian 





Japanese domesti 
seems to be respondil ¢ 
stimulus and, combined with relocation 












partly offset NIC problems in the US. 

Any recovery in commodity prices, 
though damaging to the NICs in the 
short term, will help revive economic 
development in Southeast Asia and thus 









China trade. will-also remain a stimulus. 
In the longer run, of course, once the 
painful readjustment of their export in- 





NICs will continue to prosper. They will 
continue to benefit from proximity to 
Japanese capital at a time when regions 
more dependent in the past on US capi- 
tal flows flounder. 

So the news for -now:is that it is the 
end of the road forall.those who had as- 
sumed that the US was an inexhaustible 
market. for competitively priced pro- 
ducts: Asian countries must develop 
more:trade among: themselves. if they 
are tò continue trade-led growth. The 
record is not encouraging, despite the 
emergence of China. 




























By Nayan Chanda in Washington 
a The stockmarket 
crash may prove to be 
a blessing by forcing 
the Reagan adminis- 
tration to make some 
hard choices that: it 
W has long avoided. 
} Yet, there are signs 
| quidity injections to shore-up the 
market and the economy generally are 
already blunting the sense of urgency 
_ about facing up to the underlying causes 
of the crash. Nor is there any real 
sense of the magnitude of the. changes 
eeded to resolve the. trade-deficit 
problem or of the long-term strategic 
consequences for the US of becoming 
he world’s major debtor nation with a 
spect Currency, fee 
“Indeed, the laming others: 

< Commerce Secretary William Verity on 
17 November demanded higher Japan- 
ese export prices. A senior Treasury of- 












for their trade surpluses, undervalued 

currencies and — in the case of South 
- Korea and Taiwan — protectionism. 

<u Apart from the purely economic as- 

ects of the-situatión, there is a dip- 
matic price to be paid. Access to US 
arkets and dollar investments has 
enone 


een 
anes. 











ficer on the same day attacked the NICs | 





| Recession seems the 
only US option left 


ing the deficit may also signal a reduced 
ability of the US to projectits influence. 
In some influential quarters there is a 
feeling that cheap money will lessen the 
threat of recession. and, via the decline 
of the dollar, further pressure trade 
partners to stimulate their economies. 
But critics argue that this is merely de- 
laying the inevitable and will make ad- 
justment in the end more painful. 

For the moment, most economists 
give a qualified “no” to the question. of 
whether the stockmarket collapse will 
lead to recession. If it does, that will 
make a major dent in the trade deficit. If 
it does not, how else will the trade prob- 


US TRADE — WHAT GOES [a 
DOWN MUST COME 
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lem: be resolved? Some see the weak 
dollar achieving a large part of the turn- 
around needed. Resultant import re- 
placement. and export. expansion will 
continue to fuel economic expansion. 
Others look: to. investment-led 
growth if a-serious attack on the budget 
deficit brings lower interest rates. “Ifs” 
abound, not least the difficulty of taking 
amaxe to the deficit in an election year. 
The effort to reduce the budget 
deficit is being conducted against a 
background of debate over whether too 
tight a fiscal policy might bring about 
the recession itis designed to prevent. 
Some make comparisons with the post- 
1929 fiscal restraint said to have contri- 
buted tothe Great Depression. This de- 
bate may make sense in purely domestic 
terms, where the budget deficit is the 
major talking point. But foreigners are 
more concerned with the trade deficit 
which they are having to finance — 
while recognising the connection be- 
“tween the two. US populism 
“looks to lower interest rates 
` to avoid recession. Foreign 
“lenders would prefer reces- 
ion to.a chronically sick cur- 
-rency and unstable financial 
“markets. i 
-The two most positive ef- 
fects of the Wall Street crash 
seem to have been to jolt 
President Reagan out of his 
rosy vision of the economy 
and instil fear in Capitol Hill 
that a protectionist trade bill 
at this stage may trigger the 
‘jong-feared depression, as 
© the infamous Smoot-Hawley 
Tariff Act did in 1930. 
Proponents of a further 
harp decline in the dollar 
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argue that even with a weaker currency 

| and lower interest rates, the US remains 
a safe investment and investors have 
nowhere else to go. They believe that 
the economy can expand substantial- 
ly without undermining confidence in 
inancial markets. 

“I don’t believe in these assump- 
tions,” says John Williamson of the In- 
stitute for International Economics. “I 
worry that if the dollar goes down you 

get back into the atmosphere of 1978-79 
— loss of confidence in the dollar, feel- 

ing that the administration does not care 

about the value. of the dollar and over- 

shooting leading to inflationary. pres- 

sures.” It is also argued that continued 

economic growth will suck in more im- 
an — unless oo comes entirely 
‘om foreign-trade gains. 


Son improvement is apparent al- 
ready. The deficit has widened in 
dollar terms because of the price effects 
of the dollar’s fall. But in volume terms 
exports this year have risen some 12% 
~~ four times the rate of growth of world 
trade, The US has not had much success 
in increasing sales to Japan and West 
Germany, but sales to Taiwan, Hong- 
kong and South Korea are up 16% this 
year. Unfortunately, . imports from 
them have grown even faster. 
To help “correct” that situation, 
Washington i is likely to withdraw some 
tariff benefits enjoyed by the. Asian 
- NICs and push for further revaluation 
of their currencies. According to uncon- 
firmed reports Secretary of State 
George Shultz, Defence Secretary 
Frank Carlucci and Treasury Secretary 
James. Baker.-have agreed to end tariff 
concessions to South Korea, Taiwan, 
< Hongkong, Singapore a ‘and Brazil under 















the. generalised system of preferences 
(GSP). But when the news was leaked it 
was decided to postpone action. 
The news. caught the beneficiaries 
off guard because for the past two 
ears the administration has used the 
everage of GSP to force them to make 
policy adjustments, While US imports 
under GSP were. only 3% of total 1986 
imports, 15-20% of Asian NICs’ ex- 
ports:to the US have been under GSP. 
Many consider it inevitable that there 
will -be continuing official pressure for 
revaluation by the NICs as the dollar 
continues its- fall. A congressional 
study on Taiwan said its huge trade 
surplus and US$70 billion currency re- 
serve is “a severe strain on. the world 


economy, in which every trading nation, 


has a stake.” Iturged “immediate steps” 

to revalue the Taiwan currency. 
Another area where the NICs could 

be hurt is ifthe US opts to limit textile 


and garment imports by adopting a. 
global quota system to replace the pre- 


sent network of bilateral quota arrange- 
ments. Such a move would hurt Hong- 
kong, Taiwan and. South Korea but 
benefit low-cost producers like China, 
Latin America and the Subcontinent. 
Some economists have warned that 





is only 0.77 — but domestic productio 


_ticultural exports and 1.49% for agricul- 





' Union, and some poor harvests in Asia. 


REVIEWGRAPHs by Andy Tang 
for the US, stepping up exports by de- 
valuing the dollar and restricting im-. 
ports would not guarantee a reduced def- 
icit because the initial gap between the > 
two is so large. “When imports are 
nearly twice as large as exports, as i 
now the case, the US exports have t 
grow twice as fast as imports just to keep 
the trade deficit from widening,” a leac 
ing economic analyst pointed out. 
This argument leads back to the in- 
evitability of recession to address the. 
trade problem. According to a model. 
developed by IMF economists, esti- 
mated elasticity of US demand for non 
oil imports is 2.6 (for 1% increase in rea 
ok non-oil imports would increas 
2.6%). Elasticity of petroleum impo 



































is declining. 

On the export side, 1% of GNP. 
growth in industrial countries yields a 
1.72% demand growth for US non-ag- 


tural exports. In the case of developing. 
countries, demand elasticity for US 
non-agricultural exports is 2.43 and ag-. 
ricultural exports 2.13. : 

Some analysts hope that a fallin US- 
interest rates and a rise in commodity 
prices will help Latin American debtor 
and consequently their balance of trad 
with the US. But, while exports have 
picked up a little since the 1982 slump, 
analysts do not see any dramatic im- 
provement while debt problems remain 
so intransigent. Nor does the farm sec- 
tor hold out much short-term hope de- 
spite subsidised sales to the Soviet 


























It is obvious that a serious dent in the . 
trade deficit has to come from increased. 
manufactured exports. While officials -~ 
rejoice at the increase in September fig 











3 gn com 
ts. an increase in US manufactur 
exports will boost imports as well: Over. 
‘the past few years. US multinational 
“companies have sought to take advan- | 
tage of cheap labour by setting up plants 
inthe Asian NICs and other Third 
World countries. Parts produced insuch 
_ facilities are imported by US companies 
to manufacture goods which 



















term: problem -in re- 
ducing the trade deficit is the increasing | 
_US~ consumption. of oil against. the | 
_ backdrop of declining domestic produc- | 
tion, Oil accounted for 20% of all im- | 
_ ports in the thirdgüarter. US crude im- | 
_ ports have grown to more than 6.5 mil- 
n barrels per day from 3.8 million in 
ruary 1986. Ironically; while the in- 
crease inthe price of oil since last year 
s added considerably to. the US im- 
sort bill — US$6 billion of the US$15.7 
jillion trade deficit in August could be 
ccounted for. by the higher price of oil | 
‘the price is not high enough for the 
US industry to increase its production 
or exploration. 
The declining dollar has spurred Ja- 
panese investment in US productive ca- 
pacity, In. 1986 alone Japanese invested 
v US$10.2 billion in the US, of which 
US$2.1 billion went into constriction or 
cquisition of production and assembly 


= Another: long- 














By Charles Smithin Tokyo ~- 7 

rae Japan, Asia’s largest 
trading partner with 
the US, is vulnerable 







| balance in:two ways. 
FS The US remains over- 

Serious N whelmingly . Japan's 
largest customer, accounting for 36.6% 
of total exports in the first nine months 
of 1987.(down from 38.4% in the same 





period of 1986). Secondly, Japan has 


been one of the largest ultimate. ben- 


eficiaries of booming exports to the US | 


from the NICs. 

Exports to the» four Asian. NICs 
| jumped 32% in the January-September 
| period of 1987 (while sales to the US 
rose barely above year-ago levels) and 
accounted for 17% of total exports. If 
the upward trend of sales to the NICs is 
inseparably connected with the NICs’ 
performance in the US, as some 
economists. suggest, then Japans 
direct and indirect .depéndence on 
the US market might be estimated 


world shock-ab 


i to a drastic reduction. 
in the US éxternal. 






| at more than 50% of total exports. 


The notion that Japan owes all its re- 
| cent regional-export. boom to the influ- 
ence of US demand on the NICs’ 
economies is, of course, an oversimplifi- 
“ cation. The rush by Japanese companies 
to transfer production out of Japan to 
lower-cost Asian economies as a means 
of countering the impact. of yen revalua- 
tion on Japan’s rising production costs 
„has certainly stimulated exports of capi- 
“tal goods and machinery to the region. 
But a major part of Japan’s sales to 
the NICs has: consisted’ of industrial 
components ‘and semi-processed mat- 
erials needed to produce goods destined 
for re-export. This type of trade has 
made. Japan the major beneficiary of 





| the drastic exchange-rate adjustment 


between the US and Asian currencies, 
while also exposing it to additional risks 
if the US economy turns down. 

The reduction of Japan’s surplus 
with the US is seen in Tokyo as essential 
if world economic imbalances are to be 





prevented from reaching the point 





‘units. Some US$ billion went into con- 
truction of electronics products and 
“non-electric machinery. Because of the 
lower value of the dollar and stable 
wages in the US, cost of production in 
some Japanese factories in the US has | 
become lower than Japan. Products 
as motorcycles, TV. sets and-cellu- 

yes made in. these offshore Ja- 
par factories have. been exported to 

apan. The amount of such exports is. 
mall, but if the dollar stays down, ex- 
rts from Japanese plants inthe US are 






_ A study conducted before the Wall 
Street crash found that 54% of large and 
medium-sized companies were more 
ikely to build new plants in the US than 
ad because. of declining costs. 

479 Japanese- 


r, more. than “half 
T aterials in the US, 
begun exportin 









cts to Japan and 19t 


Whatever mix of cures the US ac- 
cepts, it seems inevitable the country 
cut in its standard 
f > there: may be a light 
at the end of the tunnel,- most US 
‘economists reckon that there isa very | 
long way to go. And while few have 
idea how the cure will be effected, 
fewer still have any idéa what the impact 
i ld, and particu- 








will have to acce 
of .living. While 


Taiwan faces up to 


¥ 


the need to diversify 


By Carl Goldstein in Taipei 


A the US takes almost half of 
Taiwan's exports, reduction ‘or 
elimination of the US trade deficit will 
force Taiwan to find a new engine of 
economic growth. This will mean major 
changes in the industrial structure. 

` The possibility of a US recession — 
with a consequent drop in-demand for 
imports —— ‘has already forced a down- 
ward revision of the official 1988 growth 
| forecast from 7.1% to “closer to.6%.” 
This may be overly optimistic. In the 
past, a one percentage-point drop in US 


| growth has resulted in a 2-4 point drop | 


for Taiwan: l 


























` this year. 


technology products, such as computer 
peripherals, electronic components, 
machinery and other capital goods. At 
the same. time, labour-intensive indus- 
tries must be moved offshore or phased 
out. : f 

-o The efficient production of these 
goods has been responsible for Taiwan’s 
rapid march towards developed-nation 
status. Now, however, their predomi- 











-nance in the island’s product mix makes 





it vulnerable not only to the temporary 
-effects of a US recession, bit also the 
more fundamental, long-term changes 
in the US economy that will come if that 
country solves its deficit problem. 

By making the shift up-market, 
Taiwan would be in a position to wrest 
markets away from Japan. Promising 
markets in Southeast Asia and China 

also up for grabs. ete 
‘Japan itself represents an increas- 















ingly attractive market. Taiwan’s. ex- 


ports there, as well as those to Asean 
and EC countries, have grown much 
more quickly than US-bound shipments 





tit is not only in the -volume:and 
f trade that an improve- 


an be seen. 











— | budget surplus. — 














‘economic system breaks 
_ down altogether. But scenarios for 
„achieving this result range from the 


highly desirable to the catastrophic. The . 


most attractive alternative is that Japan 
will simply take over the role of “the 
great absorber” played by the US dur- 
ing the early Reagan years. 
According to this view, Japan now 
„has the capacity to stimulate its domes- 


tic economy. much more rapidly than — 


seemed possible a year ago — using 
money from the. sale of privatised. gov- 
ernment entities such as Nippon Tele- 
graph and Telephone Corp. and from 
an unexpectedly healthy increase in tax 
revenue. 


A far as the balance of payments.is 
concerned, long-range forecasts 
suggest that though Japan does not ex- 
pect to show a trade deficit before the 
early 1990s, it could easily afford to do 
so. A year-old forecast by the Japan 
Economic Research Centre suggests 
that trade in invisibles, in chronic deficit 
until 1986, will be earning surpluses of 
US$5 billion in the early 1990s as a re- 
sult of income . from. foreign. invest- 
ments. oS 
.., The pessimistic scenario painted by 
some private-sector economists stresses 
invisibles as a key factor in instability in 
~ the early 1990s. According to this view 








the US can , and will, balance its foreign- 
trade account by 1990, but is unlikely to 


be able to earn the surpluses needed to | 


service its foreign debt (estimated at up 
to US$800 billion by the early 1990s) 
without further drastic devaluation of 
the dollar. 

Japan’s massive accumulation of 
overseas assets (estimated to reach 


,US$500-600 billion by- 1990s) would 


place even more pressure on the yen- 
dollar rate, perhaps. resulting in a 
further 20-30% revaluation of the yen 


| from current levels. In that situation, 


adjustment would come through deep 


| recession in. both the Japanese and US 


economies. 

The options open to Japan to ward 
off an exchange rate—related recession 
include reducing dependence on the 
dollar through. rapid expansion of the 
yen’s use as an, international currency, 
but this requires cooperation from the 
international. business community as 
well as more determination than has so 
far been shown by the cautious bureau- 
crats at Japan's Ministry of Finance. In 
order to create a climate favourable to 
yen internationalisation, recycling of 
the present Japanese surpluses to some- 
where. other than the US bond market, 
and full-scale liberalisation and interna- 
tionalisation of Tokyo’s own capital mar- 
kets:are probably the top priorities. p 








Hongkong still 
vulnerable 
ongkong’s dependence 


H market has slipped 

but one. of the reaso 
used against. the territe 
ton. The sharp declin 
pegged local curr 
ble improvement 
` years in. exports 
countries, particula 
Germany, after a siu 
when the dollar was at 
kong has shown itself 
sive to currency factors h 
US. Meanwhile, it has been 
more than maintain. its US 
share. ; Aes 
Lack of any import restraints 
been helpful in warding off some pr 
tectionist pressures. But Hongkong re- 
mains vulnerable on four counts: first 
the currency issue, Although external 
trade is roughly in balance, Hongkong - 
enjoys a huge services surplus, so there 
is no lack of evidence that the local cur: 
rency is seriously undervalued. and. 
would have been revalued a long time | 
ago but for a domestic political commit 
ment to the 















on the US 
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‘Electronic products, electrical and 
other machinery all occupied. propor- 
tionately larger shares of exports this 
year, at the expense of garments, tex- 
tiles and footwear. .- $ 

_ Cutting reliance on the US market to 
even a third.or a quarter of exports, as 


some. officials have suggested, would - 


take several years under the best of cir- 
cumstances. The: problem is -that 
Taiwan cannot afford to wait so long. 
The island is already under heavy pres- 
sure as a result of the NT dollar's near 
36% rise against the US dollar since 
September 1985. 


Although the NT dollar’s more rapid: 


appreciation than the currencies of 
Taiwan's chief competitors puts Tai- 
wan’s exporters at a competitive. dis- 
advantage, the country enjoys certain 
advantages its rivals cannot claim. One 
of these is the US$70 billion in foreign- 
exchange reserves in the central bank’s 
coffers. Another. is an unexpected 


lush with cash as it is, the govern- 

ment has access to a number of 
mechanisms, including state-owned 
industries and the government-domi- 
nated banking system, for proppin 
up demand when foreign trade fal- 
ters. l 

Another is infrastructure projects 
now under way or on the drawing 
boards. This approach was used effec- 


tively by. then premier Chiang Ching- ` 
kuo to limit the impact of the 1973 oil- | th 


price crisis. Although some economists 
feared the massive spending on the so- 
called Ten Big Projects would cause 
serious inflation, the end result was to 


| lay the groundwork for a renewed burst 


of growth in the second half of the 
decade. 

Similarly, the current: Fourteen Pro- 
jects, as they. are collectively known —- 
including a subway for Taipei, port and 
highway developments, and electric- 
power projects — have fallen far behind 


schedule. Previous plans called for total | 


spending on the projects of NT$900 bil- 


lion (US$30.3 billion) by 1994. Since the | 


stockmarket crash; Taiwan's official 


Council for Economic Planning and 
- Development has urged that up to 


 NT$500 billion of that be brought for- 


ward to the next two fiscal years, ending 
in June 1989. 


The area offering. the most im- |: 


mediate dividends, however, is domes- 


| tic consumption. Taiwan’s entrepre- 
| neurs are just now beginning to dis- 





cover the potential market represented 


` The government can help by further 


Seray. E overall merchan- 
dise trade is in balance, the surplus with 
the US is running at- around US$9 | 
lion this year. Critics in the US se 
Hongkong as a supplier of consumer 
goods to the US market, while it turns: 
| to. Japanese and other East Asian 
| suppliers forits capital and intermediat: 
| goods. po HES 
| . Thirdly, 44% of Hongkong’s domes- 
| tic exports to the US are still quotare- ; 
| stricted garments and textiles. In many 
| items, Hongkong would not be com- 
| petitive without the quota, which now 















Hongkong. 
i , the financial services indus- 
| try, a boom area for the past decade, is- 
| likely to be hurt by a major shift away 
| from a dollar-based system, as well as by _ 
| bearish financial markets.. oe 

| Hongkong will be badly burt by a 
| 

l 






















| South Korean depen- 
dence on the US mar- 
ket will remain heavy 
aky lots of talk 
about diversifying its 
Ray export markets.: Ship- 
We ments to the US. ac- 
fing N counted for 40% of 
total exports last year, and are expected 
‘to be about the same this year. Exports 
the US equal about 15% of GNP. 
The common sentiment in’ Seoul 
«seems to be that the US has a unique 
mbination of money, a huge and open 
market and few trade barriers. “We 
ave to rely on the US market,” said 
oh Young Wook, director of’ the 
Ministry of ‘Trade and Industry's trade 
i promotion policy division, 
Yet South Korean” policymakers 
know that the country’s trade surplus 
with the US — expected to be more than 








| cally and economically unsustainable. 
Earlier this year, policies designed to 
whittle away the surplus by increasing 
US imports and slowly appreciating the 
‘on were adopted, but so far the results 
ave been disappointing. 

_ Seoul's planners are starting to get 
the message that Washington is serious 
bout reducing the South Korean 
surplus this time — but it is not clear 
that their sentiments can be translated 
‘into more balanced trade figures before 
the US Congress acts. 

‘Imports must increase dramatically 
if South Korea is to prevent its surpluses 
rther because, unless 
ecession, exports to the 
US seem poised to- keep expanding, 
albeit at a so omewhat slower rate. 






-US$8 billion this year —.is both politi-. 





Even if the US economy slows, South 


Korean exporters should be able to win. 


market share from their Japanese rivals 
because of the relatively slow apprecia- 
tion of the won against the US dollar — 
only 7.3% so far this year. 

Electronics and cars are the 
strongest export growth areas. In cars, 
the South Korean manufacturers face 
virtually no competition from low- 
priced imports and the industry is con- 


tinuing to expand. In electronics, simple | 


products like black-and-white TV sets 
will be vulnerable to competition from 
lower-priced. manufacturers in China. 
But South Korean firms’ increasingly 
sophisticated products are likely to win 
market share at the expense of goods 
from Taiwan — which has suffered a 
much steeper currency revaluation than 
South Korea — and Japan. 

Textiles, still the country’s largest 
export, continue to do well, partly be- 
cause of the protection provided by in- 
ternational quotas. Low-cost clothing, 
though, is vulnerable to competition. 
Lower-cost manufacturers are likely to 
gain ground as Seoul revalues the won. 


Dow reliance on the US market, 
exports to Japan and Europe are 
rone — by 58% to the EC.and by 

55% to Japan. In theory, there is plenty 
of room for increased exports to these 
markets. South Korean. carmakers, 
for example, have made little effort to 
crack the European market. But, in- 
creasingly, South Korean exporters are 
meeting protectionist barriers in the 
EC, where microwave ovens and video- 
tape recorder exports are being investi- 
gated on dumping charges. ` 













































se: 
small, is growing. South Korea seems to 


nt, though still 


have acted rapidly to the need to estab- 


| lish manufacturing sites abroad in order 


to resist protectionist moves and to ex- 
pand into new markets. 

Domestic consumption could pick 
up if a slowdown in exports occurs. 


Domestic demand has historically risen 


by 5-6% a year, but with inflation down 
and the balance of payments no longer 
an issue, policymakers are prepared to 

loosen their grip on domestic demand. | 

Domestic demand will get a boost as 
per capita income ‘surges past the 
US$3,000 mark next year, the level at 
which demand for consumer goods gen- 
erally increases dramatically. Sales. of 
cars and consumer electronics are al-. | 
ready rising, and most analysts expect - 
growth to continue to be brisk. Pay in- 
creases for the year will average 15- 
20%, putting more money into con- 
sumer pockets. Taxes on consumer 
electronics and cars could be reduced if 
more stimulus for domestic consumer 
demand were needed. : 

A recession in the US would drag 
South Korean growth down to about 
5%, according to estimates by Western 
analysts. and government officials. That 
sort of growth, which the South Ko- 
reans regard as sluggish, would pose 
domestic political problems, because of 
the need to. absorb new workers into the 
labour force. South ‘Korean planners 
have long maintained that they must 
keep the economy growing by 7-8% a 
year to absorb the new workers, though 
some analysts maintain that the mini- 
mum growth rate is overstated. 

South Korea’s overhang of foreign 


‘debt would reduce its room for man- 


oeuvre in arecession. The debt has been 
cut by nearly US$10 billion from its 
peak of US$46.7 billion in mid-1986. 

But policymakers say they would like to 
run current-account surpluses in the re- 
gion of US$5-6 billion a year for the next 
four or five years. a 





year rof USS800 million ‘ad US offi- 
| cials expect the deficit to exceed USSI 
billion in 1987. 

This surplus, according to a senior 


attract some of the punitive counter- 
measures being sought by some sectors 
in the US Congress.. The US has no 
major market access problems with Ma- 
laysia either, according to the same offi- 





. depreciation of the US unit against the 
US trade official, is not large enough to | 





ably froma farther weakening of the US 
dollar — rather than from a solution 





Some local analysts believe a 25% 


Malaysian dollar is the most likely scena- 
rio, which would yield an exchange rate 


of M$1.87:US$1. The last time the US- 


dollar experienced such a fall in value 
was between 1970-74, when the gr 





rence; itis possi- 
S dollar would have 
little effect on the US trade deficit with 
Malaysia. Overall, the US is only the 
third-largest est market for. Malaysia, tak- 
ing about 17% of total shipments. But it 
is the main market for manufactured ex- 
ports, accounting. for 35%, and electro- 
nic components (53%); with about 65% 
of the components coming from US- 
owned plants. i 
. The US textiles markets accounted 
for about 40% of Malaysia’s M$1.7 bil- 
lion worth of exports last year. These 
are covered by a bilateral textile agree- 
the Multi-Fibre Arrange- 
: without these quotas, Malaysian 
textiles would probably not be able to 




















T- rE compete with lower cost exporters. 































N ow more than ever — When Investing, — 
having the right information can mean the 
- difference between profit and loss e e o 


We'd ike to introduce a weekly newsletter to be launched January 
1988 titled “ASIAN MARKETS MONITOR’, intended for serious investors 
whether an individual or institution. AMM will provide you with timely, 
ae eee 
greater chance of success. 


Concise Coverage of Asia’s Markets ae | 
Every week AMM will provide concise, comprehensive coverage and 
| analysis of Asia’s fast paced markets. Just the kind of timely information _ 
& inl wath enter ee 

formed, accurate decisions on new investments. ; 
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tion. 
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At an annual subscription price of only US$599 the AMM is no doubt the least costly investment you will make this _ 
» year. It will also certainly prove to be the most vital and useful. Pont maka any decisions ah youl ivastmants i 
Asia before you read what this report has to say. 


Unqualified Money Back Guarantee Back Guarantee 


C | o any reason ater youve eae ANM you sh to cancel your order you may doso at anytime and receve | 
x Afal refa oeo DA MTA Dordon of your piyan, ; 
































tinny abati ind begi isodi id ot el eiiilion you win aid need aoit i 
the HONG KONG. ‘SINGAPORE, MALAYSIAN, PHILIPPINE, TAIWANESE, THAI, AND KOREAN stockmarkets. 


alae be lemme ester ane eh O o a o 
Each issue of AMM To: Publications Div., Dept. AMM, Review Publishing Company, Ld, 
will deliver... 
















- GPO Box 160, Hong Kong. 


C Yes! Please enter my order to Asian Markets Monitor ce abn ki gh ego 
the investment inteligence wil receive each wek praler ; 


atacand in payment threo! cheque payable to Review Publishing Company Lid) 
Gr, credit card {tick one): ; 
am ttn Dee E Diners Club MasterCard Cl Visa 


Exp. Date 









‘Cand No. 








{please print in block letters) 

































































set itself apart 


By Hamish McDonald in Singapore 
ae | Singapore's reliance 
jon the US as an ex- 
rt market has great- 
| ly deepened in recent 
| years, with 30.9% of 


Bich) exports going to the 
Aire US in the irst nine 
f N months of this year. 
to calculations cited by 
Trade and Industry Minister Lee Hsien 
Loong, a reduction of one-percentage 
int in the US economic growth rate 
rings a reduction of about $$1.3 billion 
(US$635 million) in non-oil domestic 
exports. This, in turn, translates into a 
contraction of 1.4 percentage points in 
Singapore’s GDP. 

Citing estimates that US growth 
prospects for 1988 have been cut by 1- 
1.5 paon because of the stockmarket 
crash, Lee said Singapore should expect 
“at the minimum a loss of 1.5-2 percent- 
age points from our growth next year, 
most of it happening in the latter half of 
the year. But if there is a US recession, 
we will lose much more growth.” Singa- 
pore’s growth this year is widely expect- 








op es pay Opa ohpcomy 
port boom and that even if the US market slows down, exports can be chan- 
nelled to markets. 


of Baht 7.7 billion (US$300 million) in 
for both has been A 





Singapore seeks to 


ed to reach 8% and, prior to the crash, 
institutions such as the Development 
Bank of Singapore had judged average 
growth of 6% to be plausible over the 
next few years. 

Singapore’s leaders are fighting hard 
to dispel any US notions that the coun- 
try should be lumped with other NICs as 
an unfair trader, keeping a low currency 
and high protective barriers. To a great 





current ex- 















extent they have been successful in con- 
vincing Washington, though they fear 
that Singapore might be hit by scatter- 
shot protectionist measures. 

Largely as a result of passing a new 
copyright law in April, Singapore won 
the best deal of the Asian NICs in the re- 
vision of US generalised system of pre- 
ferences (GSP) tariffs in July. The value 
of products it could sell duty free to the 
US rose 12% to US$755 million, with 15 
products added to the duty-free list. The 
Suggestion now that Singapore’s GSP 
privileges may be removed — along 
with those of South Korea, Taiwan, 
Hongkong and Brazil — while disturb- 
ing, would have less impact than a slow- 
down in the US economy. 

The US hit-list of restrictive prac- 
tices of which Singapore is accused is 
confined to the banking sector. US and 
other foreign banks have very limited 
access to retail banking. 

Another card to play in Washington 
has been the fact that US firms have 
been leading manufacturing investment 
in Singapore aimed at the US market. 
Companies such as Hewlett-Packard, 
National Semiconductor, AT&T and 
Seagate have opened new microchip, 
computer, and communications equip- 
ment factories at a rapid rate, with the 


‘| net asset value of accumulated US in- 


vestment rising 43% to US$7.5 billion 
over the two years to December 1986. 

Since mid-1986, however, Singapore 
Government figures show Japanese in- 
vestment commitments outstripping 
those of the US. As investment bank 
Merrill Lynch pointed out in its latest 
Asian Economic Outlook, this could 
“attract the attention of US protec- 
tionist lobbies and others who see the is- 
land as an alternative base for Japanese 
exports to the US.” 

Electronic products and compo- 
nents, and electrical machinery have 
been the strongest sectors of manufac- 
turing, recording growth rates well over 
25% since mid-1986, again with the US 
the target market. The capacity to di- 
versify markets away from the US ap- 
pears to be rather low. 

Singapore’s leaders seem most ner- 
vous about the exchange rate, making 
much of the moderate rise against the 
US dollar since mid-1986 from around 
$$2.12:US$1 to just under $$2.05. Fi- 
nance Minister Richard Hu has argued 
that the domestic slump caused an un- 
usual suppression of imports over 1985- 
86. “It is unlikely that the current-ac- 
count surplus [forecast at about US$600 
million this year] will be sustained with 
the pickup in investments in 1987 and 
beyond,” Hu said. 

The Singapore dollar was still 10- 
20% above its 1970 level against a bas- 
ket of major trading-partner currencies. 
Even when deflated by unit labour 
costs, the currency remained above its 
1980 level. Singapore’s final plea is that 
its trade surplus with the US of US$1.5 
billion is small relative to other NICs. J 





Hermans Uso 


THE MEASUREMENT OF TIME: 
ONE OF THE FEW THINGS 


WE DID NOT HAVE TO INVENT. 





The Perpetual Calendar, ultra-thin automatic movement with central rotor in 21 ct. gold. 


Our fascination with 
the measurement of time is 
legendary. And yet, we were 
not the first to unravel the 
mystery. 

Over one thousand 
years ago the Mayas were 
already seeking accurate 
ways to determine its course. 

By patiently observing 
the alternation of day and 
night, and carefully chart- 
ing the flight of moon and 
stars across the heavens, they 
were able to establish a 
calendar as precise as our 
own. Without the benefit of 
telescope or optical instru- 
ment, they developed a 
mechanism as perfect, in 
its own way, as the 
Perpetual Calendar. 

With the same fascina- 


Sole Agents 


tion and patient attention 
to detail of the Mayas before 
them, the master-watch- 
makers at Audemars Piguet 
hand-carve, chisel and polish 
each intricate spring, tiny 
pivot and delicate pinion, 
destined to form the 
Perpetual Calendar. 

They create a balance so 
perfect that only the greatest 
of craftsmen could aspire 
to it. A watch programmed 
with such a complex mech- 
anism that leap years are 
accounted for, keeping per- 
fect time, untouched, until 
the year 2100. 

In today’s hectic world, 
only Audemars Piguet could 
have pioneered the recrea- 
tion of an authentic classic, 
for the sole pleasure of the 


and Service Centre: BANGKOK: Tho Import Co. Tel. 253.0360. HONG-KONG: Desco (HK) Lid. Tel 3-691 221 
JAKARTA: Panta Niaga, Tel. 346071. KUALA LUMPUR: Sivaroyal (Pts) Ltd., Tel. 2321573. SEOUL: Sungsan Trading Co. 
Tel. 777.3841. SINGAPORE: Sivaroyal (Pte) Lid. Tel 3379.62. TAIPEI: Audemars Bie ree Tel. 7017.96.39. 

TOKYO: Desco (Japar) Lid. Jel. 56212.71. SYDNEY: Desco (Australia) Pty Te 


few who can afford to con- 
template time. 

After all, from the 20- 
day month of the Mayas, to 
the Perpetual Calendar of 
our master-watchmakers, 
the challenge to harness 
the evolution of time re- 
mains unchanged. 











Maya calendar 
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Audemars Piguet 


La plus prestigieuse des signatures. 
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45,000 employees in 130 countries. 
But one language: Quality. Qualität. Qualité. Calidad. Qualità. Kvalitet... 


In the world of SKF 
everyone speaks the same language. 






uality. 





It’s a key word for everyone at SKF. After all, we 
make our living from it. Not only in the products we offer 
but, of equal importance, in our service. 

It means that, though we speak some 50 different 
languages, ‘quality’ is a universal language within the 
company. And not only does every employee have a role 
to play in promoting quality, the same goes for our 
thousands of distributors. In every corner of the globe. 

The result of this resolute commitment to quality 
has been to become the world leader in rolling bearings. 
And other precision products too. We have some 20% 
of the world bearing market — that’s more than twice as 
‘much as our nearest competitor. 

And, although our roots are in Sweden, we are 
highly international. That is because quality is a language — 
all people understand. 


SKF employs some 45,000 people 
from 130 different nations. Manufactur- 
ing takes place in 80 factories in 17 
countries. 

Apart from rolling bearings, SKF 
manufactures and markets cutting tools, 


oe SKE Samethino extra oe aa HBS 


grinding machines, linear motion pro- 
ducts, textile machinery components, 
aerospace components, fasteners and 
other mass-produced precision products. 

In every one of these areas, SKF has 
a leading position. 























One of the many attractions which lure visitors to Switzerland, 
again and again. 








Many roads lead to Rome. The travelers who choose the most convenient one - via Switzer- 
land with Swissair - do so because they know that the Geneva and Zurich airports give 
them the smoothest connections. Or because they appreciate the legendary service in our 
First, Business or Economy Class. Apart from the home of the Colosseum, our Italian 





nalam Tota NN- 


destinations inclide Milan Genna and © ac af Mian 1007 











Asia is home to more than half of mankind. Every day, 
events are happening here that not only shape the re- 
gion’s future but affect the entire world. The Asia 1988 
Yearbook does more than cover these events — it com- 
piles, analyses and interprets them. No businessman 
can afford to ignore them. Nor can any professional or 
scholar or anyone who has dealings with Asia. Decide 
for yourself whether any other single medium puts the 
economic, social and political realities of Asia at your 
fingertips as does the Asia Yearbook. 


Now In Its 29th Edition 

The Asia 1988 Yearbook, now in its 29th year, is bigger 
and more comprehensive than ever before. Matching 
the rapid pace of Asian development, it goes into great- 
er detail, with greater insight — a book which everyone 
who needs to know about Asia must have on the book- 
shelf. 


Features 

The Asia 1988 Yearbook offers completely revised 
chapters — covering another historic year in Asia, and 
analysing US involvement in the region and you will also 
find familiar chapters and features as well: a portrait of 
The Entire Region, The Power Game, Population & 
Food, Development Banks, Asian Finance, Asian In- 
vestment, Commodities, Energy, Aviation, Shipping, 
Fishing, Trade & Aid, the Pacific, Asian & Pacific Or- 
ganisations, a round-up of the year’s news stories, and 
much more. 


As in the past, the Asia 1988 Yearbook has an abun- 
dance of charts, tables and graphics to illustrate the 
material, including a full military profile of each regional 
country. 


The main body of the book contains chapters on 31 
countries, ranging from Afghanistan to Japan, from 
China to New Zealand. 


Country-by-Country Analysis 
Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure, complete with a map and lists of 
leading public officials. The Asia 1988 Yearbook gives 
you localised, first-hand information on everything from 
__ market potential and population trends to foreign aid in- 






ng The AllNew29thEdition 
We give you Asia, 
minus the mystery, 


minus the myth: 
' Asia i988 Yearbook | 


Announci 


volvement and social and cultural landmarks. Each _ 




















country chapter has a Databox giving essential vital — 
statistics. And there is also a statistical round-up com- 
piled against a master questionnaire provided by Year- 
book experts. 


How We Did It ee 
Published by the Far Eastern Economic Review, the- 
Asia 1988 Yearbook is the result of thousands of man 
hours of work during the year. Every week, the Review's: 
correspondents file on-the-spot reports from every 
major Asian capital and every area of interest through: 
out the region. This leading team of writers, analysts 
experts and research staff contribute (as they have reg- 
ularly for 29 years) to keep the Asia 1988 Yearbook on. 
top of events. To give you Asia minus the mystery 
minus the myth. To give you Asia as only the Far East- 
ern Economic Review can. 


Soft Cover: HK$215/US$27.50/£17.75/S$58.50/M$70.50 
Hard Cover: HK$235/US$29.95/£20/S$63/M$77 
For airmail delivery, please add: 
HK$55/US$7/£4.50/S$15.5/M$18.5 per copy. 
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To: Publications Division, 
Review Publishing Company Ltd. 
G.P.O.Box 160, 
Hongkong 


FarEasternEconomic 





Please rush me copy/copies of the Asia 1988 Yearbook as 
indicated. | enclose a cheque/postal order for nmre 


(Please print in block letters) 
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Asia 1988 Yearbook (Soft Cover) 
Price: HK$215/US$27.50/£17.75/S$58.50/M$70.50 each 


No. of copies © bysurface C] by airmail* 
Asia 1988 Yearbook (Hard Cover} 

Price: HK$235/US$29.95/£20/S$63/M$77 each 

No. of copies Cl bysurface © by airmail* 





*For airmail delivery, please add: 
HK$55/US$7/£4 50/S$1 5.5/M$18.5 per copy. 
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OUR VIEW OF THE 
WORLD 


Over the past decade the rapid growth 
of new markets and new financial 
products has provided institutions and 
individuals alike with a wider choice of 
opportunities than ever before. To evalu- 
ate and compare these opportunities, 
investors must rely on the support 
and comprehensive services offered by 
an investment house with an inter- 
national network of offices providing 
execution capability. 

James Capel is an active and inde- 
pendent participant in every 
major market. From Edin- 
burgh to Seoul and from 
Paris to Auckland, we have 
branches, offices or affili- 
ated companies in the major 
financial centres on four con- 
tinents. We have been involved 
in these markets for longer than most of 
our competitors and we believe there is no 
substitute for experience when it comes 
to judging different market conditions. 

Our original research reflects the de- 
tailed analysis of the constant interplay of 
economic and investment information. 
But the value of research is limited with- 
out a closely integrated distribution 
network and efficient execution. 

Our distribution capability, like our 
research, is international. Our experience 
in settling business in all securities and 







currencies is of significant benefit to those 
investors moving into unfamiliar markets 
for the first time. We trade Philippine 
stocks for Germans, Australian stocks for 
Scandinavians, French stocks for Ameri- 
cans and Japanese stocks for the Japanese. 
We also have the largest share of client 
business in the UK stock market. 

The basis of our strength is to be found 
in the quality of our research. 

We have been consistently voted the top 

international research house in surveys 

conducted by leading financial 
information services and 
magazines such as Extel, 
; p Euromoney, Institutional 
Investor and the Sunday 
7 Times, to name but a few. 
f With over 100 analysts in 11 
countries our international 
coverage is respected throughout the 
world for its level of detail, its insight 
and its objectivity. 

Amidst the changes brought about by 
the deregulation of financial markets, 
many investors still want and need the 
services of a broker who is primarily an 
agent rather than a market maker, In our 
experience, this allows us to give our clients 
the single-minded attention they need. 

Service is more than just a slogan 
at James Capel, it is the foundation of 
our business. 


James Capel 


THE GLOBAL INVESTMENT HOUSE 


a 





LONDON: James Capel House, 6 Bevis Marks, London, EC3A 7JQ Telephone: 01-621 0011. Telex: 888866, Fax: 01-6210496 
HONG KONG: 39th Floor, Two Exchange Square, 8 Connaught Place, Hong Kong Tel: 8525 843911] Fax: 8525.29 1210 Telex: 75100 
SINGAPORE: 20 Collyer Quay 11-01, Tung Centre, Singapore 0104 Tel: 65 224 8677 Fax: 65 224 1375 Telex: RS24085 
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@ AMID all the depression and hand- 


|.. wringing of the past few weeks, an event 
‘that should have. elevated spirits: in | 


Hongkong to.a degree last seen when 
the Sino-British: Joint Declaration was 


` signed has passed virtually unnoticed. 


It is the plan by Jardine Matheson to. 


"| attach its name to one of the territory's 
‘most recognisable landmarks, the Con- 


naught Centre, the waterfront: monu- 
ment to the gruyere cheese industry or, 
less reverently, the house of the million 
orifices. Se pgss i f 
Why Jardi 







ose associate Hong- 
> building, should 


+: 





The last Jardine House: was on the 
site of the present. Wheelock House, 
which was swapped, with a cash‘ pre- 


| mium, for the old Lane Crawford site in 


| preparation for the Landmark develop- 
“ment. Now, to coincide with a HK$40 


“| million (US$5.1 million) renovation of 


Connaught Centre, Jardine House — 


| the rebirth. 


| @ NOTHING the Jardine group does 








-Rebuffed at HK$16. a share, Shroff 


'| at acorporate level is-ever taken at face ` 


value, forthe generally excellent reason 
that things are seldom what they. ap- 
pear. The decision to shift the registra-: 
tion of the group’s main units to Bermuda, 


one that left little.to the imagination. 
Hongkong’s _ pre-eminent, trading 

company, one whose history more than 

any other parallels that of the territory 


| itself, was making clear its view.on.the - 


future. Since that time, Jardine has 


‘done nothing to alter the perception 


that its long-term view of Hongkong 
puts it into the broad category of seller. 

~ Indeed, consecutive “demergers” of 
Hongkong. Land’s non-property divi- 
sions and a steady build-up in the Lon-: 


don-based insurance and financial-ser- . 


vices interests have merely served to es- 
tablish Jardine as.a returning colonial. 


When, after years with a carefully con- 
structed crossholding relationship pro- 


tecting both Land and Jardine, the 
former was cut loose, and Jardine’s 26% 


minority holding was left to stand alone, - 


it looked like a cunning enticement to 
anyone interested in the remaining 
74% , and perhaps the 26% itself. 

It was thus we entered the phase be- 
fore the crash, or BC, when the serious” 
punters amassed large positions in Land 
on the belief that a bid was in the offing, 
which certainly appeared to be the. case. 


n only assume that Li Ka-shing is- 


| Squaring off with round holes 








“ence. i 


-muda decision, however, will 


Ip ‘treatment of the Land stake is 
announced initially. in March 1984, was. | 


` pany whose assets comprise a 


thoroughly grateful to Jardine for turn- 


ing him away, especially with Land now 
regarded as strong at HK$8. 
@ FOR those who had built up big ar- 


bitrage positions at.prices up to HK$13, | 


fresh buying at levels below HK$7 made 


a good deal of sense, if only to average | 


down their all-in -holding cost. It is 


-doubtful..that: Jardine- would .find..an. 


offer of. HK$10: or even HK$12 a share 


attractive after rejecting HK$16. K. 


 Jtisjust possible, of course, that the 


rejection. of the HK$16 offer had no- | 


thing at all to -do with price, but the 
longer-term. strategic interests of the 


.| Jardine group and its most prominent, if 


not controlling shareholders, the found- 
ing Keswick family. If.one accepts that 
Hongkong is.playing an éver-decreasing 
role in Jardine’s. greater scheme. of 
things; it seems reasonable to expect the 
group.and the family to be applying con- 
siderable. effort to expand- 
ing its .sphere of influ- 


In Londen that influence 
is considerable, even: after 
discounting the dismay with 
which long-time colonials are | 
regarded. in the corridors of 
power in Britain. The Ber- , 


have been appreciated. .as 
much in Whitehall as it wasin 
Peking, and if those damaged ° 
bridges are to be mended the- 


critical. 
_ A: simple sale.of a com- |% 


substantial share of Hong- 
kong’s Central business dis- 
trict is not possible, more. be- 
cause of interpretation than - 


‘fact. From a distance, it would be 
seen as yet another. phase in ‘the Bri- 


tish retreat. In Hongkong, depending 
on: the current state of the market 
and prevailing political and economic 


-sentiment, reactions could range from 


“apreat buying coup” to Bermuda Revi- 
sited : f 

@ LOCAL investors, it would seem, 
were pondering Land not as an invest- 
ment-property group, but rather as an 
under-priced whole, the sum of whose 
parts, if sold separately, would amount 
to a most attractive premium. On a yield 
basis, and considering the yen: US dol- 


‘lar rate, Hongkong property is excep- 

. tional value for Japanese investors. 

P= While not willing to buy the full 

“portfolio, it is conceivable that Japanese 
investors would be. interested in taking 


on specific buildings, such as Exchange 


Square, Connaught Centre or Glouces- 
+ ter Tower. Such an approach would also 
“appeal to the majority of Hi de- 


ngkon 
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-velopers, who. are more accustomed to _ 
trading than collecting rent. eee 
Renaming Connaught Centre isa 


25%- of. Connaught Centre—Jardine 
House ona lease that still has 12 years to 
run it hopes to be here after 1997. That 
still does not mean Jardine’s stake in 
Land is not for sale, though. Cheu 
Kong or Mitsui Real Estate would un- 
doubtedly be willing to include naming _ 
rights in a key-tenant lease, provided — 
the agreement was revised and the nam- 
ing privilege recognised in the rentat: 
e HONGKONG, along with» most 
other markets, has survived: the great 
crash, “despite market closures, -a 
threatened Pae collapse and 
an intense political debate that-has typi 
cally resulted in the appointment ofan 
anonimes investigating committee: 

:- Those investigations will 
take. their. course, over. the- 
coming months, and the reg- 
ulatory-environment will pre 
sumably. undergo change, but. 
stage two of the Great Crash — 
could take ‘place away from 
the market. itself, in , the. 
boardrooms of Hongkong’s 
more aggressive public.com- 
panies. Will the trading pro- 
fits: from the rather studing 
activities of the company it- 
self be adequate to withstand. 
the losses.incurred on the “in- | 
yestment” portfolio? T 

Shroff suspects there will 
be several cases, by the time 
the auditors come to ask the | 
pertinent question, where the 
~~" answer will be no, and the 
same corporate financiers who were so 
busy this year preparing new listings, | 
-rights issues and the like will shift em- 





| phasis, towards schemes of arrange- 


ment, asset disposals and various other 
forms of “corporate restructuring.” The 
wise ‘and realistic will already have 
begun making;such arrangements, buti 
the past is-any clue ‘there will be those 
holding their breaths in the hope th 
market will save them. os 





@ ONE of the most intriguing games in. 
Hongkong right now is “call the pro 
erty market.” It is hardly surprising tha’ 
property agents, whose livelihood 
pends on commissions generated by a 


ya 
lively market, see little or no spill-over 
effect from the stockmarket crash into 
the property sector. Where's the evi- 
dence, they cry, and there is none-to 
show, because the buyers, rationally, 
have backed away, waiting for the 
shakeout.. And we all know what-hap-_ 
pens when sellers outnumber buyers 

















By Bob Johnstone in Tokyo 
ponm for -supercomputers in 
manufacturing industry is growing, 
but prices have yet to drop far enough 
for most firms to justify purchasing one 
of the monster number-crunchers. To 
meet this demand, Recruit, a Japanese 
provider of information services, is of- 
fering an over-the-phone supercompu- 
ter rental service. © -o 0 
Since it started in July, the service 
: has attracted more than 60 clients. They 
„include car-makers, ship and aircraft 
_ builders, micro-electronic circuit design- 
ers; architects and civil engineers and 
chemical and pharmaceutical companies. 
Such ‘companies: evidently ‘feel -the 
iced for the more detailed, complex 
nd accurate calculations that only 
upercomputers, with their enormous 
- appetite for data, can provide. This pro- 
cessing muscle they have harnessed to an 
ever-increasing range of applications. 
One ‘is the design of | more 
aerodynamic: (hence cheaper to run) 
‘cars. Supercomputers do this ‘more 
accurately than wind tunnels. 
They can also save carmakers mil- 
lions in design costs, because supercom- 
ae simulations can replace hand- 
uilt models. Supercomputers can also 
simulate collision damage, eliminating 
the need to destroy costly prototypes. 
Toyota, Nissan and Honda have:all 
already bought supercomputers. The 
other Japanese car companies are also 
considering buying one. 











































H30Sept.) ¥1.4b . 
___ | (US$8.1m) 








Another is drug design, where super- 
computers can be brought in to elimin- 
ate endless trial and error in the labor- 
atory. A third application is one that 
enterprising Japanese securities com- 
panies have recently comé up with — 
predicting stockmarket movements and 
analysing investment portfolios. 

Not all Recruit’s clients want to rent 
supercomputers to run applications on 
them. Some: are more interested” in 
evaluating’ the supercomputers them- 
selves, before deciding whether to 
splash out on one of their own. For this 
reason, computer makers, eager to ex- 
tend the market for their machines, are 
supporters of the service. ` 

Charges ‘vary, but clients pay an 
average of around US$8,000 for an hour 
on a supercomputer’s central processor. 
This may sound expensive, but it is not 
compared to the US$5-20 million it can 
take to purchase a supercomputer. 

Recruit’s idea is not a new one: other 
firms, especially in the US, offer super- 
computer rentals. These are’ typically 
research consultants or companies 
which own a machine whose time they 
are not able to occupy fully. What 
makes Recruit’s new venture different 
is the scale of the operation. 

The company already owns two 
supercomputers — one a Cray Research 


_X-MP/216, the‘other a Fujitsu VP-400. 
By next summer it will have two more — 


another Cray (an X-MP/18) and an 

















can’t run-a proper rent-a-car service 
you only have two cars.” =< 

Recruit offers different makes, be- 
cause some supercomputers do‘certain 
jobs better than others. For example, 
Cray’s excel at structural analyses (de- 
termining stress “and ‘strains in, say, 
skyscrapers); Fujitsu and NEC machines, 
at fluid dynamics (often used for study- 
ing the flow of air over an air-frame). 

“To help clients develop their applica- 
tions, Recruit provides a support staff of 
around 70 people, including a former 
assistant professor from the University. 
of California at San Diego, who is a spe- 
cialist in fluid dynamics. 

Founded -in 1960, Recruit began by 
compiling books of job advertisements 
which it distributed free to university 
séniors. From: there, it branched out 
into the provision of information on 
schools and housing. Today, the com- 
pany publishes 16 magazines with a 
combined “circulation of 85 million, 
making it one of the fastest-growing 
companies in’ Japan. Its sales in 1986 
were US$953 million. 

“The company is famous locally for 
the youth of its managers (Fujinami is- 
just 35) and, most unusually for a Japan- 
ese company, the employment of 
women in senior positions. 

The company’s Remote Computing 
Service, of which the supercomputer- 
rental business is a part, was formed in 
late 1985.Sales this year, according to 
Fujinami, will be: around’ US$20 mil- 
lion. He predicts that this will increase 
to US$170 million by 1990. 
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COMPANY RESULTS 
















“Liner operator forecasts 36% pr 
2b and sales decline of 5.5% to ¥340b. 

Bad-debt provision up.69% to A$332m. Offshore net rose 

12% to A$131.7m. ... ook 


Doubtful-debt provision up 109%, to cover 30% of debts to | 
countries which have rescheduled.: . 





profit fall in current year to | 











Lowest dividend in five years. A 19% increase in 
depreciation slashed profits. ~ 
Profit rise due to higher insurance, banking results. | _ 
Substantial gains not expected in second half. 
Telecommunications firm raised full-year net-profit forecast 
to ¥14.1b from earlier ¥12.7b. 


































(US$148.6m) | 





Fiscal. 1987 figures compare with those for nine months 
ended June 1986... - 


World's ‘largest ‘Steeimaker issued no forecast: for. full 


























“tance down 12.2%. Dong-Ah Construc- 















































































ars outnumber bulls 


HONGKONG performed creditably in a week where most markets chalked up heavy losses. Thailand an 
South Korea suffered serious setbacks on the back of profit-taking in the period to 16 Nov. 


HONGKONG: The market rallied 
steadily to‘close at its peak during the 
period, helped. by buying interest in 
Hongkong Land, which was rumoured 
to be a ‘takeover target, and a recover- 
ing Wall Street. Land was the most ac- 
tively traded stock in.the period, clos- 
ing at HK$7.90 (US$1), up HK$1.10 
from a week ago. Volume for the 
period was 2b shares, worth HK$5.8b. 


TOKYO: A volatile currency market. [ 
pushed shares down almost 8% during | 
6-11 Nov. to a level lower than that on 
the day of the crash on 20 Oct. Fearing | 
margin calls, institutions supported the 
market and issues recovered their 
losses. Tokyo Gas fell ¥25 (18 US 
cents) to ¥958 and NTT rose ¥60,000 
_ to ¥2.7m. Volume for the period was a 
‘thin 447.8m shares, worth ¥528b. 


; ‘MANILA: Prices continued to fall. 
“Many issues declined to April levels. 
| Among favourite mines, Philex-B-de- 
-clined 12.2% to 20.43 (2 US cents) and 
| Atlas-B. slipped 8.7% to P21. Oils 
‘| posted significant losses, led by Philip- 
“pine. Overseas-B with a 23% drop to 
£0.05 and Oriental-B with a 15% fall 
“to P0.07. Average turnover was 
P56.77m a day on 522.25m shares. 


TAIPEI: Heavy government-directed 
buying by state-owned banks on 13 
Nov. tempered overall selling pressure 
-at the end of the period, ending a six- 
: day... slide. Investor confidence re- 
mained weak with average daily turn- 
over at NT$6.11b (US$205.5m), its 
lowest since the first week of July. Con- 
struction and bank shares lost. Cathay 
Construction fell NT$4.50 to NT$63. 


BANGKOK: The market remained de- 
_ pressed and trading was sluggish. Most 
stocks took a beating. Volume for the 
` period dropped to 22:96m shares, valu- 
ed at Baht 2.48b (US$97.4m). Only 
‘two stocks enjoyed. gains — Union 
Pioneer, up Baht 54 over the period to 
Baht 359, and Siam Food Products, up 
Baht 2.50 to Baht 93. Big losers in- 
cluded BFIT and Metal Box. 


SEOUL: Unease over the 16 Dec. elec- 
tion, added to worries about the world 
economy, knocked the market for its 
largest loss of the year. All sectors fell, 
with construction off 14.1% and insur- 


tion plummeted 18.7% and Seoul 
= Bank dropped 15.8%. Daily volume 
averaged a light 3.5m shares, worth 
: Won 54 Sb (US$68. 1m). 
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AUSTRALIA: Doubts about entrepre- 
neurs and a bearish lead from over- 
seas kept markets plunging in early 
trading. Then firming gold-and metal 
prices, foreign optimism, . bargain- 
hunting for blue chips, speculation of a 
Bell Resources move on BHP (which 
closed 26 A cents, or 18.US cents 
higher at A$7.40). boosted prices. Vol- 
ume rose to 667m shares. ` 


NEW ZEALAND: Serious trouble for 
two investment companies, Judge 
Corp. and Anzon, and news that police 
were investigating a small futures 
broker, coupled. with rumours that 
other investment companies were in 
difficulties, kept the. market down. 
Fletcher Challenge fell 3 NZ cents (2 
US cents) to NZ$4.25. Volume for the 
period was 63.54m, worth NZ$75.27m." 


SINGAPORE: Prices “of blue chips 


took a hammering. as institutional in- 
vestors continued to liquidate their 
holdings. Better news from: Tokyo and 
New York helped the market to recoup 
most losses and dabblers started look- 
ing for short-term profits. Heavily traded 
City Developments lost 5 S cents (2.4 
US cents) to $$2.09. Average daily 
turnover was 27.5m, valued at S$54m. 


KUALA LUMPUR: Prices plunged dur- 
ing the first half of the period but later 
recovered most of their losses as invest- 
ors responded to the rally in other mar- 
kets. Foreigners’ favourites MISC and 
Sime Darby were only 21 M cents (8.4 
US cents) and -1 M cent down at 
M$4.94 and M$2.47, respectively. Vol- 
ume averaged 16.3m shares a day val- 
ued at M$25.8m. 


BOMBAY: Equities slid further as bull 
operators bailed out in disappointment 
over the. lack of results from a meeting 
between the finance minister and bourse 
chiefs. Sentiment: was also depressed 
by the re-imposition of a ban on for- 
ward trading in four volatile blue chips. 
Bajaj Auto plunged Rs 675 (US$51 0) 
to Rs 4,400. Reliance Industries 
dropped from Rs 126.50 to Rs 116. 


NEW YORK: The market made mod- 
est gains over the period on relatively 
thin trading. Analysts said investors 
were frustrated at the slow progress of 
the federal budget talks. Many traders 
opted to stay on the sidelines awaiting 
the outcome of the talks. Morgan Stan- 
ley Capital International Index closed 
at 395.4, down 4.1 over the period to 13 
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BY LONDON/UK PROPERTY 7 P 


We are an independent consultancy established to provide a service for locat- - 
ing UK properties for those based in Hong Kong or further afield. Our service 
is tailored to both your individual property needs, and to your own schedule. 


arts S Please catl:. 


RICHARD HAUT 
London A727. ‘4360 (anytime) 
Hampton & Sons, the leading UK Estate. Agente can T you to buy. sell, let, 
manage and arrange finance for your UK house or flat 
Call Philip Jackson on 5- 8104838 or telex 61851 FPDHK HX... 























FFECTIVENESS 
The Review knows that a consistent presence in the 
International Classified Section works, and so.does Philip 


_ Jackson of First Pacific Davies who wrote the following 
letter tous: 
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SPEND A YEAR IN HOLLANE 
- AND 
EARN AN MBA 


A unique MBA program with a mix of 
“strategy and operations 








= STARTING SEPTEMBER 12, 1988 
Fee US$500 - _ 50% payable in advance, balance at k 
interview. 





Focus: 

» Industrial. Policy and Strategy 

+ Strategic Management and Enterprise Strategic 
Design 

+ Behavioural Implications of Strategy 

+ Management Information Systems 
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66"f here are two ways to speak to a 

newspaper,” the student facing 
me said. “Freely or seriously.” I chose 
the latter, and he began an empty series 
of platitudes about the political mood 
on campus at Peking University. When 
the interview was over, my mistake was 
pointed out to me. “Free” talk meant 
names would not be used. Without 
explicit reassurances, what was serious 


for him was not this interview, but the - 


trouble that might follow it. 

It has been nearly a year since stu- 
dents at this and other universities 
around China demonstrated in vt Hs 
of political reforms. The response of the 
central committee to the demonstra- 
tions was harsh. Hu Yaobang was 
forced to resign as beans secretary and 
leading party intellectuals were expell- 
ed, moves which some say violated the 
party constitution. A campaign against 
“bourgeois liberalisation” began; stu- 


dents watched conservatives score poli- 


tical points and waited. Now, with the 
apparent triumph of reformists at the. 
13th party congress, students feel 
their support of reforms has been justi- 
fied — if not the use of demonstra- 
tions. 

Students today stress that the 
January demonstrations supported gov- 
ernment policy. A few have even for- 
gotten that the demonstrations asked 
for political reforms as well as economic 
ones. No one expresses unqualified 
praise for the demonstrators. “The stu- 
dents were anxious to show their sup- 
port for political and economic reform, 

ut they were too anxious,” said one 
student. 3 

“The intent of the student demon- 
strations was to add some pressure to 
the pace of reforms. But unfortunately 


_ the demonstrations led to disorder and 
- unrest,” said another. 


Students who spoke to the REVIEW 
said that the conservative moves that 
followed the demonstrations hit them 
like a splash of cold water. “The stu- 
dents were frightened by the central 
committee’s decision, which was to 
raise an anti-bourgeois liberalisation 
struggle,” said a student. “The 
couldn’t believe that Deng [Xiaoping 
could be so hard on the students, whose 
only intention was to give impetus to the 
reforms.” 

Zhao Ziyang, whose criticism of the 
demonstrations was less strident than 
Deng’s, is enormously popular among 
students. Zhao criticised the method of 
demonstrating rather than the aims, and 
students interviewed agreed with this. 


. Several students stressed the danger of 


demonstrations getting out of hand. 
Whether the aims themselves were 
naive or not is still a matter of disagree- 
ment. 

Students who supported the dem- 
onstrations and resented the central 


> 





committee’s response could only ex- 
press their sympathy by silence, one stu- 
dent said. “Others said-it was incorrect 
to perform radical demonstrations. 
Many students began to adopt a wait- 
and-see attitude. Most intellectuals and 
reformists did so too,” he said. 

The students seem to have matured 
following the clash between ideals and 
experience, and also to have gained a 
sharper sense of themselves as intellec- 
tuals, members of a class with interests 
of its own. A student who had worked in 
the countryside glumly reflected that his 
experience there taught him democracy 


‘is not relevant to most Chinese, partly 


because political ties of any kind be- 
tween the government and the coun- 
tryside are weak. “If they heard we were 
demonstrating about food prices [ra- 
ther than democracy], they would be 
happy,” he said. “After the demonstra- 









 strations were united in their praise for 
‘the party congress.. Developments at 


the congress were encouraging to these 
students not so much for today as for 
tomorrow, as. precursors of. other 
changes. The steps towards separat- 
ing the government and the party 
guarantee more change, said one. 
Amendments to the party constitution 


` which extend the use of votes in party 
affairs also struck them as signifi- 


cant. - 
_ “Politics is becoming more trans- 


parent than before,” said one student 
- about the’ TV broadcasts during the con- 


gress. While he did not mistake form for 
substance, he was encouraged. “An 


_| example is the news conference in which 





tions most students became more realis- 
tic,” : 

Other students said that demonstrat- 
ing itself is viewed in simplistic terms by 
most Chinese as a method either to con- 
gratulate a victor or to condemn an 
enemy. They said that the use of dem- 


onstrations to make domestic political 


statements is still new to China, and that 


‘the demonstrations therefore may have 


been easily misinterpreted as being anti- 
government. 


Te students. do not by any means | 


see themselves as anti-government. 
The word itself has an ominous ring that 
conjures up the horrors of anarchy and 
chaos associated with the Cultural Rev- 
olution. If students seem placid about 


restrictions on debate and publication, 


perhaps it is only because they dread 
disunity as much as the leadership. ` 
It is therefore not a surprise that stu- 


dents who disagreed about the demon- 


PS ea O Ea aa ee A Se BO IMIR Ie EN RL RR 


‘ing is not pro 
strate again all the same. “We need. 


the five members of the standing com- 
mittee appeared. That was a symbol of 
openness,” he said. “Chinese enjoy 


_ making symbols,” he added. 


Students say they do not know 
enough about the new politburo mem- 
bers to say much about them. Hu Qili is 
liked because he is identified with Zhao. 
Yao Yilin is liked because he is an 
economist. Students expressed reserva- 
tions about Yao and Li Peng for favour- 


‘ing Soviet-style planning, though still 
f slate Li as the only candidate with the 
experience and background to serve as 


premier. 

“Generally, we know little about 
what leaders do and what attitudes they 
adopt towards reform,” said one stu- 
dent philosophically. “For a few lead- 
ers, we can judge and analyse their posi- 
tions by reading their speeches or from 
their performances on some occasions 
such as their attitude towards the stu- 
dent demonstrations or the concerns 
they express in the newspaper. For the 
rest, we have no access.” 

Although most students interviewed 
could be described as apologists for the 
demonstrations and optimists where 
progress towards reform is concerned, a 
few point out they still have no way, 
other than demonstrating, of expressing 
their opinions. Therefore, said one, 
even though the method of demonstrat- 
r they might demon- 


freedom of speech and freedom of pub- 


lication,” hẹ said. “But these will take a- 
longtime.” - | — Jenny Walden _ 
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A superior product. Excellent 
creative. And a substantial budget. 
As an advertiser, what more could 
you ask for? 

Except, perhaps, some 
reassurance that the foundation of 
your strategy is not built on sand. 

Constructing a media strategy 
is in many ways like building a 
modern office tower. Both stand 
or fall on the quality of their 
foundations. 

Without this one simple 
assurance, all your efforts are 
wasted building castles in the air. 

In Asia only one publication 
guarantees you the solid bedrock 
you need; The Far Eastern 
Economic Review. 

Quite simply the Review is 
unique. As Asia’s most highly 
regarded publication, the Review 
is read by the greatest single 
concentration of the regions’ most 
influential people. 

Week after week it commands 
their attention and helps guide 
their decisions. 

If this audience matters to your 
business, the Review is, without 
doubt, the solid foundation 
you need. 

That's the kind of strength you 
can build on. 
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During the past year, 57 advertisers of 
Construction and Heavy Industries invested in 
265 pages of advertising with The Review. 














oving in the Same Direction 


Lucky-Goldstar is a U$12-billion 
group of 26 Korean companies 
working in chemistry, electronics, 
and services. 

Today, Lucky-Goldstar products 
and services ranging from engineer- 

ing plastics, home appliances and 
fiberoptic communication systems 





to construction, finance and trade are 
helping to create a better quality of 
life both at home and abroad. 

But these accomplishments 
aren’t ours alone. 

Through successful partner- 
ships with companies like AI&T, 
Hitachi, Siemens, and Caltex, we've 
developed a leading edge in some of 


today’s most important business 
fields Through technical exchanges 
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‘Jt can hardly have come as a surprise 
| Eto ruling Democratic Justice Party 
| (DJP) candidate Roh Tae Woo that his 
role in the December 1979 coup should 
come back to haunt him. But it is obvi- 
ous the general-turned-politician and 
| his advisers were not prepared for 
| another skeleton, produced by the op- 
_ position with a triumphant flourish from 
its closet as South Korea’s presidential 
campaign gathered momentum. 

Bh at turned out to be former mar- 
| tial-law commander and army chief-of- 
| staff Gen. Chung Sung Hwa, 61, whose 
| emergence as standing adviser to the 
| Reunification Democratic Party (RDP) 
| shocked the DJP and injected new heat 
into a renewed debate about the cir- 
tances which propelled President 
| Chun Doo Hwan to power following the 

_ 26 October 1979 assassination of then 
| president Park Chung Hee. 
= Chung had spent seven years in poli- 
tical oblivion after serving only three 
| months of a seven-year sentence for al- 
| legedly failing to take action against 
| Park’s assassin, KCIA chief Kim Jae 
| Kyu, who shot the president at a Blue 
| House dining table and then pumped a 
- second bullet into his head at point 

blank range. 
| Statements by Chung that the De- 
cember 1979 incident was a premedi- 
tated power play, carried out by what he 

d “politically motivated generals,” 
w harsh criticism from the DJP, 
which continues to maintain that as long 
| as Chung was allowed to remain in his 
_ post it would have been impossible to 
- conduct a fair and thorough investiga- 
- tion into Park’s death. 

_ At no point was there any suggestion 
| that Chung had prior knowledge of the 

_ assassination plot. But both he and four 
| other senior officers — 3rd Army com- 
_mander Gen. Yi Kon Yong, ial 
| Forces commander Lieut-Gen. Chong 
_ Pyong Chu, Joint Chiefs of Staff direc- 
| tor Gen. Mun Hong Ku and Capital 
| Garrison Command chief Lieut-Gen. 
| Chang Tae Wan — were shown to be 
| close associates of Kim Jae Kyu. 
| Chung was taken into custody fol- 
| lowing a brief gunbattle at his official 
| residence. According to 
the DJP version, when 
_ Gen. Chang Tae Wan or- 
| dered the detention of 
_ Chun, Roh and a group 
| of other younger gener- 
| als gathered at a Seoul 
| base, calls for help went 
| out to Roh’s 9th Divi- 
| sion, the Ist Airborne 
1 pas ge and a Ist Corps 
| tank unit, which then 
| moved into the capital 
| and secured key installa- 

tions. i 
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| A skeleton with stars 


The RDP gets support from a general with a story to tell on Roh 


The DJP’s defence of 
Roh was not without its 
uirks. A day after 
ung’s statement, the 
chairman of the DJP’s 
national policy evalua- 
tion committee, Yoo 
Hak Seong, called a 
press conference and 
claimed that as assistant 
defence minister at the 
time, and therefore the 
superior officer present 
at the base, he had given 
the orders for the mobili- 
sation of the 9th Divi- 
sion. 

At a later meeting with senior South 
Korean reporters, however, Roh ac- 
cepted full responsibility for moving a 
reserve regiment of the division, which 
was then occupying positions along the 
Han River estuary facing North Korea. 
According to independent sources, the 
division’s two other regiments remained 
in position — an argument Roh has used 
to deflect criticism that his act opened a 
dangerous gap in the country’s frontline 
defences. 

Yoo, 60, the director of the Agency 
for National Serky Pn ANSP. 
formerly the KCIA) between 1980 and 
1982, called the incident “a simple, un- 
fortunate accident” and a Chung 
of being an opportunist who “should 
have assumed due responsibility and 
committed suicide by cutting his belly.” 
In essence, however, most analysts ap- 
pear to accept the coup for what it ap- 
peared to be — a struggle between com- 
peting military factions. 

The DJP had an unlikely ally in 
Peace and Democracy Party (PDP) can- 
didate Kim Dae Jung. In a scathing at- 
tack on Chung’s a rance in RDP 
ranks, he claimed that before his 1979 
downfall, the general had described him 
(Kim Dae Jung) as ideologically dubi- 
ous, Kim Young Sam as incompetent 
and Kim Jong Pil, another presidential 
candidate, as corrupt. 

The former chief-of-staff is the sec- 
ond disaffected field-grade officer to 
join the RDP. The other is Maj.-Gen. 
Cha Hung Yul, a Ko- 
rean Military Academy 
graduate and former di- 
vision commander who 
was forced to resign his 
commission in June over 
what opponents claim 
were irregularities dur- 
ing his previous as- 
opman at Taegu’s 

ird Military Academy. 
A number of Cha’s 
classmates continue to 
hold divisional com- 
mands. : 






Jung, but his repeat 
military rule in the past few weeks are 
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Kim Young; Sam may be more ac- 
to 
calls for an end to 


known to have irritated 
7 the military establish- 

a | ment. Retired officers 
say any general who 
joins the opposition is 
automaticall alienat- 
ed from the military 
mainstream — and has 
problems of adjustment 
as well. As one put it: 
“They won't find any 
genuine friends in the 
opposition. The few who 
have joined in the past 
have all left after two or 
three years.” 

From Kim Young 
Sam’s viewpoint, the 
1979 incident is a much safer campaign 
issue than the narrower and more emo- 
tive debate surrounding the bloody, 
anti-government 1980 Kwangju upris- 
ing five months later — even if he does 
package the two events neatly together 

y maintaining that one was a conse- 
uence of the other. For a start, 
wangju is more synonymous with Kim 
Dae eg © who initially was sentenced 
to death for allegedly inciting the upris- 


ing. 

While this in itself may be enough to 
dissuade Kim Young Sam, there are 
also other factors. Roh’s part in 
Kwangju is hardly as well documented 
as is the role his troops played in Chun’s 
putsch. More important, the coup 

ints a doubting finger at the DJP 

der’s true commitment to demo- 
cracy, labelling him as one of Chun’s ex- 
clusive club of classmates who subjected 
South Korea to a further seven years of 
authoritarian rule when there was a 
popular move towards truly representa- 
tive government. 

Perhaps pees: ition 
leaders have not been slow to home in 
on the lack of progress made so far to- 
wards fulfilling the promise of Roh’s 29 
June democratisation package. Kim 
Dae Jung laid it firmly on the line when 
he told his party’s 12 November conven- 
tion that Roh’s statement had two as- 
pects — capitulation and deception. 
“He capitulated to the people’s power 
and determination, and accepted their 
demands, but the other aspect was 
the disguised concessions by which 
he attempted to turn defeat into vic- 
tory,” he said. “By retreating one 
step, he prepared to advance two 
steps.” 

For those suspicious of the govern- 
ment’s motives, it is a compelling argu- 
ment. Easily the most disquieting fea- 
ture of the post-29 June period has been 
the arrest of more than 350 people on 
politically related charges — a number 
almost equal to the 357 detainees re- 
leased on 10 July as part of Roh’s con- 
cessions. — John McBeth 
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sition parties have managed to extract a 
small concession this time by getting the 
military to agree to establish actual poll- 
ing stations on bases rather than simply 


arranging an informal collection of bal- | 


lot papers, it goes no further than that. 

The polling stations themselves will 
be manned by military officers, not offi- 
cials working under CEMC supervision, 
and outside observers will not be per- 
mitted into the camps to view. voting 
procedures and ensure that soldiers 
have a free choice of a candidate. 

The only servicemen permitted to 
cast their ballots in the normal way will 


be officers who live off-base in their | 


home constituencies, a.small-fraction of 
one of the world’s biggest standing 
armies. Kim Young Sam adopts an out- 


wardly pragmatic approach to the mili- 


tary vote. “It’s not the best method,” he 
told correspondents recently, “but the 
military is being awakened to the [cur- 
rent political] situation and so are the 
bureaucrats . . . As time goes on, we will 
see a more objective approach to voting.” 

Bong Kyu Kim said that ‘voting 
papers will be posted to individual sol- 
diers, sailors and airmen from the areas 
where they are registered and that the 
voting itself will take place several days 
before election day to allow time for 
their return. The same procedure will 
apply to convicts, hospital patients and 
travellers, and to the estimated 160,000 
construction workers, diplomats and 
other South Koreans overseas who 
qualify as absentee voters. 

Another important issue over the 
conduct of the election has been the 
question of observer teams. Under the 
revised law, candidates will be permit- 
ted to send eight observers to each of 
the 245 official counting places and four 
observers: into each individual polling 
station, where they will have the author- 
ity to complain about any alleged ir- 
regularity. 


Ruling-party officials continue to | 


question the legal standing of the Na- 


tional Coalition for Democracy (NCD), | 


formerly known as the National Coali- 
tion for a Democratic Constitution, 
which wants to act as an independent 
watchdog body on polling day. An um- 
brella organisation comprising religious 
and other dissident groups, the NCD 
played a major coordinating role in the 
June street protests that led to the gov- 
ernment backing down and agreeing to 
direct presidential elections. 

DJP sources contend that the elec- 
tion law does not allow for an indepen- 
dent watchdog group, a position’ also 
taken.by Minister of State for Political 
Affairs Lee Jong Ryool: The CEMC, 
for its part, says it has no power to en- 
dorse the NCD. But it does say indi- 
viduals in the group can perform their 
avowed function as:long as they heed 
the regulations laid down in the election 


law and have the recommendation of | 


‘either a candidate or a party. 
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Faithful to the traditional art of watchma- 
king, each watch is still assembled, pol- 
ished and finished by hand by the indivi 
dual watchmaker. 










In-all, only four ladies’ watches and six 
“men's watches, each individually signed 
and numbered, leave our workshops at 
the end of the day. i 
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“The AST Premium /286° 
Rates As What May BeThe 
Best Designed And Built 








AT Compatible On 
The Market Today” 


Recently, PC Magazine awarded 
the AST Premium/286™ with 
their Editor’s Choice Award 
for its “winning price/per- 
formance combination? 

We weren't surprised. 

When we designed the 
Premium/286, we built in uncom- 
promising compatibility, speed and 
power. But, that’s not all. We also 
built in a commitment to quality. The 
same quality that has been the 
trademark of our complete line of 
exceptional enhancement and 
communications products. 

And, even though we weren't 
surprised at PC Magazine's award, we 
do consider it an honor. After all, the 
AST Premium/286 had only been in 
volume shipment for 10 months. 

So, when it comes time for you 
to make a decision about buying a 
personal computer, you might want 
to remember what PC Magazine had 
to say about the Premium/286. 

“The Premium/286 is without a 


—PC Magazine, April 28, 1987 















doubt the best-looking and best- 
performing system with a 10-MHz 
rating. Its quality makes its price a 
bargain.” 

“The most elegant variation on 
the basic AT chassis...the machine 
should complement any office, 
including the CEO's.” 

“Workmanship is clearly top- 
notch.” 

“The AST Premium/286 uses a 
unique memory configuration to gain 
top honors in RAM access time.” 

“Overall, the AST Premium/286 
rates as what may be the best- 
designed and built AT compatible on 
the market today. Others may come 
only faster, not better.” 


AST Research (FE) Lid. (Marketing & Support Division) 


Room 2903, Citicorp Centre, 18 Whitfield Road, Causeway Bay, Hong Kong. Tel: 5-717223 


Authorized Distributors: 
813-230-0329 


Dancom Co. Ltd. Tel: 2534771 
Lid. Tel: 5-283303 PC Plus Tel: 5-293050 


indonesia: P.T. SiStech Kharisma Tel: 351037 
Malaysia: Pericomp SiStech Sdn Bhd Tel: 03-7199339 
Singapore: SiS Technologies Pte. Lid. Tel: 2259898 Taiwan: Suridemark Int'l Lid. Tel: 2-717-4518/0 Thailand: SiS 
Authorized Dealers (Hong Kong): 


Data Systems Tel: 5-297266 


Telex: 48532 ASTFE HX 


Japan: John Swire & Sons (Japan) Ltd. Tel: 
Philippines: ASTECH Tel: 489161 /498275 
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The Wberoi, Bombay. E You Could 
When everything has to be just right Gather 


It Yourself 


The Recognized Authority 

Now in its 24th year the CHINA TRADE 
REPORT which is published monthly by 
the Far Eastern Economic Review has 
long been recognized by leading. busi- 
ness executives throughout the world as 
the most authoritative newsletter of its 
kind. 


CHINA TRADE REPORT 
Provides A Broad Range 

Of information 

Covering subjects which range from 
foreign investment to fashion, electronics, 
telecommunication, engineering, contract 
negotiations and to literally dozens of 
others the CHINA TRADE REPORT is 
essential reading for anyone doing, or 
wishing to do, business with China. 


You Could Gather It Yourself 

You probably could get the same informa- 
tion on your own but in order to locate 
what is contained in each and every 16 
foolscap page issue of CHINA TRADE 
REPORT you'd have to read hundreds of 
publications, not to mention have your 
own network of people reporting from all 
the important zones in China, 
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COPYRIGHT 
REPRINTS 


The combined efforts of the Far Eastern Economic Review’s 
large and highly skilled editorial team have made it the pre- 
mier source of information for those who do business, or 
have an interest, in or with Asia. 





Why not subscribe now and discover 
for yourself how the CHINA TRADE 
REPORT can help eliminate the mystery 
and much of the risk in doing business 
with China. 
















Handsome Dividends 

Start benefiting immediately from the 
information-packed CHINA TRADE 
REPORT by subscribing now. A small 
investment today may pay handsome 
dividends later in saved time, energy and 
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Post this coupon today! 
As a testimony to the publication’s editorial quality, many | Circulation Manager, p? y 
Review articles have, over the years, been reprinted in Review Publishing Company Limited, 
newspapers, magazines, educational textbooks, newsletters | Boake ER 






etc throughout the world. 


| Please enter my one year subscription 
(12 issues) for the CHINA TRADE REPORT. 
| l enclose a cheque/money order of 
made out to the Review Publishing 
| Company Limited. Or, please charge my 






Should you as an editor, publisher or on behalf of an organi- 
sation, educational establishment etc wish to enquire about 






































our reprint and copyright charges, please address your cor- credit card (tick one): 

respondence to: | American Express O Diners Club (0 
MasterCard J Visa O 

Valerie McGavin (Please print in block letters} 

Research/Promotions Manager | Card No: 

Reprint Division Exp. Date: 

Far Eastern Economic Review Signature: 

GPO Box 160 | Name: 

Hong Kong | Address: 









Tel: 5-293123 Fax: 5-8656197 Telex: 82804 REVMD HX 


We welcome enquiries from all interested parties and as- 
sure you of our prompt, individual attention. 















| Annual subscription rates: HK$2,575 US$330 
[Sent airmail anywhere in the world. 






be R1126CTR4M 





| 
| 
| 
| 
l 
| 
| 
| 
| 
| 























min a aao aab m anit sana an N mm mem sane aa 










[TAKE-TOMEBO (Bambo dragont 


A propeiler-shaped piece of ba 
fastened to a stick and launched 
by twirling between the hands. 





Bring a boy, a knife and a piece of bamboo together. The pleasure in creating a “TAKE-TOMBO” The first step n 
learning a practical skill. : 
‘Over 90 years of technological innovation have placed NIPPON STEEL CORPORATION in the position of leader- 
ship in the steel industry. And the experience and technical resources amassed along the way have opened up new. 
areas of iit . extending our capabilities far beyond the making of steel. Get to know us better... for- 
‘steel is only half our name. = 


tradition... 


of learning and creating 









“My Rolex is more than just a watch, 
it makes me feel dressed? 


In everything that she does, 
Dame Kiri Te Kanawa combines 
a remarkable liveliness and 
spontaneity with an absolute 
obsession with perfection. She 
delights in Strauss and Mozart 
“because the women in their 
operas are contradictory; warm 
and cool at the same time.’ 
Two of her favourite roles, for 
example, are the sad young 
Countess in ‘Le Nozze di Figaro 
and the frenzied, passionate 
Donna Elvirain‘Don Giovanni. 


When she decided to sing 
the Feldmarschallin in ‘Der 
Rosenkavalier’, Kiri said it was 
“because the character appeals 
to me. She has understanding 
and maturity and when she 
lets her lover go, you feel it's 
not completely the end of the 
world for her. I'm sure I will 
have to sing the Marschallin 
100 times before I fully under- 
stand the depth of the character’ 

Her famous voice (“Pertect” 
said Sir Colin Davis of the 


Royal Opera House, Covent 
Garden), is in such worldwide 
demand that she is booked up 
for years to come. Will her voice 
stand the strain? Kiri says, 
“What you have to remember 
is to give quality, not quantity.’ 
For many years, Rolex has 
shared that same obsession. 
“My Rolex,” says Kiri, “is more 
than just a watch, it also makes 
me feel dressed. It W 
has been a friend ROLEX 


fora long time. 
of Geneva 





THE ROLEX LADY DATEJUST CHRONOMETER IN I8CT. GOLD WITH PRESIDENT BRACELET BEZEL AND DIAL SET WITH DIAMONDS. 


ALSO AVAILABLE IN I8CT WHITE GOLD. 











‘MALAYSIA: 


Appeal to the Courts 


FOCUS/ASIAN INVESTMENT OVERSEAS: 


Japan’s Soaring Assets 


JAPANESE COMPANIES: 


Quest for an Identity 
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We're talking Euro-yen capital market activities. And we're talking business 
in Japan. In fact, we're multilingual, capable of talking many of the languages 
you speak, like currency and interest swap transactions. We're also quite 
fluent at making order-made financial plans for you. 

These talents grow out of over $285 billion in assets, making DKB the 
strongest funding base in Japan. We offer services that are worldwide, 
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| Immature whine 


-There is a certain irony inherent in 
|-Robert-Manning’s report on how the 
| “Four Dragons” are whining to Wash- 
- ington. about the possible loss-of their 
generalised system of preferences bene- 
¿fits [REVIEW 19 Nov land your COVER 
STORY in the same issue on South 
1 Korea’s Goldstar, Into The World 
League. Rather like the new wage- 
earner who is still trying to get away 
with using his student card for discounts 
at the movie theatre and will not face up 
to paying his own way. All in all, they 
are simply unwilling to grow up. 
Tokyo Dale Bay 








Banking practices 


I read with considerable amusement the 

, attempt by A. H. S. MacLeod of Nepal 
Grindlays Bank [LETTERS, 12 Nov.] to 
criticise the excellent and factual article 
by Lincoln Kaye on banking in Nepal 
[REVIEW, 29 Oct.]. 

MacLeod’s concern seems justifiable 
in a situation where silence could be in- 
terpreted as agreement; a very danger- 
ous situation when institutions survive 
and individuals remain free only at the 
whim and fancy of one man. 

MacLeod should check the repay- 

















ment records of borrowers from Nepal’s 
so-called development banks (available 
in reports of multilateral agencies such 
as the Asian Development Bank) which 
provided lines of credit. 

Or could it be that the lending 


| policies of foreign banks in Nepal are 


akin to the past era of profligate com- 
mercial bank lending to developing 
countries, their government corpora- 
tions and their rulers? 


Manila ‘Ram’ 


Strained consensus 


Malaysia’s delicate racial situation is 
well known but there have been signs 
that the so-called “tolerance and con- 
sensus” Malaysians have practised since 
independence has had its day. 

The recent issues of downgrading 
ethnic language schools; the con- 
troversy surrounding the use of the na- 
tional language (Bahasa Malaysia) as 
the medium of instruction in elective 
units taught at a local university; the act- 
ing head of Umno Youth's outburst in 
the local press that the Malays are, in ef- 
fect, fed up with their rightful sover- 
eignty as rulers being constantly ques- 
tioned, all point towards an already 
strained racial balance being made even 
more tense. 



























In a front-page spleen-venting act 
(New Straits Times, 18 Aug.), Datuk 
Seri Najib Tun Razak, acting as the head 
of Umno’s Youth wing, said the organi- 
sation “will take a more aggressive | 
stance against quarters who ‘hurt’ the 
feelings of the Malays by making un- 
reasonable demands,” and those found 
guilty of doing so “can be prosecuted 
under the Sedition Act.” 

It is interesting to note that the previ- 
ous day's edition of the same newspaper 
quoted Education Minister Anwar Ibra- 
him as saying that issues such as Bahasa 
Malaysia being the official language, 
should not be construed as a racial mat- 
ter. 

In a democratic and multi-racial so- 
ciety like Malaysia, matters pertaining 
to race and religion are understandably 
sensitive. However, as we approach the — 
21st century, wouldn’t it be great if we, 
as Malaysians, pool our resources to-~ 
gether and work towards a one-nation, 
one-voice state? 

The Malays are blessed with a strong 
and unified organisation which cham- 
pions their cause. But, when that cause” | 
begins to have racial and religious impli- 
cations, consideration must be given to 
others who are deemed non-bumipu- 
tras. i ; 

The Malay culture is as rich as any 











“Where did you find 
time to buy all those 


presents?” 
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The Reliable Airline KLIM 
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No time to shop for presents? 
No problem. Because KLM offers a 
wider selection of luxury articles than 
any other airline. Right at your seat, All 
at highly competitive, duty-free prices. 

Just present any major credit | 
card to secure the best buys in the sky. 
Everything from perfume to pearls. 
From watches to wallets. From radios 
to wraps. 

Perfect for a gift to a business 
associate. Or for that special person at 
home. So forget that last minute rush. 
And shop in the comfort of your seat. 
Test us, try us, fly us. 


ogee 
SERE 


Royal Dutch Airi 





OF MATCHED AND GRAINED HIDE, FINISHED BY HAND. 
THE PERFECT TRAVELLING COMPANION BY DUNHILL. 


Everything that carries the Dunhill name has to be the ec st of its kind. It has to have a lasting 
beauty and be both useful and dependable. To this end the skills of the finest craftsmen are used to work the 
most supple of leathers, the finest sill or blend rare spices. Dunhill has become a hallmark not just 
of inherent British values but of quality the world over. 








‘The Cambridge Traveller By Dunhill. This is from a range of luggage that has been crafted from 
individual pieces of distinctively grained hide. These have been matched perfectly and finished by hand and the locks 
are of gunmetal finish. In all a beautiful, practical and lasting travelling companion. 











_ Visit Dunhill in London at Duke Street, St. James's, Burlington Arcade 
and at Harrods, Selfridges and Harvey Nichols. 
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because “it is not for the 
s to question the system 
operating in any country.” 
I do not know who was supposed to 
“have given this rationale for not discuss- 
| ing the matter. What was said at the 
conference was that it was not the ap- | 
{| propriate forum to discuss the Malay- 
: sian Government's action. 
~The conference was basically a meet- 
_| ing of newsagencies and related news 
| organisations of Asean and their end- 
| users under the aegis of the Asean com- 
| mittee on. culture and information to 
_ discuss means of improving cooperation 
cand understanding among the media of 
_ Asean. And conforming to the spirit of 
Asean solidarity it was thus felt that the 





|- forum to. criticise another . member 
| country.. But nobody said anything 
about newspapers not being allowed 
| to question the system operating in 
| another country. 
‘Kuala Lumpur 


Emergency answers 
: Regarding John Arden’s letter [15 Oct.] 
on details of the Malayan Emergency, | 
‘think I have the answers to two > of his 
queries. - 
In addition to whatever instructions 
“or directives Moscow could:convey to 
the Malayan Communist Party (MCP) 
through the international communist 
mferences held in Prague and Calcutta 
towards the end of 1947,.1 am of the 
- Opinion that the situation of the MCP it- 
self provided the strongest reason for its 
embarkation on the road of violence. 
Secretary-general Loi Tek “ab- 
sconded” with party funds in early | 
» 1948. The MCP cadres who set up and | 
operated the hundreds of communist 
front organisations, like the women’s 
union, were quietly deserting their posts 
in order to look for employment to sup- 
port themselves because they were 


Ahmad Rejal Arbee 















sequently, these front organisations 
were rapidly breaking up and disap- 
pearing. 

The Malayan People’s Anti-Japan- 
ese Union (MPAJA), which controlied 
he front organisations, virtually col- 
psed-after the conviction of its top 
“deader, Soong Kwong, for extortion. 
‘The only thing left to provide financial 

d manpower support for the MCP | 
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| conference..was not. the. appropriate, 


rather poorly paid by the party. Con-. 











leader,... secretary-ge: 


mittee of corruption and 


bour unions to. engage in indus- 
s and violent demonstra- 


tions agai st the government, without | 


giving them some of their own funds for 


| the-pur 
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| Committee. 


lapse and desperate measures were 


further deserting. in addition, with the 
“abscondment” of secretary-general 
Loi Tek, who had insisted upon the 


party taking to the “semi-open, semi- 


legal peaceful struggle,” the young 


i militants headed by Chin Peng took 


over, while the hawks in the middle and 
lower ranks could no longer be re- 


strained from taking matters into their. 


own hands to show their disgust at the 
“capitalist and effete policy” of Loi 
Tek. 

Consequently, acts of violence 
began to take place with attacks on rub- 
ber estates during which the British es- 
tate managers were killed. The govern- 
ment reacted by proclaiming the state 
of emergency and arresting members of 


the MCP, MPAJA andthe various com- | 


munist front organisations, including 
the so-called labour unions, as well as 
their supporters and. sympathisers, 
who ran to. the jungle to seek -re- 
fuge with the Malayan People’s Anti- 
British Army, as it was known at that 
time. 

On 1 February 1949 it was renam- 
ed the: Malayan National Liberation 
Army. There has never been any so- 
called’ Malayan Racial: 


wrong translation of the term min chu 
which is correctly translated as “racial” 
in normal usage, but as “national” in 
Chinese communist usage. - 


tory Parade in London in 1946, I was 


door rally held on the premises of the 
MPAJA Ex-Comrades. Association at 
Peel Road, Kuala Lumpur, to welcome 
| the return of the MPAJA continge 
| from the: Victory Parade, The bui 





now if serves as a.police station. T hav: 
also checked the passenger 
ship which took them to London, and 


Chin Peng’s name was not on it, The 


MPAJA contingent was led by Liew 
Yau, the third member of the three- | 
man MCP-MPAJA Central Military | 


! Tek. 
In fact, I was asked by a senior 
MPAJA commander to accompany the 






In. short: the MCP was facing col- | 


| 
i 
i 
| 
| 
i 
needed tò- keep the comrades, from | 
lims by pretending to be Muslims. 
| 
| 
| 
| 
| 
| 


Liberation. 
Army.. This term came about from the 


Chin Peng never attended the Vic- | 


personally introduced to him at.an in- | 


One of the other two | 
| members was secretary-general Loi | 


'P central com- 
swallowing || 
all the PMFTU funds.to support their | 

luxurious lifestyle while ordering the so- | 















fs of Isla 

1€ last prophet- 
hood of Hazrat Muhammad. But the 
Ahmadis in Pakistan try to exploit Mus: 





and have 3 no >, 







There are many other minorities, such 
as Christians, who are not harassed as 
they propagate their own religion and’ 
do not appear in the guise of Muslims.. 
If Ahmadis declare themselves as 
non-Muslims. they are at liberty under 
law as well asunder social norms to wor 
ship as they wish. But how can they be | 
| alowed to worship as disguised Mus 
lims.in a Muslim country? 
Muhammad Akhte! 



















































| Lahore, Pakistan 


Wrong names — 


In reference to your coverage of the 
13th national congress of the Com- 
| munist Party of China [COVER STORY 
12 Nov. ], there are three mistakes in the 
transliteration of names in the Key. 
| party leaders diagram: Yan, Minfu 
(eecrclariat), Xiao Hongda (discip 
| nary inspection commission) and: Din 
| Guangen (political bureau. alterr 
pare 


‘Apart from the < 
your coverage was app 
| Watchers tend to be pe 





was later seized’ by the government and 





| lahs who tave fore some of our ultra- 
ularists become scapegoats and whi 
ping boys. 
h 










Imran is a-national sports hero who 

as hitherto enjoyed support and loye 
| from all and sundry, irrespective of poli 
tical or religious leanings. 
een England S. Faiyazuddin Ahmad 








a a complete branch automation system 

-covering front and back office, 
designed to adapt to your own 

: products, services and unique 

ocedures, now and into the future, 

FSA provides highly efficient 

: teller stations, and it is also a powerful 


es tool for your staff to present 





ean work with the customer's own 


customers with differ 


ts and options on-screen, 
before their eyes. 


Data transfer between central 


information sources means your staff 


financial details to provide clear and 


| Peasoned suggestions in helping the 


customer manage his finances. 

Unisys. FSA works on B25 family 
of computers with their unique 
in-built networking capabilities to 
offer the modularity and flexibility 
you need to work with the growing 
range of products and services 
offered to your customers. 

With other banking solutions; . 


position u to saby: a range of ready: 
























“made systems to the financial 


marketplace. And with our Fourth 


` Generation Language tools, LINC and 


MAPPER, tailoring applications on 


our renowned Unisys computers is 
fast and efficient. 


“In today’s competitive banking 
environment, systems designed for 
customer satisfaction can give you the 
leading edge. 

Unisys and banking. 
The power of *. 


Unisys is helping banks 
reach higher — 
levels of 





customer 








‘Japan’s trade union movement takes 
_| a step towards unification as 5.5 mil- 

- tion unionists become members of a 
‘newly formed private sector umbrella 


organisation. . 
12 


-| China names Li Peng as acting pre- 
-./mier to succeed Zhao Ziyang as head 


S -of government. 


21 and 28 


"| “The Soviet-backed World Federation 








of Trade Unions is alleged to be step- 
ping up activities in Thailand. Mean- 


“while, supreme „commander Gen. 


Chaovalit has moved to limit damage 
from an arms-dealing scandal. 


22 


President Suharto ‘confirms that he 


will attend the Manila Asean. summit 
in December. Meanwhile, Indonesia 


-| has putits stamp on the shape of the 
; summit’ sagenda. © 








There is anxiety that if Roh Tae Woo 
wins the South Korean election by a 
narrow margin, the legitimacy of his 
rule may be questioned by the people. 


Page 36 

North Korea indicates a willingness to 
be flexible in its relations with the 
South and the rest of the world. 


Page 50 
New Zealand moves towards a work- | 


ing relationship with the military gov- 
ernment in Suva, following a visit by 
rij Foreign Minister Bole. 























As 1987 draws to a close, FOCUS looks 
at where Asians are putting their 
money, inside and outside the region, 
and why 


Page 94 

Washington tells Asia’s four NICs to 
revalue their currencies or face the 
protectionis: wrath of Congress, in its 
first detailed public criticism of their 
economic policies. 


Page 95 

South Korea's ruling Democratic Jus- 
tice Party presidential candidate Roh 
Tae Woo tries to distance himself 


from the low-wage policies of the’ 


Chun administration. 


Page 96 

Trade tensions between Seoul and 
the EC mount as Brussels launches a 
series of anti-dumping probes and re- 
stricts existing import quotas. 


98 


. Page 
Bangkok approves a merger between 


state-owned Thai International Air- 
ways and the domestic airline in a bid 


' to rationalise services. 


Page 117 
Sri Lanka said the Tamil conflict had 


sharply reduced economic growth 
prospects, but announced civil-ser- 
vice pay rises and tax cuts in its latest 


budget. 


Page 118 

The ccrporate-identity craze sweep- 
ing Japanese businesses is resulting 
in improved sales and a boost in staff 
calibre and morale. 


Page 121 i 
Australia and New Zealand are speed- 
Jng up discussions on plans for the 
| further integration of their economies 
=| despite some political differences. 
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law in Malaysia 


Extensive amendments to Ma- 
laysia’s already tough press 
laws promise to remove what- 
ever vestiges of freedom of in- 
formation remain in the coun- 
try. On 20 November, the gov- 
ernment tabled a bill allowing 
the home minister absolute 
discretion to prohibit the pub- 
lishing or importation of any 
publication “likely to alarm 
public opinion” — in addition 
to the present considerations 
about security, morality and 
national interests. 

Under the amended law, 
Sro who has “maliciously 
pu lished any false news” may 
punished with up to three 
years’ jail or a fine of M$20,000 
(US$8,000) or both. The bill 
defines malice as lack of evi- 
dence to prove that a writer, 
editor or publisher took “rea- 
sonable measures to verify the 
truth of the news” before publi- 
cation. 

The bill also requires publi- 
cations printed in Malaysia or 
Singapore to seek a fresh li- 
cence each year, instead of the 
present practice of applying for 
renewals to existing licences. 
The home minister’s decision 
in this regard cannot be chal- 
lenged in court and applicants 
will not be given a hearing. 

The amendments are due 
for second reading on 2 De- 
cember and will almost cer- 
tainly be passed. 


More student unrest has occur- 
red in Burma and all univer- 
sities and colleges are to be 
closed “indefinitely,” say Bur- 
mese sources in Bangkok. A 
demonstration reported to 
have taken place at the Ran- 
goon Institute of Technology 
was broken up by the police. 
The students have been told 
that schools will not open for 
another term once the current 
exams are over in December, 
the sources said. All schools 
were closed after student riots 
in early September. 

— Bertil Lintner 


Bangladeshi 
keeps up the heat 

The anti-government agitation 
in Bangladesh staged by the 
three mainline opposition al- 
liances and the rightwing 


10 


Jamaat-e-Islami to force Presi- 
dent H. M. Ershad to resign 
has reached a stalemate. Their 
action is costing the coun 
nearly US$50 million daily, 
and in the past two weeks has 
been crippling the economy 
through strikes and work stop- 
pages. Exports have almost 
come to a stand-still, while im- 
ports pile up at ports. 

Meanwhile, Ershad has 
taken a harder line to curb the 
widespread and violent agita- 
tion and the crippling effects of 
the strikes. In a bid to find a 
solution, he has offered to hold 
elections to enable the opposi- 
tion alliances to seek a fresh 
mandate from the ple to 
amend the constitution. 

— S. Kamaluddin 


Vietnamese minister 
visits Jakarta 


Almost on the eve of the Asean 
summit in Manila, Vietnamese 
Deputy Prime Minister Vo 
Van Kiet led a 15-man econo- 
mic delegation to Indonesia. 
The 16-21 November visit 
underlined the strengthening of 
bilateral ties between Jakarta 
and Hanoi. Kiet’s visit was os- 


tensibly to talk about the new 
capital investment law to be ap- 
proved soon which will make it 
easier for foreign investors to 
do business in Vietnam. How- 
ever, Kiet’s meeting with Presi- 
dent Suharto, a forces chief 
Gen. Benny Murdani and For- 
eign Minister Mochtar Kusuma- 
atmadja indicates that the writ 
of his visit went beyond trade. 
Meanwhile, the fourth ses- 
sion of the joint Vietnamese- 
Indonesian working group met 
in Bali on 23 November and 
concluded its discussions 
early, apparently having 


| reached a number of agree- 


ments 2 ways of belsug the 
proposed peace talks between 
Cambodian factions. 

— Michael Vatikiotis 


BUSINESS 


Singapore arrests 34 
on trading offences 
Sin re police have arrested 
34 EA the officers of five 
companies for alleged offences 
against the republic’s Futures 
Trading Act. They are accused 
of having traded in futures con- 
tracts based on Hongkong’s 
Hang Seng stockmarket index, 
without a licence from the 
Monetary Authority of Singa- 
re (the quasi-central bank). 
olice are reported to have said 
that only firms trading on the 
Singapore International Mone- 
tary Exchange have been 
licensed to trade in financial fu- 
tures. Seaward 


piepalenen Malaysia 
Indonesia has agreed in princi- 
ple to a request from Malaysia 
to cooperate in marketing palm 
oil, natural rubber and other 
a ana i po The 
aysians pro a pact to 
help * stabilise saad apr e 
prices, using a price-setting 
mechanism similar to that of 
Opec. Jakarta, however, has 
been cautious about the idea, 
believing that prices should be 
set by the market. Malaysia has 
denied that the move is meant 


to protect its market share. 
Michael Vatikiotis 


Samsung group head 
dies at age 77 
Samsung group founder Lee 
Byung hull died at the age of 

on 19 November, throwing 
the fate of South Korea’s sec- 
ond-largest business group into 
question. Lee was one of South 
Korea’s most extraordinary en- 
trepreneurs: starting with a rice 
mill 52 years ago, he rose to be- 
come president of a group of 22 
companies with 1986 turnover 
of US$16.9 billion and net pro- 
fits of US$187 million. Break- 
ing with tradition, Lee named 
his third son, Lee Kun Hee, as 
heir-apparent. While his choice 
was confirmed at a group meet- 
ing after his death, there is 
concern in Seoul that the suc- 
cession will not be smooth. 

— Mark Clifford 


Guilty plea entered 

in Brunei bank case 
Lawyers for fellow defendants 
of Khoo Ban Hock, the son of 
the fugitive financier Khoo 
Teck Puat, have abandoned at- 
tempts to nullify the son’s 19 
November guilty plea in the 


National Bank of Brunei trial. 
The younger Khoo pleaded 
guilty to two charges of con- 
spiring to cheat and defraud 
the defunct bank. The son and 
his fellow defendants came to 
trial on 12 October on 17 
charges, including conspirin 
to cheat and defraud the ban 
of B$1.03 billion (US$507.4 
million) in loans made by the 
bank to companies owned or 
controlled by the Khoo family. 
Correspondent 


Carrian erred, 
says court 
rk Court of Appeals 
ruled on 19 November that the 
15 September acquittals of four 
of the accused in the Carrian 
fraud case were based on a 
wrong os ea of the law. 
Chief Justice Sir Denys 
Roberts said the trial judge, 
Justice Barker, had erred 
in having directed the jury to 
acquit the four based on his 
findings that they had no case 
to answer. Roberts noted that 
‘the appeal ruling did not neces- 
sarily mean that the defend- 
ants were guilty. 

—A 


Former Thai bank 

chief faces charges 

The former president of the 
Thai Government-controlled 
Krung Thai Bank (KTB) will 
face charges involving fraud 
and misuse of authority for his 
role in the near-colla of 
KTB due to massive bad loans. 
A Bangkok court has set 12 
January for the opening of pro- 
ceedings against MP Tamchai 
Kambhato, for approving 
beyond his authority large 
loans to the Cham-Am Pine- 
apple group — now in default. 
Also likely to be brought up is 
his involvement in Baht 4 bil- 
lion (US$157.2 million) loans 
to the business group of Sura 
Chansrichawla, also in default 
to KTB. andley 


New Tokyo market 
makes strong start 
Tokyo’s commercial-paper 
(CP) market began a PO 
November, with 24 Japanese 
firms selling some ¥800 billion 
(US$5.9 billion) worth of the 
short-term marketable bills. 
The largest deal was a ¥230 bil- 
lion issue by Mitsubishi Corp. 
A portion with a three-month 
maturity was sold at 3.9%, vs a 
4.3% rate on three-month cer- 
Bop ae it. Swedish 
xport Credit Corp. says it in- 
tends to sell Euroyen CPin late 
November. —Nigel Holloway 
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CURRENCY SIGNS z 
| Signs are that if the Hongkong 
Government does not succumb to US 
persuasion to revalue its currency, 
| the US will use its much touted . 
‘devotion to free markets against it. 














of trade retaliation, but a 
the US Treastry cou 
Hongkong’s US doll 

flood of orders to bu 
dollars. It is too soon for 


K 1S 

hat the US would 
rom such measures should 
Hor kong persist in what 
Washington sees as selfish and 
recalcitrant behaviour. Meanwhile, 
in. Hongkong the main obstacle to 
revaluation may be that no one, 
| including the governor, is decisive 
enough to do it without prompting. It 
may need to be ordained by London 

and blessed by Pe oes 









































-communist factions of the anti- 
Vietnamese Cambodian resistance by 
early 50% to US$5 million in 1988. 
| The aid— worth US$3.5 million 
‘annually in 1986 and 1987 — is used 
sl aa food, training of public 
officials, public administration 
assistance and education for the 
Khmer People’s National Liberation 
| Front and the National Sihanoukist 
| Army. The third faction in the 








| coalition government of Democratic 


| Kampuchea, the communist Khmer 
| Rouge, is excluded. The three 













resistance factions have more than 
"250,000 civilians sheltered in refugee 
camps in Thailand under their 
control. -> 


HIRED GUNS 


Former officers in the British army’s 


elite Special Air Services (SAS) have | 


been visiting the Philippines in recent. 
months, lured by hopes of contracts 
to provide security to important 
government and corporate 
personages. The most prominent. _ 
would-be contractors with ex-SAS 
officers include Kini Mini Services, 
Defence Services (with expertise in 
airport security) and Crook & 
Sterling. Another firm with SAS 
links, Control Risk, gained prestige 
in certain Manila circles for its 
handling earlier this year of 
negotiations to release a kidnapped 
Japanese businessman. 


PERSONAL TOUCH 
aie The French 
= Communist Party 
congress opening 
-in Paris on 2 
December will set 
the international 
backdrop for the 
planned meeting 
bétween Prince 
Norodom 
Sihanouk, head . 
of the Cambodian 
resistance, and Premier Hun Sen of 
the Vietnamese-backed People’s 
Republic of Kampuchea(PRK). In 
Paris for the congress, and well- 
placed to observe the historic 
meeting, will be Soviet politburo 
member Igor Ligachev as well as 





ee 


| down a request by a visiting 











senior Chinese and Vietnamese 
officials: Sihanouk agreed to meet 
Hun Sen only after Hun Sen re-sent a 
letter to the prince signed merely 
with his name. Earlier, Sihanouk 

had refused to receive a letter 

signed “Hun Sen, PRK prime _ 
minister.” 


RICE UNDER WRAPS 
-Thailand’s giant agribusiness group, 
Charoen Pokphand, recently turned | 






























delegation of middie-ranking 
Burmese army officers to visit its © 
successful experimental rice farm 
near Bangkok. The Burmese were... 
officially told the experimental. 
projectwas notin place. But Charoen 
Pokphand officials privately 
conceded that an inspection by the 
Burmese may prove counter- 
productive. Although Burma’s rice. 
exports are substantially less than 
Thailand’s, it is ‘still regarded as a 
competitor in the world rice marki 
particularly in the long term... 


PEKING VISIT - z 
Laos’ Deputy Foreign Minister. 
Khampai Boupha is expected to visit- 
China within the next few weeks = ` 
marking the first high-level Lao visit 
to Peking since Sino-Lao relations 
deteriorated in 1978. Chinese. Vice 
Foreign Minister Liu Shuqing visited 
Vientiane last December, but other 
than agreeing to hold futher talks,- 
little progress was made in resolving: 
outstanding problems. Chinais . 
frustrated by Laos’ alliance witho 
Vietnam, while Vientiane charges 
Peking with backing Lao anti- “ 
government rebels. 












































_ In a fresh campai 
parties to force out Presiden fe 
another general strike was called (27 
At least 10 peo re woun 
police fired ön a crowd of 
opposition. supporter: 

Bangladesh during thes 

(22.Nov.). 


INDIA 
The Bhopal gas disaster case was ad- | 
journed after the government and defendant, 
Union Carbide Corp., failed to reach agree- — 
ment on a multi-million dollar compensation . 
suit (/8 Nov:). Soviet Prime Minister Nikolai 
Ryzkhov arrived. on an official visit (20 
Nov.). 
JAPAN i 
Police arrested a top leader of the Japan- 
Ss Army following a 14-year hunt (27 
ovj 


















4 bassy in Manila (24 











. MALAYSIA 


Police ordered that 11 people be freed in 


„the first release of those detained in the re- 


“cent security crackdown (20 Nov.). 


“NORTH KOREA 


North Korea opened fire at a South Ko- 
rean guard-post at the border wounding a 
southern soldier, the South Korean Defence 
Ministry said (2/7 Nov.). 


PAKISTAN 


Nusrat Bhutto, widow of executed 


“former prime minister Zulfikar Ali Bhutto, 


returned to the country after five years’ self- 
exileto attend her daughter's wedding (/8 


Nov.) in 






former: president. Fer- 
ags against President 


Corazon Aquino tside the US Em- 


| the north ( 















SOUTH KOREA . wel 

About 2,000 students marched on the 
campus of Korean University demanding. 
that government presidential candidate Roh © 
Tae Weo drop out of ‘the. race. (20 - 
Nov.).Radical students hurled firebombs at ` 
Roh as he was driving by a university:in 


Masan (23 Nov. ). 


SRI LANKA 
Tamil Tigers freed nine Indian soldiers. in. 
Í P Nov.). Indian troops began: a 
48-hour unilateral ceasefire to give Tamil gu 
rillas time to lay down their arms {2} Nov, 


TAIWAN © © gd 
A Chinese pilot defected to Taiwan ina- 
MiG19 (49 Nov.) Lee Yung-teh, one ofthe — 
































By Charles Smithin Tokyo 
J apan’s splintered trade-union move- 
ment took a stép towards unification 
































+ unionists — about half the national total 
: — became members of the newly estab- 

lished. National Federation of. Private 

Sector Trade Unions (Rengo). 

Unification, or partial unification, of 

the labour movement could have impor- 
tant consequences for national politics; 
it could lead to the transfer of control of 
the Japan Socialist Party (JSP), the 
_ largest opposition group in parliament, 
from militant Marxists to moderates 
and to a change in the party’s stance on 
such vital issues as defence, foreign po- 
licy and nuclear energy. 





union organisations — Domei, Churit- 


claim to be a national. centre compara- 


the US AFL-CIO. An important mis- 
sing element is the 2-million strong pub- 
lic-sector union block, which continues 
to belong to the General Council of 
Trade Unions of Japan (Sohyo) — origi- 
nally Japan’s largest and most powerful 
union federation. 

Sohyo’s leaders, however, have 
undertaken to merge: with Rengo’ in 
“three years’ time to form a genuinely na- 
tional labour movement with a mem- 
bership that should take in more than 
80% of organised labour. Most of the 
- private unions in Sohyo have dual mem- 
bership of both national centres, an ar- 
rangement which seems designed more 
to save Sohyo’s face and ease the transi- 


on 20. November when 5.5 million- 


"The new body, which takes. over | 
from three. competing private-sector | 


suroren and Shinsanbetsu — cannot yet | 


ble to Britain’s Trades Union Councilor | 





tor trade unions merge 


- Japanese PAAS inite. 


tion process than to weaken the bar- 
gaining position of Rengo. 

A weakness in Rengo’s own ad- 
ministrative structure is that, for the 
time being, branch networks of the 
three former private-sector unions will 


continue to function as independent en-. 


tities, not as part of the new organisa- 
tion. The decision to go for a merger at 
the national level only may have been 


unavoidable given personal. rivalries 
and vested interests at the grassroots of 
the labour movement. 

Rengo officials say that a committee 
will be formed soon to decide. whether 









local branch organisations should be 
merged. simultaneously at a predeter- 
mined date into the national organisa- 
tion or by stages as officials retire. Inte- 
gration at the regional as well as the na- 
tional level should strengthen the or- 
ganisation’s financial position, which 
may be distinctly shaky. during its. first 
two or three years. But Japan’s long-es- 
tablished system of enterprise unions 
means. that the main flow of funds will 
continue to be through grassroots or- 
ganisations rather- than through na- 
tional organisations like Rengo. 

The establishment of a single pri- 
vate-sector union centre coming after 















more. than a decade of. discussions 
within and among the four older union 
centres reflects a sense of crisis within 
the labour movement as well asa feeling 
that the older centres were tackling em- 
ploy yers on the wrong kinds of issues. 
nion membership has shrunk over the 
past 30 years from 55% to just under 
29% of the labour force as employment 
has fallen in the unionised large-scale 
manufacturing sector and risen in ser- 
vices and in smaller-scale industry. 
Seigo Yamada, secretary-general of - 
Rengo, and other union leaders see this 
as to some extent.an inevitable. conse- 
quence of a maturing economy. How- 
ever, the feeling also exists that the stra- 
tegy of focusing on wage increases at the 
expense of virtually all other issues has 


been yielding diminishing returns. 


Aw wage rises resulting from the 
grandly named Spring Wage Offen- 
sive have grown progressively smaller in 
recent years as union bargaining power ` 
has been weakened by a deteriorating | 
employment situation. Simultaneously, ~ 
non-wage issues such a taxation, land 
prices and working hours have begun to | 
loom large in union priorities. 

One of the main functions of Rengo | 
is expected to be'the drafting of policies 
on tax and land problems, which. form 
the basis for a joint. front vis-a-vis the 
government. and the. ruling Liberal 
Democratic Party:.Even before the es- — 


tablishment of the new body, a pres | 


decessor organisation, the Japan Pri- 
vate Sector Union Council (Zenmin- 
rokyo) is credited with having done 










CHINA 


Protégé to premier 


2 Li Peng is chosen to head the government 


China’s highest la 
< who resigned from | 
-committee meeting. Z 


munist Party, since early this year. 
<2: Soon after his appointment, I 
: waiting to be done and the tasks 


should tackle them in a bold, 
praised Zhao for his “e 





rudent and earnest way.” He 
fective leadership” and added 









he premicin at the recent 
Zhao had been premier since i980 a and 
-held that job along with that of head of the Chinese Com- 


said: “A lot of things are 
ciag ee nok ey. We 








| also 

E pam fwe should all learn from his working style and follow his 
| example.” Li is likely to be confirmed as premier at the next 
session of the NPC, scheduled for early next year, when a 
major reshuffle of the state council is expected. 

Li, 59, is China’s fourth pann since 1949 —a post which ~ 
is regarded as less vulnerable to political struggle than that of 
party general secretary, which deals with high-risk ideologi- 
cal matters. j 

Li’s appointment ended months of speculation over the | 

intense competition for this top government post. Until re- 
cently, few observers were ready to dismiss Li’s rivals such as 
vice-premiers Wan Li, Hu Qili, Qiao Shi and Tian Jiyun. 
It is widely believed that Li, who was generally not re- 
garded to be the most competent among the short-listed can- - 
didates, got the job because of strong backing from some of - 
~ the just-retired conservative veterans in the party. Brought — 
up in strict t'party orthodoxy and with no track record as a 










































ful opposition campaign to get the gov- 
ernment to drop its 1987 tax-reform 
rogramme, which included an unpopu- 
ar pee to introduce a 5% sales tax. 
esearch by Zenminrokyo suggest- 


would benefit wage and salary earners 
with incomes of more than ¥5 million 
(US$36,900) a year but penalise those 
with smaller incomes became the cen- 
trepiece of a successful campaign 
against tax reform waged by the JSP and 
other opposition groups. In mid-year, 
pressure from Zenminrokyo for govern- 
ment action on the land-price problem 
was a major reason for a decision to es- 
tablish a special parliamentary commit- 
tee to review the problem. 

A final reason for the emergence of a 
unified private-sector union movement 
has been a shift in the balance of power 
within the labour movement itself. 
* Until the mid-1970s, organised labour 
was dominated by Marxist-oriented 
public-sector unions such as the Na- 
tional Railway Workers Union (Koku- 
ro), which successfully confronted the 
government over wage issues and over 
the right to strike. 

The virtual destruction of the rail 
unions during the continuing privatisa- 
tion of Japan National Railways caused 
a shift of power towards private unions 
and increased the influence within the 
union movement of moderates, who 
favour a dialogue with the government 
ona range of economic and social issues, 
rather than confrontation over wages. 

Zendentsu president Akira Yama- 
gishi has emerged as one of the 
main campaigners for a unified labour 
organisation, in contrast with the lead- 
ers of some longer-established private- 
sector unions who are said to have been 
distinctly cool to the idea. Yamagishi 
may also have done much to overcome 
opponit within Sohyo — the strong- 
hold of the surviving public-sector 
unions — to the idea of an eventual 
“grand merger” of Sohyo and Rengo. 






















much of the research behind a success- | 


ing that the tax-reform programme | 4 































In a July 1985 interview, shortly 
after Zendentsu joined Zenminrokyo, 
Yamagishi suggested that the formation 
of a new national union centre would 
help Japanese labour leaders deal with 
foreign labour leaders who continue to 
believe that Japanese workers are under 
the thumb of management. A still more 
important result of the move towards 
unification could be to bring about an 
accommodation between two rival 
groupings on the progressive wing of 

litics, the Sohyo-backed JSP and the 

emocratic Socialist Party (DSP), 
formerly supported by Domei. 


R engo’s founding fathers appear to 
have dodged an immediate decision 
on which of the two rival socialist parties 
to back, preferring to allow member 
unions to make their own choice for the 





time being. In the long run, however, 
the moderate bias of the new organisa- 
tion seems likely to result in more union 
funds being directed towards the DSP 
and rightist elements in the JSP than to 
the JSP’s doctrinaire Left. 

This in turn could lead to a shift in 
the power balance within the JSP itself, 
with the Marxist minority finally giving 
way to moderates who have been cam- 
paigning for a more reasonable posture 
on issues ranging from defence to rela- 
tions with South Korea — a country 
which the JSP refuses to recognise — 
and the peaceful use of nuclear power. 

A JSP convention scheduled for De- 
cember, in which the party’s platform 
will be reviewed for the first time since 
early 1986, is likely to be influenced by 
the formation of Rengo, party officials 
say. Events in the labour world should 
provide a boost to informal contacts 
now under way between a former JSP 
secretary-general and a former DSP 
chairman aimed at unification. 

The pressure on the two socialist par- 
ties to close ranks is thought to have 
been increased by the fact that Rengo 
will be the first Japanese labour organi- 
sation to maintain regular contacts with 
non-socialist oppose parties, includ- 
ing Komeito, the powerful Buddhist- 
backed “clean government” 
which is a rival to the DSP. 

The weak point in the plans of such 
moderate union leaders as Yamagishi to 
engineer a general unification of the 
labour movement is that extreme leftist 
unions in Sohyo, including the pores 
Japan Teachers’ Union (Nikkyoso), 
may be driven to form an opposition 
group collaboration with the Japan 

ommunist Party (JCP). 

The JCP has been explicitly excluded 
from the dialogue Rengo leaders say 
they plan to hold with opposition groups 
in parliament and could well become 
the focus of a new militant minority de- 
dicated to carrying on the struggle 
against mee and the government 
on traditional Marxist lines. o 


party, 








keen reformer, Li is regarded by conservative leaders as a re- 
liable ally inclined towards a slower pace of reforms. 

Li was adopted by Zhou, a close friend of his father who 
was executed by the Kuomintang troops in 1930. During 
1948-55, Li studied at the Moscow Power Institute, an ex- 
perience which earned him the pro-Soviet label. He later 
worked as an engineer in power plants in northeast China. In 
1979 he was made vice-minister of the power industry and 
was later elevated to minister in charge of power and water 
resources and the head of State Education Commission. In 
1982, Li was elected to the central committee and three 
years later he joined the ei rid His rise is symbolic of that 
of the so-called princeling faction — children of veteran rev- 
olutionary leaders who share similar unds. 

As Zhao and Li have very different ba 
tical outlooks, there will certainly be some important 
changes in speed and emphasis in the day-to-day implemen- 
tation of government policies. Zhao worked his way up the 
party er and distinguished himself in economic work in 
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large provinces such as Henan, Guangdong and Sichuan. Li, 

by contrast, was born at the centre of power, and groomed by 

the pariy ss a youth in preparation for future important 
ties. 


S da demonstrated from very early on a strong commit- 
ment to tic economic icies even during the 

i Maoist days. Since 1977, he has been 
the pioneer of economic reforms, first in Sichuan and later 
nationwide., Li, in contrast, is seen as a technocrat and a con- 
servative politician not known to be an ardent reformer in the 
same way that Zhao, Wan and Tian are. 

It is unclear how Zhao and Li will work together as the re- 
spective heads of the party and the government. There have 
been persistent rumours that Zhao was far from enthusiastic 
about Li’s promotion, a move interpreted by some analysts 
as an attempt by conservative veterans to counter Zhao. 
Another unknown element is Li’s ability to lead the cabinet, 


—— many of his close rivals who are very competent 
istrators. 
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By Suhaini Aznam in Kuala Lumpur 


‘Jt was a case of one step forward, two 
steps back for the families of those ar- 
rested under Malaysia’s Internal Secu- 
rity Act (ISA) in a massive police 
crackdown which by 20 November had 
seen 106 detained. On that day, and 
with no fanfare, police released 11 of 
the detainees. But on 24 November, the 

| High Court dismissed the applications 
| from eight other detainees for writs of 


| habeas corpus on grounds of unlawful 


_ detention. 

| “After further investigations, police 

| are satisfied that the 11 no longer en- 
_ danger national security,” said Depu 

| Inspector-General of Police Tan Sri Jaf- 

| far Abdul in announcing their uncondi- 
tional release. Police are still investigat- 
ing the rest. 
Of the 11, only two were public fig- 
ures — Chan Kit Chee, vice-president 

$ FA the Malaysian Chinese Association 
(MCA), the second-largest party in 

| the ruling National Front coalition, 

| and Ngoi Thian Woh, ition De- 


i oe Action Party MP for Kampar, 
Pe 


| 


A less-known, though still significant 
name on the release list was that of 
Ahmad Sebi Abu Bakar, managing di- 

_ rector of the independent TV3 channel, 

_ whose arrest had puzzled politicians and 
observers as he is closely allied to the 

| ruling faction in Prime Minister Datuk 

Seri Mahathir Mohamad’s dominant 
| United Malays National Organisation. 

_ The rest, including a businessman, an 
| insurance agent, a religious teacher 
| and a rubber tapper, are not public 
\ figures. i 
i While welcoming news of the re- 
| lease, the ad hoc ISA Detainees Sup- 
| port Group said they were perturbed 
| that the police — who in the first two 
| weeks of detentions had ped is- 
| sued lists naming those held, their ad- 
| dresses and occupations — were no 
_longer doing so. As of 24 November, 
| police have only confirmed the iden- 
| tities of 94 of the 106 arrested. 
A -~ The faces of some of the relatives of 
| detainees gathered at the High Court 
_ mirrored their disappointment over the 
- dismissal of the habeas corpus writs. 
- Nine detainees in all had filed applica- 
| tions, but on the first day of the two-day 
hearing, Chinese educationalist Kua 

Kia Soong withdrew. All nine are either 

members of public-interest groups or 
_| Chinese educationalists. 
A In dismissing the applications, Chief 
Justice Tan Sri Abdul Hamid Omar said 


i i that the detentions were made under 


| Dismissing the writs. 


s3 


| While 11 detainees are freed, legal moves by others fail 


of the Federal Constitution pertaini 

to organised violence and acts prejudi- 
cial to public order and security. More- 
over, was bound by an unrelated 
Supreme Court judgment on 3 Novem- 
ber, which determined that where 
police givé security as the reason for 
arrest, the court shall accept that as suf- 


ficient grounds. “The court is in no posi- 


tion to go behind that decision and ques- 


tion the reasons for them,” said Hamid. 


“The onus is on the applicant to show 
that the exercise of power was made 
mala fide or improperly or for collateral 
or ulterior motive,” added Hamid. In 
this case, the applicants had failed to 
demonstrate improper exercise of 
power, he said. Ky f 

Counsel for the detainees Sulaiman 
Abdullah had claimed 
“there is no constitutionäl 
article embodying preven- 
tive detention as a perma- 
nent part of our law.” Thè 
single pty ind hier 
proposal surfacing in 
was dropped in the Lower 
House and then deputy 

rime minister Tun Abdul | 
said that preventive | 
detention would not be a 


= of Malayan law, 
ulaiman said. 
Malaysia’s first prime 
minister, Tunku Abdul 
Rahman, in an affidavit, 
said that the ISA intro- 
duced in 1960 was “de- 
signed and meant to be 
used solely against the 
communists.” 
“My cabinet colleagues 
and I gave a solemn prom- 
ise to parliament and the 
nation that the immense 
powers given to the government under 
the ISA would never be used to stifle 
legitimate mar and silence lawful 
dissent,” the Tunku said. : 


he Tunku’s affidavit was to attest to 

the character of Chandra Muzaffar,, 
president of the social-reform group Ali- 
ran, who was one of the first two to file 
habeas corpus writs. The Tunku said he 
had always found Chandra’s views to be 
“moderate and constructive, particu- 
larly in relation to national integration 
and community relations. There has not 
been the slightest suspicion of any com- 


_munist connection or inclination in his 


words or behaviour.” Similar character 
references on Chandra’s behalf were 
also made by former prime minister 


| Tun Hussein Onn and former opposi- 


ya N tis F 


M he SEATa s teh E oes aie 
| tion leader Tan Sri. Tan Chee | 
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But Attorney-General Tan Sri Abu 
Talib Othman saw the pu -of the 
ISA as going beyond fighting com- 
munists. “Ideally there should be no 
such legislation for preventive deten- 
tion,” he said, but given Malaysia’s 
multi-racial, multi-religious composi- 
tion, “the ISA is undoubtedly necessary 

` for the country’s continued existence 
and survival, It is a law that places the 
security of the nation over the liberty of 
an individual. Personal liberty must give 
way to national security.” 

Informing the detainee “as soon as 
may be” of the grounds for his arrest 
was another argument put up by their 
lawyers, citing constitutional restric- 
tions on preventive detention. The pro- 
visions demanded that the detaining au- 
thority inform him of “the allegations of 
fact on which the order is based” — save 
those which are against the national in- 
terest — and “give him the opportunity 
of making representations against the 
order.” In this case, the authority has 
“failed to supply grounds which are in- 

telligible enough to enable 
a detainee to make rep- 
resentations,” said lawyer 
Gurdial Singe Nijhar, rep- 
resenting Mohamed Nasir 
Hashim of the Institute of 
Social Analysis. 
It is “the absolute mini- 
mum” for an ISA detainee 
“to be categorically told 
that he is suspected of 
being communist and aid- 
ing communist effort,” 
| said Sulaiman. “You can’t 
arrest a fellow first and 
then interrogate him to 
find out if you may have 
grounds,” he added. 
To this Talib replied 
that detailed grounds 
“cannot be expected to be 
iven at the time of arrest 
cause it is an initial’ ac- 
tion.” 
Under the ISA, police 
may hold a person for 
uestioning for up to 60 days after which 
desther detention uires an order 
signed by the Home Minister. Such de- 
tention is usually for two years, renewa- 


|. ble indefinitely. 


Harsh and cruel treatment was also 
discussed. According to an affidavit. 
from Nasir’s wife, he has been held in 
solitary confinement, which Gurdial 
suggested was more like punishment 
than preventive detention. Talib rebut- 
ted this by saying that solitary confine- 
ment was like being “put in a single 
room” in a hotel. As to the withholding of 
reading materials, the provision of read- 
ing materials was a question of discre- 
‘tion not a right, Talib said, Earlier, he 
had declared that “this is a court of 
law and not a court of morals or con- 
science.” — a 
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a At Philips, music is a subject that’s very close to our hearts. Which is 
_ why wed like all our customers to enjoy it to the full. Whether that means 
through active involvement, or simply by listening. 

L At first glance, a home computer may not have a logical connection 
with music. But our approach is to offer consumers a system that gives 
them a wide choice of attractive and enjoyable functions. Just by plugging-in 
the music module, our home computer is turned into a professional-style 
synthesizer. It’s so easy to use that even a beginner sounds like an advanced 
composer. And it makes all the enjoyment of creating and playing music 
accessible to everyone. 
2 While for those who prefer listening to professionals, there’s compact 
_ disc digital audio. The Philips-invented system whose success has been so total 
that it’s the new world standard. 
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Now, we are building on the qualities of CD by adding new i 
information resources to its unmatched digital sound. Like CD-ROM (Read | 
Only Memory) for PC database access. And CD-Interactive for simultaneous 
presentation of pictures, sound, text and data. 

These exciting new applications show how we're developing the 
versatile CD medium further. From perfect sound, to a multi-media infor- 
mation source. Yet another way in which we’re making moreofmusic. 
Philips. The sure sign of innovation. 
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THAILAND 


Labour looks Left 


Soviets alleged to have increased penetration of unions 


By Paisal Sricharatchanya in Bangkok 
S clidarity has never been a strong 
point of Thailand’s labour move- 
ment, and Thai laws, which discourage 
the establishment of industrial-sector 
unions, breed labour divisiveness rather 
than complementarity. Rivalry among 
the various labour groups here is further 
exacerbated by outside manipulation, 
both domestic and external. 

Against this background, an attempt 
by the Soviet Union to penetrate the 
Thai labour ranks is likely to add yet 
another element of confusion. Some 
fear an increasing Soviet influence over 
the Thai labour movement may do more 
harm than good to the already sharp di- 
visiveness aie others are concerned 
that Thai unionists allying themselves 
too closely with Moscow may be drawn 
into propagating its ideals on broader 
regional issues, such as the protracted 
conflict in Cambodia or a regional nu- 
clear-free zone. 

Labour affairs observers see the un- 
precedented convening of a World Fed- 
eration of Trade Unions (WFTU, the 
worldwide labour group affiliated with 
the Soviet bloc) meeting in Bangkok in 
early October as a significant develop- 
ment underscoring Soviet inroads here. 
Meanwhile, an increasing number of 
Thai unionists are said to have gone on 
WFTU-related study tours to Moscow 
and other East European countries in 
recent years. 

Owing to the government’s long- 
standing suspicion of Moscow’s designs 
over this region, the WFTU sponsored 
no direct activity here prior to the Oc- 
tober meeting. Conversely, the Thai 
labour movement has enjoyed a lengthy 
relationship with a collection of US and 
West European organisations which 
are affiliated with the International 
Confederation of Free Trade Unions 
(ICFTU, the WFTU’s Western coun- 
terpart). 

So understandably, the October 
meeting — which attracted no — 
— rang alarm bells among the Bangko 
representatives of such agencies as the 
Asian-American Free Labour Institute 
and Friedrich Ebert Stiftung, a private 
West German foundation, which have 
been active in providing technical assist- 
ance and training programmes for vari- 
ous Thai labour groups. 

“As of now, the impact of WFTU’s 
influence here is still limited. But as its 
role expands, it is bound to sow the 
seed of further division,” commented a 
Western organisation official. “At one 
level [contacts with WFTU] increase 
the [political] risks of innocent Thai 
unionists in light of a government policy 
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which remains suspicious of Moscow. 
More seriously, Thai workers can be ex- 
posed to Moscow’s brand of labour 
militancy — like that witnessed in the Phi- 
lippines now,” said another observer. 

Of Thailand’s estimated 5 million or- 
ganisable labour force — excluding 
those in the civil service and farming 
sectors — only about 300,000 or roughly 
6% are union members. This represents 
the lowest rate in Southeast Asia, 
though it is understood the higher union 
membership in Indonesia is more on 
paper than real. The disunity here is 
underscored by the unions’ split affilia- 
tion with four different national labour 
groups. 

According to informed sources, the 
October meeting, held at a second-class 


Bangkok hotel, was sponsored by 
WFTU’s leather-industry branch. De- 
scribed as a regional conference, it was 
attended by workers representing the 
unions of the Bata shoe-making com- 
—_— in Thailand, Malaysia, India, 

angladesh and Sri Lanka. The par- 
pe ne included three East European 
officers from WFTU. 


side from calling on Bata’s manage- 
ment to provide equal treatment and 
worker benefits for all its Asia-based 
subsidiaries, the meeting’s resolution 
also included appeals on two ogee Oat 
litical subjects Sea to the hearts of - 
cow’s allies — the creation of a nuclear- 
free zone in the Asia-Pacific region, 
plus a “zone of peace” in Southeast 
Asia. 
Viewing WFTU’s activity here as a 


natural extension of the global riv 
between the Soviet bloc and the West, 
most Thai unionists do not seem to 
share the same concern as their Western 
atrons. Sunthorn Kaewnetr, a well- 
nown unionist in the 1970s who, more 
recently, has been associated with 
affairs, said: “We would like to 
see WFTU expand its role in Thailand. 
The Thai labour movement should wel- 
come more international links because 
we all work for the same goal — a bet- 
terment of the working class and more 
social justice.” 

A similar view is shared by Ekachai 
Ekharnkamol, deputy chairman of the 
Thai Trade Unions Congress (TTUC, 
largest of the four national labour 
groups). “We do not mind foreign or- 
ganisations offering help to us. The cru- 
cial point lies in our ability to draw on 
their good points to apply with our own 
conditions. As far as WFTU is con- 
cerned, my worry is that the govern- 
ment may be suspicious of its attempt to 
propagate the communist ideology.” 

While the Labour Congress oF Thai- 
land (LCT, third largest of the four na- 

tional centres) is an ICFTU 
member — and TTUC, though 
a non-member, receives gener- 
ous assistance from the same 
body — none of the Thai na- 
tional centres or individual 
union members is directly af- 
filiated with WFTU. However, 
an annual average of about 20- 
30 Thai unionists have visited 
Soviet-bloc countries in recent 
years on WFTU-related pro- 
grammes. 
Sunthorn, who last attended 
a WFTU meeting in East Berlin 
in September, conceded that 
the subject of communist ideol- 
ogy normally crops up at such 
meetings but he insisted the vast 
majority of Thai participants 
hold an unswaying faith in the 
country’s present democratic 
system. 
The Thai labour move- 
ment’s first contact with WFTU 
in modern history dates back to the re- 
gime of former prime minister Kri- 
angsak Chomanan (1978-79), when five 
labour representatives (including 
Sunthorn) on the tripartite National 
Labour che aap Advisory Board 
were permitted to attend a WFTU 
world congress in Czechoslovakia. 

Communications subsequently broke 
off in the face of a hard-line government 
policy against a domestic communist in- 
surgency which was turning more vio- 
lent at the time. 

Sources say informal contacts with 
the WFTU did not resume until a few 
years ago — py as a result of the gov- 
ernment’s liberal amnesty programme 
for the communists and also because some 
labour leaders saw the need to cache 
Thai exports into socialist countries fol- 
lowing the last global recession. 
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Drafting the agenda 


Jakarta puts its stamp on the upcoming Manila summit 


By Michael Vatikiotis in Jakarta 


piece the clouds of uncertainty 
surrounding the forthcoming Asean 
summit in Manila planned for mid-De- 
cember, President Suharto of Indonesia 
has taken the lead in confirming his in- 
tention to attend and stressing that he is 
doing so for the sake of Asean. In- 
donesia has further strengthened its 
sition at the summit by standing 
sains joint support for US bases in the 
Philippines and pushing for the reasser- 
tion of the Asean region’s neutrality 
within the framework of the Zone of 
Peace, Friendship and Neutrality (Zop- 
fan) concept. 

While other Asean leaders hedged 
their bets on committing themselves to 
attend the Manila summit, Suharto re- 
portedly declared his intention as early 
as mid-October during the visit of 
Philippine Trade and Industry Secret- 
ary Jose Concepcion. Suharto has sub- 
ab sire confirmed his intention twice 
— first, to the Philippine ambassador in 
Jakarta and, later, to Philippine Foreign 
Secretary Raul Manglapus durin 
the latter’s visit to Jakarta in mid- 
November. 

Meanwhile, sources say that Su- 
harto’s decision was taken while the 
Foreign Ministry was still “watching 
developments in Manila” and therefore 
not committed to going. This highlights 
a salient feature of Indonesia’s foreign 
policy and its approach to Asean — 
while the Foreign Ministry tends to act 
in concert with the other Asean foreign 
ministries, the presidential palace fre- 
quently acts alone. 

There is little doubt that, after an ini- 
tial reluctance, Indonesia is now assert- 
ing itself in Asean in a way which fellow 


members have come either to expect or 
to resent. Since Indonesia is chairman 
of the high-level steering committee 
(HLSC) charged with organising the 
agenda for the summit, this is perhaps 
not surprising. But having initially de- 
clared along with other Asean states 
that the theme of the summit will be the 
improvement of economic cooperation 
between members, it seems that In- 
donesia is spearheading the injection of 
a number of primarily political issues, 
foremost among them being that of re- 
gional security. 

A clue about the agenda emerging 
from the sixth and penultimate meeting 
of the HLSC held in Bali on 18-20 
November, was the importance of an 
analytical paper to be presented to the 
heads of governments in Manila on re- 
gional security. Underpinning this, In- 
donesia hopes, will be a restatement of 
the 1970s concept of Zopfan. 


N ana Sutresna, director-general of 
litical affairs at the Forei 
Ministry in Jakarta, who chaired the 
Bali meeting, said it was time to realise 
Zopfan. Sutresna told the REVIEW that 
it was “incumbent on Asean to ensure 
Southeast Asia did not become an arena 
of superpower competition” and that he 
hoped “the heads of government will 
take concrete measures to ensure this.” 

One measure — again an Indonesian 
initiative — to be included on the 
agenda will be a draft treaty for the es- 
tablishment of a Southeast Asian nu- 
clear-free zone. If implemented, the 
treaty would prohibit the ownership, 
deployment or manufacture of nuclear 
weapons by signatory nations, but 


would allow the passage of ships carry- 
ing nuclear weapons from other nations 
through territorial waters. 

However, sources at the Bali meet- 
ing indicated that not all members were 
in agreement with Indonesia on this 
matter and that the draft treaty will be 
discussed again at the last meeting of the 
HLSC in Manila on the eve of the sum- 
mit. 

All this would ys ag a why Indonesia 
has been particularly incensed by what 
looks like a combined attempt by the 
Philippines and the US to persuade 
Asean to make a joint statement sup- 

rting the presence of US military 

ases in the region (REVIEW, 26 Nov.). 

With Singapore and Malaysia al- 
ready party to a military pact — the Five 
Powers Defence Arrangement which 
links them with Britain, Australia and 
New Zealand (and Brunei is rumoured 
to be interested in joining it) and Thai- 
land’s defence links with the US — In- 
donesia alone has stood firm on the 
need to preserve the region’s neutrality. 
Suharto reportedly lectured Manglapus 
on this at some length during his visit to 
Jakarta on 16 November. Commenting 
afterwards, Manglapus described it as 
“a kind of re-education for me.” 

The status of the Cambodia conflict 
as a topic on the agenda remains un- 
clear, but Indonesia certainly aims to 
win recognition of the progress made so 
far in persuading Vietnam to agree in 

rinciple to the idea of informal talks 
tween the warring factions. The out- 
come of talks between Vietnamese and 
Indonesian officials in Bali on 23-24 
November, and in Hanoi at the begin- 
ning of December, will be crucial. If 
they should come close to drafting a 
plan to hold the so-called “cocktail- 
party” talks in Jakarta early next year, 
Indonesian Foreign Minister Mochtar 
Kusumaatmadja will be seeking re-con- 
firmation of Asean’s support for the 
idea — and taking much of the credit. 

One minor, but nonetheless signifi- 
cant, item on the agenda will be a move 
to allow Papua New Guinea to become 
a signatory to the Treaty of Amity and 
Cooperation to which all Asean mem- 
bers belong. The main obstacle here is 
said to be the need to change one para- 
bege in the treaty which stipulates that 
the treaty is open only to countries in 
Southeast Asia. Indonesia has in the 
past encouraged other members to con- 
sider PNG for membership of Asean, 
having already achieved observer status 
for it. 

Taken together, Indonesia’s stand- 
ing on these issues would appear to put 
Suharto in a strong position before his 
meetings with the other heads of gov- 
ernment in Manila at the summit. This 
may well be ne since, by some 
accounts, Indonesia’s Achilles’ heel is 
its continued procrastination over new 
measures to improve economic coope- 
ration between member states — the 
declared focus of the summit. 
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Bring your own guns 


Asean leaders want their own security forces at summit 


By James Clad in Manila 


Baume a major domestic crisis 
threatening President Corazon Aqui- 
no’s government, the third Asean sum- 
mit will be held here on 14-16 De- 
cember. But a growing number of 
Filipino officials, including military 
men, feel they have lost face in satisfy- 
ing their regional neighbours’ lengthen- 
ing list of summit security demands. 

The summit now risks being over- 
shadowed by excessively tight security. 
The Indonesians, in particular, have 
_ been vigorous in their demands for such 
extras as bringing large numbers of 
their own security men to Manila. 

Sources said Jakarta’s demands also 
include a virtual surrender to Indone- 
sian control of all President Suharto’s 
air and road transport*here. Indonesia 
also wants to put as many as five ships 
carrying special security forces in Man- 
ila Bay, close to the conference site, and 
to keep Indonesian fighter aircraft es- 
corting Suharto’s aircraft in Manila for 
the summit’s duration. 

The Indonesians keep adding to 
their list. The REVIEW understands that 


FOREIGN RELATIONS 


ei ooa Foreign Secretary Raul 
Manglapus learned in Jakarta on 17 
November that Suharto “for security 
reasons” might not attend an Asean 
state banquet away from the summit 
site. Malacanang, the Philippines’ presi- 
dential palace, is the customary location 
for state dinners. 

Some Asean diplomats describe 
these successively more burdensome 
demands as “Javanese.” By this they 
mean the Jakarta leadership half ex- 

cts the Filipinos, out of pride, to re- 
ject the steadily more onerous condi- 
tions. This would give Jakarta an excuse 
to seek a summit postponement that 
some in Indonesia would prefer. “Cer- 
tainly the Indonesians would never have 
allowed their pan) people to be or- 
dered around like this,” a diplomat said. 


The game has become, in this dip- 
lomat’s view, a test “between humilia- 
tion and stamina.” Most sources concur 
that Filipino endurance thus far has out- 
matched Indonesian audacity. None the 
less, grumbling from security units such 
as the Presidential Security Guard 


Surrendering sovereignty 


Philippines to formally accept Malaysian claim to Sabah 


O n 16 November, President Corazon 
Aquino sent a bill to the Philippine 
Senate “to define the archipelagic 
baselines of the Philippines” and re- 
uested from the legislators the bill’s 
immediate enactment to meet an 
emergency.” 

The reason for the urgency over a 
draft law ostensibly aimed at adjusting 
maritime boundaries was clear. The 
bill, if enacted, will result in the formal 
exclusion of the Malaysian state of 

Sabah from legally defined Philippine 
territory. And aysian Prime i 
ter Datuk Seri Mahathir Mohamad will 
be in Manila from 14-16 December, at- 
tending the third Asean heads of gov- 
ernment summit. 

Sa poma and Foreign -Secretary Raul 
Manglapus want Mahathir to return 
home with tangible evidence of Man- 
ila’s resolve to bury one of the last major 
territorial disputes in Southeast Asia. 
That is why the bill comes to both 
houses of Congress stamped urgent. 


But it is far from clear whether the legis- 
lature will oblige either the president or 
the base er by acting speedily. 

e 


Philippine claim to sovereignty 


over what today is Sabah rests on the 
succession to the government of the 
Philippines of a claim by the sultanate of 
Sulu to that territory. The current de- 
scendant of the sultan still receives a 
stipend of M$5,000 (US$2,008) a year 
as part of a cession of the 71,115-km? 
lease in tnd Seared to a British company 
in the 19th century. 

The claim was resurrected when 
former Philippine pre- 
sident Diosdado Maca- 
pagal visited London in 
1962. Despite a 1963 
UN report that said 
most of Sabah’s pom 5 
who now number 1.4 
million, wanted to join 
Malaysia, the issue has 
bedevilled ties between 
Manila and Kuala Lum- 
pur since. 

During the long rule 
of ousted president 
Ferdinand Marcos, the 
issue seemed to inch to- 
wards a final renuncia- 
tion by Manila, as no 
politician here seri- 
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) and the Capital Command (Cap- 
has become audible in recent 
weeks. 

The Malaysians will also bring a 
small security force to Manila, possibly 
from their elite Federal Reserve Unit. 
And Singapore may bring between five 
and 10 extra security personnel, as 
might Brunei and Thailand. Each dele- 
gation will run its own security program- 
me, in addition to those organised by 
the PSG and Capcom. 

The Japanese are complicating secu- 
rity planning still further. More than 70 

ople may accompany Prime Minister 

oboru Takeshita to Manila, where he 
will gain prestige as the only non-Asean 
leader invited to the summit. But 
Tokyo's confidence in Filipino security 
forces remains low after the protracted 
detention earlier this year of kidna 
pa Japanese businessman Noboyuki 

akaoji. If the summit is disrupted, 
Tokyo also stands to lose face. 
G iven these worries the summit may 

et “too much security, rather than 

too little of it,” as one diplomat put it. 
Obtrusive, overlapping or contradictory 
rules set by each delegation could 
hamper informal mixing at the summit. 
Jealousies between Capcom and PSG 
have complicated security planning still 
more. 

Journalists covering the summit, to 
be held in Manila’s Philippines Interna- 


(PSG 
com 


ously argues that the claim is really en- 
forceable. At the second Asean sum- 
mit, in 1977, Marcos said the Philip- 
pines had renounced the claim — but he 
never carried out the necessary fol- 
low-through demanded by the Malay- 
sians. 

The issue festered after that time, 
with the Malaysians taking the view 
that the Filipinos had to act uni- 
laterally in doing the necessary paper- 
work to renounce the claim. Kuala 
Lumpur insisted that Manila alter two 
documents — the 1973 constitution 
then in force, which included a claim to 
the territory, and two pieces of 1960s 


legislation defining the country’s 
boundaries. 

These two laws, 

known as Republic 


Acts 5446 and 3046, 
will now be amended 
by the Aquino-en- 
dorsed bill. And the 
new constitution, rati- 
fied by plebiscite in 
February this year, re- 
moved any ambiguit 
about whether Saba 
might fall within the 
territory of the repub- 
lic. The debates of the 
Philippine Constitu- 
tional Commission 
drafting the new basic 
charter last year made 
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tional Convention Centre, will find cor- 
ridors off-limits, the Philippine Govern- 
ment has announced. Officials fear that 
fencing off the summit site from a 
nearby boulevard, as was suggested at 
one government security meeting, 
could receive disproportionate media 
attention. But then so could the 10,000 
soldiers assigned to guard the site, 
built on reclaimed land in Manila 
Bay. 
For all Asean’s anxiety over the 
Philippines’ fragile political situation, 
most of Manila’s partners still want the 


it clear that the claim is now a hollow 
formality. 

With the passage of the draft legisla- 
tion, the expectation here is that Malay- 
sia’s objections should be met and the 
problem buried. But the likelihood of 
getting the measure through the inde- 
procent meee Philippine legislature 

y 24 November appeared increasingly 
remote. 


here are several reasons for this. 

First, the Senate's two Muslim sena- 
tors, Mamintal Tamano and Santanina 
Rasul, spoke out against the measure, 
decrying the abandonment of the Sulu 
sultanate’s traditional claim. Secondly, 
though the government’s decision ini- 
tially received favourable newspaper 
comment, articles in some journals have 
begun to turn more critical. 

Thirdly, several other senators, in- 
cluding former local government minis- 
ter Aquilino Pimentel, have voiced re- 
servations. Former defence minister 
Juan Ponce Enrile, now also in the Se- 
nate, bitingly asked why the measure 
needed such rushed treatment to please 
Mahathir. 

Similar noises may come from the 
lower house, which also must pass the 
measure in its present form. Finally, 
most observers are holding their breath 
over Senate president Sen. Jovito 
Salonga’s attitude. Salonga took a 
strongly nationalist position in the old, 
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meeting to go ahead, so long as the risks 
are manageable. 

Meanwhile, Aquino’s government is 
proceeding doggedly with its summit 
preparations. It has striven harder still 
to keep to the December timetable after 
a 28 August military mutiny increased 
the risk of another postponement. The 
summit originally had been planned for 
June. 

To cor the timing intact, some 
sources said Manila has even put its con- 
tinued Asean membership on the line. 
For Aquino’s advisers, the perception 


1960s congress and gave support to 


Macapagal’s position. 

For a bill touching on the sensitive 
issue of the country’s sovereignty, the 
question immediately surfaced as to 
why the government had delayed sub- 
mitting the legislation until late 
November, less than a month before the 
summit. The answer to this riddle 
pointed directly at earlier inaction by 
the Foreign Ministry-led during most 
of this year by Vice-President Salvador 
Laurel, who doubled until leaving the 
cabinet in September as foreign secret- 
ary. 
The appointment of Manglapus as 
Laurel's successor injected determina- 
tion into the issue. Man- 
glapus, determined to 
ensure the summit’s 
success, realised that 
removing the existing 
legislation would re- 
move the biggest obsta- 
cle to solving the long- 
running territorial dis- 
pute and help guarantee 
Mahathir’s presence in 
Manila in December. 

Until Manglapus took 
over the portfolio in Oc- 
tober, Kuala Lumpur 
and Manila had met to 
discuss the issue only 
twice, and secretly, 
after Aquino’s govern- 


of the summit giving a regional endorse- 
ment to her government became the 
prized aim. The US is also pushing hard 
to keep Asean to its timetable. 

Many Asean diplomats frankly see 
themselves in a bind. Some even say 
they have been “out-manoeuvred” in 
accepting a summit for December. But 
some Filipino officials see their country 
giving too much away to keep the sum- 
mit on track. A Capcom officer com- 
plained that “we have accepted ridicul- 
ous security conditions just to get 
Asean’s leaders to Manila.” 

That sense of irritation has been 
steadily growing among Philippine offi- 
cials responsible for the summit’s plan- 
ning. They are not pleased at Jakarta’s 
recent request to station, apart from 
troops on nearby ships, another 170 | 
security men within the conference en- | 
virons. 

Although most observers accept that — 
Aquino needs Asean’s visible endorse- 
ment, officials in Jakarta and Singa- 
pore, especially, are mindful of the 
acute succession problems which could 
erupt if anything happened to their 
leaders, no matter how fanciful the risk 
may really be. The upshot, these obser- — 
vers say, is that the summit’s original 
pu — a display of political stability 
and economic dynamism — may be los- 
ing out to the domestic and more im- 
mediate concerns of the host govern- — 
ment. o 


ment assumed power 21 months ago. 
The bill from Aquino was introduced 
in the Senate by Sen. Leticia Shahani, a 
former foreign affairs undersecretary. 
An identical version was also submitted 
to the House of Representatives. The 
measure acknowledges the gy ere 
claim over Sabah, but retains Manila’s 
claim to part of the much-contended 
Spratley Islands in the South China Sea. 
e Philippines claims part of them as 
the Kalayaan, or Freedom islands. The 
same isles also attract claims from Ma- 
laysia, Vietnam, Taiwan and China. 
Malaysia's reaction to the bill, which 
its officials sighted before the measure 
went to Congress, was guarded but 
satisfied. On 11 
November, Foreign 
Minister Abu Hassan 
Omar said he hoped 
“something could be 
achieved” by the time 
the summit convened, 
but did not elaborate. 
The Malaysians’ in- 
stinct is still to tread 
warily in the thicket of 
Manila politics until — 
the measure is safely 
assed and signed 
y Aquino, given 
their long years of 
experience over the 
Sabah issue. 
— James Clad 








SOUTH KOREA 


Being seen to have won 


Worries about Roh’s legitimacy if he wins election 


By John McBeth in Seoul 


Ww: less than three weeks to go 
before South Korea’s presidential 
election, there is serious concern within 
the ruling Democratic Justice Party 
(DJP), as well as in Seoul’s diplomatic 
community, over whether a possible 
close victory by party candidate Roh 
Tae Woo will be accepted as legitimate 
by the majority of voters. 

Roh and main opposition leader, 
Reunification Democratic Party (RDP) 
president Kim Young Sam, are now 
seen as the frontrunners, But given the 
plethora of issues involved and a gov- 
ernment ban on the publication of straw 
polls, only the foolhardy and the fanati- 
cally faithful are predicting the outcome 
of what is likely to be an extremely close 
race riddled by black propaganda and 
bribery. 

“We're confident we are going to 
win,” said one senior presidential offi- 
cial, “but I’m worried about how much 
we are going to win by.” One symptom 
of rising tensions, according to diploma- 
tic sources, was a severe tongue-lashing 
President Chun Doo Hwan is reported 
to have given to a number of senior DJP 
MPs for not getting behind Roh enough 
in the organisation of a recent rally. 

At this point, most analysts do not 
expect Roh or Kim Young Sam to gain 
much more than 35% of the vote, with 
Peace and Democracy Party candidate 
Kim Dae Jung trailing, but still an im- 
portant force in his Cholla region and 
with other disaffected voters, and New 
Democratic Republican Party conten- 
der Kim Jong Pil still a potential spoiler. 

The big money is obviously coming 
from the DJP, which has been paying 
out Won 10,000 (US$12.50) — twice 
that of the RDP — per person to attend 
rallies. Seoul abounds with. rumours 
that a number of prominent business- 
men have left the country to avoid being 
squeezed for campaign funds and there 
have even been reports of tax audits 
being conducted on firms which have 
provided support for the opposition. 

But leaving aside overspending, hate 
mail, threatening late-night telephone 
calls and other dirty tactics, the South 
Korean populace is much more likely to 
base its judgment on the fairness of the 
election campaign itself on the lengths 
the ruling party goes to in using estab- 
lished government machinery and the 
state-controlled media, particularly 
with as much as 30-40% of the elec- 
torate still undecided. i 

Diplomats at a number of embassies 
acknowledge they are worried about the 
repercussions of a Roh victory, though 
they feel that would likely be balanced 






by the recriminations heaped on both 
Kims for failing to field a single candi- 
date and depriving the opposition of a 
chance to take power. A lot may also 
depend on election day itself. In what 
was clearly an optimistic scenario, one 
diplomat told correspondents: “Despite 
the ugliness of the campaign, as long as 
the election vote-counting is fair, then 
the populace will accept the result.” 
That may be so. But as the same dip- 
lomat pointed out, if Roh wins by a nar- 
row margin, he will not have a clear 
mandate to begin with and will find him- 
self under heavy public pressure to con- 
tinue the democratisation process he 
began in June in order to cement his 
legitimacy. If he fails to do that, then the 
DJP leader will inherit the same legiti- 








Kim Young Sam and Roh meetin July: frontrunners. 
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“does not view this as a very good deve- 
lopment.” 

Roh has been making efforts to dis- 
tance himself from Chun and erase the 
impression that he is the incumbent’s 
handpicked successor, but his ability to 
influence current policies — even if he 
wanted to — would appear to be li- 
mited. As one South Korean source put 
it: “Roh does not have power yet and 
therefore is not in a position to adminis- 
ter the security agencies.” 

At least one unpublished university 
poll has Roh ahead by 4-5% among the 
middle- and upper-class constituents in 
Seoul, which along with surrounding 
Kyonggyi province may very well de- 
cide the eventual outcome if re- 
gionalism influences the vote in other 
parts of the republic. But the crucial ele- 
ment in the election will be the extent to 
which South Koreans in general — and 
those between 20 and 40 years of age in 
particular — believe only real political 
change will be a true test of the demo- 
cratic process. 

Kim Young Sam appears to have 
gained considerable ground since his 
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macy problems that have dogged Chun 
through his seven-year rule. 


y highlighting Roh’s role in the De- 

cember 1979 coup which brought 
Chun to power, the opposition has suc- 
ceeded in calling into question hiscommit- 
ment to democracy — the cornerstone of 
the DJP leader's campaign message. 
What is likely to hurt him even further is 
a growing feeling among some observers 
that while the constitution has been re- 
written, the new spirit of democratisa- 
tion prevailing in South Korea has still 
not permeated down through the ranks 
of the police and security services. 

A US official confirmed recently that 
Washington has made it clear to Seoul it 
is unhappy over the recent arrest of stu- 
dents and other dissidents on politically 
related charges that do not involve vio- 
lence. “The US Government,” he said, 
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campaign got into full swing, mostly be- 
cause he is looked on as the safer oppo- 
sition alternative, not because of any 
outstanding qualities he enjoys. In 
other words, a yote for him could be 
more a vote against the government in a 
lot of cases— even if he is short of policy 
ideas and could be expected to rely 
heavily on the bureaucracy to keep the 
ship of state afloat. 

Although he has probably the 
strongest core support, Kim Dae Jung is 
now faced with the challenge of expand- 
ing into areas outside his native Cholla 
by appealing to rural voters who have 
seen their income gradually decline 
against that of their urban counterparts. 
But his campaign is clearly burdened by 
perceptions among the basically conser- 
vative South Korean electorate that his 
successful candidacy could invite mili- 
tary intervention, by his outwardly 
progressive policies and by a basic mis- 
trust in a politician who goes back on his 
word — particularly his vow not to run 
for the presidency if his political rights 
were restored. o 
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The military merchants 


Chaovalit moves to limit damage from arms deal scandal 





| jm army commander and acting 
supreme commander Gen. Chao- 
valit Yongchaiyut has moved to sal- 
vage the reputation of the military, 
which has been bruised by a spate of 
damaging press reports that focused on 
influential arms dealers and alleged ir- 
regularities in a US$160 million army 
tanks deal. Unnecessary visits to mili- 
tary units by weapons merchants have 
been banned, and Chaovalit announced 
that the multi-billion-baht arms pro- 
curement business from now on will be 
conducted on a government-to-govern- 
ment basis. 

“Chaovalit has quietly initiated a 
number of significant rogrammes to 
enhance the army’s technical and mili- 
vert professionalism,” said a Western 
military-affairs source. “He is now try- 
ing to clean up any mosing o's deal- 
ings in arms procurement.” The ban was 
first issued to all army units in mid- 
November and later extended to cover 
the air force and navy. 

But procuring arms solely through 
government-to-government channels is 
easier said than done. Procurement on 
this basis was previously mandatory for 


NEPAL 
| Shrestha wields the stick 


By Kedar Man Singh in Kathmandu 
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 eivil service. The of the ‘the : 
i Marich Man Singh Shrestha is to weed out “dead wood” in the 


the pagon rea by US 
Forei Sales 
(FMS Bep ut the 
FMS programme was 
scrapped from the begin- 
ning of the 1987 fiscal 
year, which has opened up 
the bulk of procurement to 
commercial channels. 

The latest uproar was 
sparked by a hard-hitting 
article in a Thai political 
weekly, Su Anakot, which 
dwelt at length on the alleged in- 
fluence and connections enjoyed 
by Thailand's No. 1 arms dealer, 
Naowarat Patthanodom, among a broad 
section of the uniformed men. The arti- 
cle is said to have caused a stir in the 
army hierarchy; Naowarat has sued the 
magazine for libel. 

As if adding insult to injury, the 
army’s reputation received another 
bashing following charges of over-pric- 
ing and an alleged “commission” pay- 
ment in the recently concluded deal to 
buy 106 Stingray light tanks from US 
manufacturer Cadillac Gage. The deal 
was arranged by Naowarat’s Commer- 
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cial! Associates Co., ye Neate 
Cadillac Gage along with a number of 
other Western arms manufacturers. 

Chaovalit has denied any z 
regularities, claiming the Stingra 
selected by an army committee (head- 
ed by deputy army com- 
mander Gen. Wanchai 
Ruangtrakul, who was 
army chief of staff at the 
time) after careful consid- 
eration. But speculation 
by local newspapers con- 
tinues, partly fuelled by an 
abrupt transfer of Budget 
Bureau deputy director 
Metta Phumchusri. The 
government simply an- 
nounced the transfer was a 
matter of “appropriate- 
ness,” but it was widely interpreted as 
a to the Stingray deal. 

e decision to opt for Stingray — 
after more than two years of testing 
which involved other more expensive 
West European models — has raised 
many eyebrows. For a start, it is only a 
prototype which has neither been bat- 
tle-tested nor commissioned in any 
armed forces in the world. The Thai 
order will enable Cadillac Gage to start 
up a production line. 

e Stingray was first developed 
about six years ago as a contender for 
the US marines’ rapid deployment 
force, but it was never selected, partly 
because their requirements changed. 

Independent arms experts see its 
low-price, light-weight mobility, air 
transportability and its British-made 
105 mm low-recoil cannon, which uses 
the Nato range of ammunition, as 
among the positive features of the Stin- 
gray. But critics have pointed to the 
tank’s thin armour. Sanctioned by 
Prime Minister Prem Tinsulanond, the 
Thai Cabinet approved the deal on 29 
September, one day before the expiry of 
fiscal- -year 1987. It will be funded from 
the army’s regular budget over five years. 

The army has made no mention on 
deployment, "dough parts of the new ac- 
quisition are likely to be dispatched to 
two key armoured units — the Saraburi- 
based 2nd Cavalry Division and the 
Phetchabun-based Ist Cavalry Divi- 
sion. Saraburi in particular is a strategic 
point from where rapid deployment can 
be made to counter any emergency on 
the Thai-Cambodian border, though 
the chance of a Vietnamese tanks—led 
invasion is currently rated low. 

Another portion of the purchase is 
also expected to support a continuing 
army plan to transform some key infan- 
try divisions into mechanised units 
(REVIEW, 19 Feb.). 

Given the increased public atten- 
tion, future arms procurement will al- 
most certainly be subject to closer 
scrutiny. Whether Chaovalit will suc- 
ceed in ridding the system of middlemen 
remains to be seen. 

— Paisal Sricharatchanya 
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a Effectively managing a business means making a lot 

of tough choices. Should you go with this system or 

that system? Should you concentrate on automating 

 accour ting operations or inventory management first? 
w much power do you really need? 








The right service. The kind of service you'd 7 
expect from IBM. Every IBM Authorised Dealer i: 
commited to oT your equipment in 








impressive entrance lobby. 


An ait-conditioned footbridge links the foyer of One Pacific Place to a 
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One Pacific Place is the best place for your business in Hong Kong 
because it was intelligently designed with your business in mind. 
1 1] Consider all the ins and outs, Access to One Pacific Place is convenient 
yet exclusive. A private road provides direct, same-level access to the 


failure. 





comprehensive public transport network and forms 


the first part of an elevated, traffic-free 
system to West Central and beyond. 

[7] Consider your security. A 150-man 
Hmm security force; computerised card- 
key system; CCTV alarm network and the 
respected name of Swire as managers, 
combine to make One Pacific Place a safe 
and secure business environment. 
Consider the wide open. spaces. 
HEB The floor plate at One Pacific Place 
is among the largest in Hong Kong. Each 
level offers a minimum of 20,000 sq ft of 
easily divisible space. Floors are column- 
free, with above-average ceiling heights 
and floor-loading capacities. 

d Consider the technicalities. 
IE Comparimented wire-management 
systems in the floor, ceiling and skirtings 
facilitate easy installation of power, tele- 
phone and communication-data systems. 
77] Consider how compatible we are. A 
HE ‘ully-compatible WangNet Computer 
highway forms the foundation for intra- 
office and inter-floor communications. 
d Consider the power you'll have. 
(fm An above-average power supply is 




















in it for you. 


supported by two 1,000 kva emergency generators which ensure that all 
emergency and computer systems run optimally in the event of a power 


T] Consider your guests. The three Pacific Place hotels, service and 
HEB residential apartments provide quests with 5-star accommodation and 
a range of conveniences which include restaurants, business centres, 


conference and recreation facilities. 
Consider what you'll have on your 
AB plate. The Pacific Place shopping 
mall, the largest in the Central Business 
District, will offer a wide selection of Asian 
and Western, gourmet and fast-food 
dining options, in addition to a full range of 
fine shopping and a complex containing 
four cinemas. 

|] Iotelligently-designed, user-efficient 
HEB space, totally convenient, first class 








facilities and amenities A package ol 
features which make it easy to see why 
you won't be the first to be persuaded 
that One Pacific Place is the best place 
for your business, 

For further information about the 
space at 


office and commercial 
Pacific Place, contact 
the sole leasing agents, 
Jones Lang 
Wootton. 








~ Ge Jones Lang Wootten: 
Hong Kong Telephone: S217417 
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Growth opportunities worldwide 
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BUILDING YOUR ASSETS, 
SWISS-STYLE 


or more than a half-century, American 

Express Bank and its subsidiaries have been 
helping international clients protect and build 
their assets in Switzerland. The experts at Amer- 
ican Express Bank (Switzerland) AG combine 
proven asset management techniques with 
traditional Swiss prudence and discretion. 


Personal attention 


As step one, our investment counselors will 
analyze your financial goals and current invest- 
ments, and advise you on the portfolio that best 
suits your needs. This may consist, for example, 
of short-term investments, equities, bonds, even 
precious metals — all carefully selected to give 
you an optimum balance of yield and security. 
Our money managers then monitor your port- 
folio on a full-time basis, alert to any economic 
developments that may affect your investments. 
At your request, we accept discretionary power 
to handle investment decisions and administrative 
details on your behalf. This is a practical, con- 









venient arrangement, particularly if you reside 
outside of Switzerland. 


Global outlook 
While our approach is Swiss, our outlook is 
global. Our network of 99 offices in 43 coun- 
tries — one of the world’s largest — gives us 
worldwide presence and access to timely infor- 
mation. 

If asset management, Swiss-style, makes 
sense to you, contact your nearest American 
Express Bank office for more information. In 
Hong Kong, telephone 05-844 0688; in Singa- 
pore, 22-023 11. 


American Express Bank Ltd. is a wholly-owned 
subsidiary of American Express Company, which has 
assets of more than USS99 billion and shareholders’ 
equity in excess of USSS.7 billion. 


AME! 
SS 


AMERICAN 
EXPRESS 
BANK 





Exceptional service in private banking 


PAPUA NEW GUINEA 


Muck and brass 


Wingti survives scandal and gets the best of Somare 


By Hamish McDonald in Sydney 
W ith financial scandals tarnishing a 


broad spectrum of the political 
leadership of Papua New Guinea 
(PNG) and its military tested for suscep- 
tibility to the idea of a coup, Prime 
Minister Paias Wingti has emerged 
largely unscathed to consolidate his 
hold on power, as testified by the an- 
nounced retirement of the country’s 
“founding father,” Michael Somare, 
from leadership of the main opposition 
party. eee 
Somare’s hopes of unseating Wingti 
with a no-confidence vote in the na- 
tional parliament have dwindled since 
Wingti gained a narrow 54-51 seat 
majority over him in the 109-seat parlia- 
ment in the first meeting after elections 
mid-year. Through by-elections for vac- 
ancies and crossing of the floor — most 
notably by the group of Morobe pro- 
vince MPs led by Brulu Samana — 
Wingti has gained another 14 members. 
Younger men in Somare’s Pangu 
party were becoming restive at Somare, 
54, being outmanoeuvred and bested in 
argument by a man 19 years his junior. 
His ne arent, former foreign 
minister Rabbie Namaliu, had put pres- 
sure on Somare to retire, apparently b 
a threat to cross to the government wit 
some Pangu members. In the fluid party 
lines of PNG, this was no idle threat: 





Wingti himself had quit as Somare’s 
deputy prime minister in 1985 and taken 
a group out of Pangu with him. 

But Somare surprised colleagues and 
staff when he announced on 17 
November, at the end of his speech in 
reply on the government's 1988 budget, 
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that he would step down as Pangu 
leader early next year to preserve party 
unity. Namaliu’s succession is by no 
means assured. “Namaliu is still wel- 
come over here if he skids on his face,” 
said a government source. 

The decision to quit came as Port 
Moresby was beset by turmoil and scan- 
dal that would normally weaken a gov- 
ernment. A judicial inquiry further en- 
snared Wingti's former forests minister 
Ted Diro, whose People’s Action Party 
(PAP) members had been vital to 
Wingti retaining government after this 
year’s elections. During the inquiry into 
forestry matters (REVIEW, 20 Aug.), 
Diro had been made minister without 
portfolio in Wingti’s new cabinet while 
PAP member Aruru Matiabe held the 
Foreign Affairs portfolio. But on 8 
November, after judicial commissioner 
Justice Thomas Barnett ordered three 
charges of pote to be brought against 
Diro, he resigned. 

Appearing the following week be- 
fore Barnett, Diro then changed his 
story of how US$139,400 had come to 
be placed in two of his bank accounts 
over March-June this year. It had not 
come from Brisbane-based business- 
man Peter Chen, but from Indonesian 
armed forces commander Gen. Benny 
Murdani as an election campaign con- 
tribution (REVIEW, 19 Nov.) and had 
been carried in under diplomatic 
privilege by the Indonesian military at- 
taché in Port Moresby. 

In a speech to parliament on 13 
November, Diro, a retired brigadier 
who had commanded the 3,200-strong 








PNG Armed Forces in the early 1980s, 
then warned that the country was ripe 
for a military takeover because of unrest 
over foreign domination of the econ- 
omy. He defended his links with Mur- 
dani on the grounds that PNG needed to 
keep on close terms with the main po- 
tential military threat. 


S ome government figures believe that 
Diro was using this speech, and his 
associates’ meetings with serving offi- 
cers since his resignation, to assess his 
support in the military for a seizure of 
power. If so, the response has been hos- 
tile. Acting defence force commander 
Col Bob Dademo said a coup would 
only occur “over my dead body.” Gov- 
ernment sources said their soundings 
showed the same response down the 
line. One school of thought, however, 
sees Diro's move as simply a way to 
obscure the forests inquiry. 

A spokesman for Murdani has, 
meanwhile, denied that the Indonesian 
general made any contribution to Diro’s 

arty. Wingti may have doubts about 
iro’s testimony on this point as well — 
he has rejected opposition calls to expel 
the military attaché who allegedly car- 
ried the money. 

Moreover, Wingti has shown no to- 
lerance for excuses from Diro’s PAP 
colleagues about the alleged donation. 
When acting foreign minister Matiabe 
claimed it was “normal” for PNG politi- 
cians to receive funds from foreign in- 
terests, Wingti sacked him and took 
over the foreign affairs portfolio him- 
self. A new foreign minister, who will 
probably be appointed after Wingti 
makes a trip to Australia in mid-De- 
cember, is unlikely to come from the 
PAP. 

Wingti also emerged unscathed after 
a Supreme Court judge and the auditor- 
general recommended that 41 politi- 
cians and officials be charged with mis- 
conduct over their subscription to 
shares allocated to PNG residents in the 
Australian float last year of the gold- 
mining company Placer Pacific. The 
Who's Who list includes Wingti’s Dep- 
uty Prime Minister and Finance Minis- 
ter Sir Julius Chan and two other pre- 
sent ministers, Somare, Chief Justice 
Sir Buri Kidu and central bank governor 
Sir Henry ToRoburt. 

They may face charges before special 
tribunals for failing to comply with a 
Leadership Code provision that requires 
leaders and officials to gain prior a 
proval from the ombudsman before tak- 
ing shares in a foreign enterprise. Re- 
primands, fines and dismissal are in- 
cluded as punishment in the code. Many 
of those on the list seem ready to admit a 
technical breach of the code. Chan faces 
the most difficulty: the investigation 
saw a conflict of interest arising from his 
role as finance minister in securing 10% 
of the Placer issue for PNG residents. 
Chan has gained a court order for a judi- 
cial review of the inquiry’s findings. O 
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The ‘Great Follower’ 


Kim Il Sung promotes a Chinese-style open-door policy 


By Selig Harrison in Pyongyang 
Fe into Pyongyang from Peking, 
I sat next to a British actor who 
showed me the script of a surprising mo- 
tion picture now being filmed in North 
Korea by an Italian producer and the re- 
cently created Korea International Film 
Co-Producing Agency (KIFCA). 
Tenzan: Valley of Hell defies the 
conventional stereotypes of a reclusive, 
doctrinaire and humourless North Ko- 
rean regime. The opening scene takes 
place in a Hongkong massage parlour. 
Mavi, a raven-haired Eurasian beauty, 
is shown recruiting mercenaries for the 
bad guys, a consortium of scientists who 
are seeking to develop a master race at a 
heavily guarded secret labo- 


named power. 

In the guise of research on 
new aphrodisiacs, the scien- 
tists conduct experiments on 
abducted teenagers that grow 
ever more depraved until 
Mavi, conscience-stricken, 
tells all. Enter the good guys, 
a group of European scien- 
tists who storm the labora- 
tory with their own force of 
mercenaries. 

Tenzan is a political as 
well as a cinematic happenin 
because it is closely identifie 
with Kim Jong Il, North Ko- 
rean President Kim Il Sung’s 
son and heir-apparent, a film 
enthusiast who personally 
surpervises his country’s bur- 
geoning motion picture in- 
dustry. It is only one of many 
indicators of a changing at- 
mosphere in Pyongyang as 


for hard omens to pay off foreign 
creditors. KIFC cials said that 
North Korea is merely providing its 
technical services, leaving it to its 
artners to decide what will sell in the 
est. 
Signs of a new climate strike the fre- 
gor visitor to Pyongyang on all sides. 
hotos and statues of Kim Il Sung now 
depict him not in a Mao jacket but in a 
Western suit. 


Selig Harrison, a senior associate of the Carnegie 
Endowment for International Affairs and former 
Northeast Asia bureau chief for The Washington 
Post newspaper, visited Pyongyang in September. 
In 1972, he was one of the first two American cor- 

nts to gain entry to North Korea since the 
Korean War. 


Eight hotels, among them the 40- 
storey Pyongyang Koryo, punctuate a 
skyline hitherto monopolised by mu- 
seums and monuments. Four new 
hotels are under construction, including 
another high-rise luxury hotel — sche- 
duled to be operated by a French hotel 
chain — and two near the Kwangbok 
sports complex, where the North would 
like to stage some of the 1988 Summer 
Olympic Games if a last-minute ar- 
rangement can be worked out with the 
South next year. 

Tour groups from Australia, Hong- 
kong and Britain are beginning to 
trickle in. Discos have opened in three 





Deng Xiaoping and Kim II Sung: economic door opens. 


the Kim Il Sung regime seeks to emulate 
China’s opening to the West. 

What has prompted Tenzan, and a 
variety of efforts to promote joint ven- 
tures in other fields, is a pressing need 


hotels, and rock music blares out of 
loudspeakers in hotel dining rooms 
along with North Korean patriotic an- 
thems. 


i: the grim atmosphere of Pyong- 
yang in 1972, I was under relentless 
surveillance. Consigned to an isolated 
villa, I ate in solitary splendour in a pri- 
vate dining room and was prevented 
from talking to other foreigners in the 
same villa as well as resident diplomats 
in the capital. This time I found a less re- 
strictive climate in which I was permit- 
ted to meet diplomats and foreign busi- 
nessmen and to stroll alone in the vicin- 
ity of my hotel. 

“They are in a transition period, like 
China 10 or 15 years ago,” observed a 
South Asian diplomat. “There is a new 
mood. They want to open up, but the 
party is afraid of losing control. If ns 


offer them advice now, they are willing 


and at times eager to listen, while before 














if you told them what was wrong it was 
either a stone wall or the end of the con- 
versation.” 

This observation was borne out in 
discussions over a 10-day period with a 
variety of key North Korean leaders, in- 
cluding Prime Minister Li Gun Mo, 
Foreign Minister Kim Yong Nam and 
Hwang Chang Yop, the powerful sec- 
retary of the ruling Workers Party re- 
sponsible for foreign policy. 

On most issues, I found a readiness 
to accept cross-examination concerning 
stated policies and to deal directly with 
criticism that would previously have 
brought forth only rhetoric. 

The central conclusion emerging 
from these conversations was that eco- 
nomic pressures have compelled Pyong- 
yang to seek both a rapid influx of West- 
ern technology and a reduction of mili- 
tary spending = an accommoda- 
tion with Seoul and Washington. There 
is a new realism in the North’s percep- 
tions of the South, accom- 
panied by explicit recognition 
that an economic opening to 
the West requires a relaxa- 
tion of military tensions. 

North Korean officials no 
longer minimise the econo- 
mic progress made in the 
South or talk of unifying 
Korea under communist rule. 
Asked whether the upsurge 
in opposition strength in the 
South this year foreshadowed 
a shift to the Left and an 
eventual communist revolu- 
tion, Hwang replied that 
“such a thing is quite impossi- 
ble, completely out of the 
question. Nearly 40 years 
have passed since the Korean 
War, and we recognise that 
many changes have occurred 
in South Korea. 

“The opposition parties 
are not geared to changing 
the social and economic sys- 
tem in the South. If they are success- 
ful it would not be a revolution, unless 
you would regard a democratic regime 
ess beholden to the US as a revolu- 
tion.” 

Dismissing my suggestions that the 
growing student and labour movements 
might push the opposition to the Left, 
Hwang responded impatiently that 
“there might be other forces, but they 
are not strong enough to lead the peo- 
ple, and they are not likely to become 
so. We must find a way for North and 
South to coexist peacefully under differ- 
ent social and economic systems.” 

While continuing to reject the de 
jure recognition of two Koreas, officials 
appeared ready for a face-saving com- 

romise on the emotional unification 
issue that would acknowledge the exist- 
ing reality of two Korean States. 

In its published stand on unification, 
Pyongyang calls for a confederation. 
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Autonomous regimes with differing sys- 
tems would remain intact in North and 
South, but the confederal government 
would have a combined army and a 
standing committee that would “super- 
vise” the two “regional” regimes. This 
would be a way station on the road to 
full unification, with “the people” de- 
ciding when, whether and how to 
change the structure. 

riper ees” Seoul has rejected this 
idea, contending that Pyongyang would 
merely use interchange under such a 
system to further subversion in the 
South. Recently, however, South Ko- 
rean presidential candidate Kim Dae 
Jung proposed an alternative to the 
North’s “Confederal Republic of 
Koryo.” In Kim's “Confederation of 
Korean Republics,” North and South 
would continue to be sovereign states 
with separate armies but would create 


.| joint bodies to develop exchanges, 


trade and foreign-policy cooperation 
under a single flag. 

When I objected to the 

North’s proposal as unrealis- 
tic, Hwang and several other 
senior party central commit- 
tee officials backed away 
from their prepared position. 
“You will find us very flexi- 
ble,” Hwang said, “if we are 
all going in the same direc- 
tion, towards confederation, 
rather than towards legitimis- 
ing two Koreas.” Pyongyang 
is ready to discuss Kim Dae 
Jung’s idea “or any other idea 
consistent with movement 
towards confederation, how- 
ever gradual,” he added. 

In the North’s changing 
concept, Hwang explained, 
confederation is no longer a 
transitional phase but the 
“final stage” of unification, 
and integration of the two dif- 
fering social and economic 
systems is not envisaged. In 
principle, a combined army 
would be a long-term objective, but “if 
we can improve relations between the 
two Koreas, then having two armies 
would be acceptable, especially if their 
size can be reduced.” 

Pyongyang emphasised that it was 
ready to reduce its armed forces to 
100,000 if Seoul would join in a mutual 
forces-reduction agreement linked to a 
parallel withdrawal of US conventional 
and nuclear forces. In a 23 July proposal 
for negotiations on such an agreement 
to be held in March 1988, following the 
South’s presidential election in De- 
cember, the North suggested that force 
reductions take place within five 
years. 

But Foreign Minister Kim said that 
the time frame is negotiable, and did not 
rule out 10 years, with US air and naval 
forces remaining longer than ground 
forces. Similarly, on the key issue of 
verification, I found him anxious to 
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show that the July offer was not a mere 
propaganda salvo. 

North Korea has proposed trilateral 
arms-control discussions with Seoul and 
Washington, centring on mutual force 
reductions and a peace treaty between 
North Korea and the US that would for- 
mally terminate the Korean War. The 
US argues that a bilateral North-South 
dialogue should come first, focusing on 
a non-aggression pact and measures to 
ease North-South tensions. 

ashington rejects official con- 

tacts with the North but relented 
slightly in March by authorising US dip- 
lomats to have social contacts with 
North Korean representatives. Formal 
negotiations on mutual force reductions 
and a peace treaty, says the Reagan ad- 
ministration, should be preceded by in- 
formal negotiations on confidence- 
building measures to defuse tensions 
along the 38th Parallel. 

To break the impasse, Foreign 


Minister Kim suggested a compromise 
under which bilateral and trilateral talks 
would be held in parallel at the same 
time and place. Given agreement that 


force reductions and a peace treaty 
would be on the agenda of the trilateral 
talks, he said, negotiations on confi- 
dence-building measures could be held 
first. 

As an example, he mentioned a re- 
ciprocal suspension of military exercises 
by both sides. Recalling that North 
Korea unilaterally suspended its annual 
military exercises in 1986, he attacked 
the US and South Korea for conductin 
a bigger-than-ever joint “Team Spirit” 
exercise in 1987. 

China is urging the US to accept a 
compromise formula on arms-control 
negotiations. Chinese officials in Peking 
have complained that Washington is in- 
sensitive to policy struggles in Pyong- 
yang between pragmatists and hard-lin- 








ers, warning that the hard-liners might 
revail if the US continues to rebuff re- 
atively flexible North Korean propo- 
pe forward by the peenu 
ese officials say that North Korea 
has already agreed that South Korean 
representatives could come to China for 
a Korea conference, despite the fact 
that Peking does not recognise Seoul. 

Prime Minister Li said that an arms- 
reduction agreement would “relieve 
many of our economic problems by re- 
leasing manpower and funds needed for 
the civilian economy.” Until now, 
Pyongyang has been vague about the 
size of its armed forces, but repeated in- 

uiries brought a current figure of 

20,000, prior to the projected diver- 
sion of 100,000 men for temporary work 
on the Kwangbok sports complex and 
other development projects. 

The economic impact of demobilis- 
ing 420,000 men would be “particularly 
helpful in an economy like ours, with a 
serious labour shortage,” Li said, point- 

ing to the mining industry, 
where expansion is needed to 
step up hard-currency ex- 
ports of gold, iron ore and 
other mineral resources. 
Moreover, a reduction in de- 
fence expenditures would 
have “a broad impact, per- 
mitting us to give much great- 
eremphasis to light industries 
and consumer-goods produc- 
tion so that we can improve 
the lives of ourpeople.” 

The popular hunger for- 
more and better consumer 
goods is unmistakable on 
visits to Pyongyang’s six 
bustling department stores 
and a recently opened under- 
ground shopping arcade, 
where 17,000 ppi pour 
through daily and 30,000 on 
weekends. Intent crowds 
pen and shove, sceptical- 
y appraising housewares, 
clothing, foodstuffs and 

appliances which are better and more 
varied than 15 years ago but still over- 
priced for most North Korean workers 
and poor in quality by international 
standards. 

Surprisingly, under its 1984 Joint 
Venture Law, the government has per- 
mitted the WAK iaria of a chain of 
department stores where North Ko- 
reans can readily see the contrast be- 
tween the quality of their own consumer 

oods and imports from Japan, Western 
Daas and, in a few cases, even the 
US. rated by Korean entrepreneurs ` 
living in Japan, the Rakwon (Paradise) 
stores are designed to attract hard cur- 
rency from North Korean diplomatic 
personnel and foreign-aid technicians 
working in Third World countries. 

Purchases in these stores are re- 
stricted to diplomats and members of a 
North Korean “new class,” who 
the “red won,” a special form of cur- 
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cantly, however, access to these stores is 
not restricted. Hundreds of people were 
lined up at the entrance of the main 
Pyongyang store on several random oc- 
casions when I visited, and hundreds 


mining Gucci purses, Paris fashions, 
Savile Row suits and frozen foods from 
Tokyo. 
e Joint Venture Law is patterned 
pert after a similar Chinese law but 
more liberal provisions concerning 
taxes and the remittance of profits. 
Other key provisions giving Pyongyang 
control are 
tougher than those of China and have 
soured most Western investors — espe- 
cially in the militarily explosive atmo- 
sphere of the Korean peninsula. 


ut of 50 ventures under way, 44 are 
Wf with Japan-based Korean partners, 
known in Pyongyang as “Japanese Ko- 
reans,” who are permitted to own cars 
and enjoy other privileges denied North 
Korean citizens, including deluxe apart- 
ments. 

Co-production arrangements with- 
out equity participation are attracting 
some West European partners. Lebek, 
a West posse apoeni rate of 
women’s a , has equipped a fac- 

near Pyongyang and purchased 
pas this year for US$200,000. 
iegler, a technical adviser sent 
to supervise quality control, said “work- 
ers have the same skills and diligence as 
those in South Korea, and in five or six 
years they will be able to make pro- 
ducts just as good as those we now 
get from the South.” Lebek will make 
180,000 jackets next year, he said, 
if transportation bottlenecks can be 

solved. 
. Prime Minister Li, a technocrat with 


a background in industrial planning, 


acknowledged that Pyongyang’s 
currency debt problems have deterred 
potential Western collaborators. But he 
objected to “continual exaggeration” of 
the debt’s size. The correct figure is 
“about US$1 billion,” he said, adding 
that “we will not default, and this prob- 
lem will be resolved to the satisfaction 
of all parties. It is a matter of delay, not 
default, and the amount involved is 
small compared to many countries.” 

The North has targeted a three-fold 
increase in exports during the Seven- 
Year Economic Plan now beginning. 
But this poses a Catch-22 problem, 
since a successful export programme 
would require massive imports of tech- 
nology, which would in turn require 
either hard-currency credits or a major 
influx of joint-venture ers. 

During the 1950s and 1960s, North 
Korea made significant economic 
strides with its forced-march strategy, 
establishing a broad-based industrial 
infrastructure. This was accomplished 
despite relatively limited access to 
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ney which can be [ 
converted into hard currency. Signifi- | 







foreign technology — in the form of as- 

sistance from the Soviet bloc and China 

— together with a nationalistic insis- 

ae on minimising foreign links of any 
ind. 

During the past decade, however, as 
its industrial plant has become increas- 
ingly obsolete, production has begun to 
stagnate. The latest report of the UN 
Development Programme, the only 
foreign aid agency operating in Pyong- 
yang, warned that “further develop- 
ment of basic industrial subsectors is 
being constrained because of the grow- 
ing need for advanced technologies, 
available only from abroad. The intro- 
duction of advanced technologies is es- 
sential for achieving improved produc- 
tivity and product quality.” 

In contrast to the North’s customary 
self-congratulatory propaganda, the 
Workers Party theoretical journal, Kul- 
loja, recently còn- 
ceded that “we can 
only enhance the 
productivity and 
quality of consumer 
goods if we are able 
to modernise our 
equipment and faci- 
lities.”. While not 
directly acknow- 
ledging the need for imported sa 
ment, the journal stressed that North 
Korean industries “must be brought 
into conformity with the scientific and 
technological trends of the world.” New 
technology is also required, said Kul- 
loja, to modernise railways, power 
plants and other infrastructural facili- 
ties on which industrial expansion de- 

nds. : 

Significantly, however, while pursu- 
ing a China-style economic opening to 
the West, Pyongyang is resisting the de- 
centralisation of economic decision- 
making now taking place in China and 
may be moving in the opposite direc- 
tion. Kim Il Sung recently reduced the 
autonomy enjoyed by cooperative 
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farms, terming it “imperative” for the 
control of i ori eg ad to be 
turned over to the state “so that the class 
differences between workers and farm- 
ers will genes ping 

Free markets for farmers, once per- 
mitted weekly, can now operate only 
once a month. Similarly, the “enterprise 
autonomy” given to a industrial 
managers in China has so far been re- 
jected in North Korea. 

What has not changed discernibly in 
the past 15 years is monolithic state con- 
trol and the fervour of a personality cult 
in which Kim Il Sung and Kim Jong Il 
are now bracketed together. Kim Jong 
Il appears to have solid control over the 
levers of power, foreshadowing a stable 
succession, at least in the short run. 

In contrast to the authentic rever- 
ence displayed for “Great Leader” Kim 
Il Sung, Ronee. Isensed asubdued at- 
titude towards the 45-year-old “Dear 
Leader.” He is treated more matter-of- 
factly as part of a landscape now domi- 
nated not by gods and demi-gods, but by 
workaday problems requiring practical 
solutions. 

Although nationalistic spirit still pro- 
vides a asa, roe cushion for the 
burdens of “Kim II Sungism,” it is not as 
intense as it was in 1972. There are not 
as many Korean War movies on TV. At- 
tention to South Korea is the subject of 
relaxed talk shows on the latest election 
developments rather than of war 
documentaries warning of an imminent 
attack. 

The film fare on TV now includes 
more frivolity, including imports from 
Western Europe, India, Pakistan and 
Egypt, as well as from Eastern Europe 
and China. News programmes give 
more time to domestic economic deve- 
lopments than to foreign affairs. Ten 
minutes of the nightly news was devoted 
one evening to a 
new factory which 
turns out electric 
guitars, xylophones 
and other musi- 
cal instruments po- 
pular in high 
schools. 

Talking infor- 
mally with assorted 
lesser officials who accompanied me in 
Pyongyang and on trips around the 
country, I found a preoccupation with 
humanising the system and getting peo- 
ple to work harder. “After 40 years of 
our revolution,” confided one, “many 
of our high-ranking officials tend to rest 
on their laurels. They use their position 
unfairly, taking advantage of the people 
under them, working bureaucratically 
in isolation from the masses and at times 
succumbing to dishonesty. 

“This discourages our people from 
participating actively in production 
work, and we have had cases of people 

es. Our 


eam dabrwapng to other factori 
Dear der is working to deal with 
such problems.” o 











Asia is home to more than half of mankind. Every day, 
events are happening here that not only shape the re- 
gion’s future but affect the entire world. The Asia 1988 
Yearbook does more than cover these events — it com- 
piles, analyses. and interprets them. No businessman 
can afford to ignore them. Nor can any professional or 
scholar or anyone who has dealings with Asia. Decide 


for yourself whether any other single medium puts the 


economic, social and political realities of Asia at your 
fingertips as does the Asia Yearbook. 


Now In Its 29th Edition 

The Asia 1988 Yearbook, now in its 29th year, is bigger 
and more comprehensive than-ever before. Matching 
the rapid pace of Asian development, it goes into great- 
er detail, with greater insight — a book which everyone 
_who needs to know about Asia must have on the book- 
shelf. 


Features 
The Asia 1988 Yearbook offers completely revised 
chapters — covering another historic year in Asia, and 
analysing US involvementin the region and you will also 
_ find familiar chapters and features as well: a portrait of 
The Entire Region, The Power Game, Population & 
Food, Development Banks, Asian Finance, Asian In- 
vestment, Commodities, Energy, Aviation, Shipping, 
Fishing, Trade & Aid, the Pacific, Asian & Pacific Or- 
‘ganisations, a round-up of the year’s news stories, and 
much more. 


As in the past, the Asia 1988 Yearbook has an abun- 
dance of charts, tables and graphics to illustrate the 
material, including a full military profile of each regional 
country. l 


‘The main body of the book contains chapters on 31 
countries, ranging from Afghanistan to Japan, from 
` China to New Zealand. 







Country-by-Country Analysis | 
Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure, complete with a map and lists of 
leading public officials. The Asia. 1988 Yearbook gives 
you localised, first-hand information on everything from 
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book experts. 
How We Did it 


DOEKEN- file on-the-spot riparia: from. 
major Asian capital and every area of interest throug 
out the region. This leading team of writers, analysts, 
experts and research staff contribute (as they have reg- 
ularly for 29 years) to keep the Asia 1988 Yearbook on 
top of events. To: give you Asia minus the mystery 
minus the myth. To give you Asia as only the Far E 
ern Economic Review can. 
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By Carl Goldstein in Taipei 
Sccking to capitalise on new political 
momentum gained from its recently 
concluded second congress, Taiwan's 
- opposition Democratic -Progressive 
| Party (DPP) has launched an island- 
i W a series of rallies, dubbed “runs for 
em ; i . 
Mass rallies were held between 
14 and 22 November at 12 locations 
| around the island, all aimed at pressur- 
ing the ruling Kuomintang (KMT) to 
move faster on political reforms, espe- 
cially the reorganisation of Taiwan's 
liamentary bodies. The Legislative 
uan and national assembly remain 
| dominated by ageing and decrepit sur- 
| vivors of elections held in 1947 and 
| 1948, before the KMT government was 
| driven from the mainland. 
; At the same time, the DPP’s 13 
members in the legislature — which 
| numbers more than 300 in all — are 
| seeking to use the platform afforded b 
question-and-answer sessions wit 
senior government officials in the na- 
tion’s top law-making body to press 
home Eppes demands. 
DPP legislators also met KMT party 
_ officials on 20 November to discuss an 
agenda for the remaining two months of 
the legislative calendar. Besides. the 
question of parliamentary reform, DPP 
representatives Fei Hsi-ping, Hsu Jung- 
shu and Chang Chun-hsiung urged 
the government to release two o 
_ positionists who were arrested on 12 
October for their alleged public advo- 
cacy of Taiwan independence. | 
: issue of independence has be- 
come a high-profile and potentially ex- 


_ PAKISTAN 


plosive one in recent months, with a 
group of former political prisoners and 
other oppositionists calling explicitly for 
independence. And at the DPP’s sec- 
ond annual congress — held in Taipei 
on 9-10 November — the party itself 
moved closer to open espousal of inde- 
pendence for Taiwan. 

The 213 delegates attending the con- 
gress passed a resolution which said 
“the people have the freedom to advo- 
cate Taiwan independence.” The for- 
mulation was a step beyond the lan- 

uage in the party's charter, adopted 
ast year, calling for “self-determination 
for the people of Taiwan.” 

The KMT has so far adopted a low- 
key response to the new development in 
the DPP’s previously unstated tenden- 
cies towards indepen- 
dence ideology. The au- 
thorities’ reaction was 
likely influenced by the 


fact that DPP moderates 


had turned back an at- 
tempt by more hardline 


| party activists — led by 


the so-called “new 
movement” faction — 
to insert the same lan- 
guage into the party’s 
constitution. The expe- 
dient of substituting a 
resolution of the con- 
gress for a revision of 
the party charter soft- 
ened its impact, as well 
as ensured that the resol- 
ution did not have a bind- 


ing effect on party policy. 


| Politics of patronage 


| Feudal loyalties dominate local elections 


_ By Ahmed Rashid in Sargodha, Pakistan 
idan officially the local govern- 
ment elections in Pakistan on 30 
November are being held on a non- 
party basis, the real contest is between 
the ruling Pakistan Muslim League 
(PML) and the major opposition force, 
the Pakistan People’s Party (PPP). It is 
also the PPP’s first serious bid for elec- 
toral power after a decade in the politi- 
cal wilderness. The contest is charged 
| with tension and there is a marked con- 
trast in the style of the two opposing 

forces. 

To win support in the rural areas and 


small towns, the PML is relying mainly 
on clan allegiances and the clout of the 
feudal social system. In Sargodha, a 
small town in the rural heartland of Pun- 
jab, PML’S Mehr Khudadad — sena- 
tor, landlord and local power-broker — 
sits in the verandah of his large house 
surrounded by his chosen candidates. 
Dozens of chickens and a goat have 
already been slaughtered to prepare for 
the massive quantities of food that will 
be needed to feed the visiting candi- 
dates through the day. While tea is 


served round the clock, local worthies 
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ly elected chairman Yao Chia- 


wen, 49, denied the resolution meant 


the DPP advocated independence. “It 
means that political thought or ch 
must not be subjected to banana! pro- 
secution,” he said. “It also means this 
sin ees issue must be openly and 
publicly debated in our society.” 

Yao, a former human-rights lawyer, 
was himself freed earlier this year after 
more than seven years’ imprisonment 
on a sedition conviction. His case stem- 
med from the 1979 Kaohsiung incident, 
when violence broke out at a human- 
rights rally, giving the government an 
opportunity to lock up most of the op- 
position’s leaders. 

Besides electing a new chairman — 
Yao’s selection to replace Chiang Peng- 
chien had been expected — and debat- 
ing the independence issue, the other 
main business of the congress was to 
elect a new leadership line-up. 


Ze: big surprise was the makeup of a 

new | 1-man standing committee and 

the 3l-member executive committee. 

Gone or greatly diminished in number 
were the leading lights 
of the new movement 
group, a mostly younger 
pop of party activists. 
n their place were re 
resentatives of a newly 
rejuvenated “Formosa” 
faction — named after 
the magazine that up 
until the time of the 
Kaohsiun incident 
formed the nucleus of 
the fangwai, or opposi- 
tion. 

Ironically, the lead- 
ers of this group have so 
far refined to join the 
DPP. Huang Hsin-chieh 
and Chang Chun-hung, 
respectively a former 
legislator and provincial 


lounge about the house — counting the 
villages they control and waiting for an 
audience with the wheeler-dealer host. 
The main topic of discussion: a rival 
group of landlords in Sargodha, also 
part of the PML, is putting up its own 
candidates. The PML’s feudal in-fight- 
ing, which is countrywide, could lead to 
violence as old rivalries resurface in the 
run-up to the elections. In addition, 
political allegiances change dependin 
upon the official inducement offered. I 
a faction of the local PML promises to 
build a drainage system in a village or in- 
stall new water pumps, the local clan 
chief then goes to the other faction to 
test what can be squeezed out of it. 

The PPP’s popularity enables it to 
draw crowds at its rallies, but years of 
official repression have cut it off from 


the local power-broking scene. There- 


fore, its strategy is to politicise the elec- 
tion. “We are out of practice and out of 
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assemblyman, were also released a few 
months ago from more than seven years 
in jail for their role, together with Yao, 
in the Kaohsiung incident. Huang and 
Chang have since campaigned energeti- 
cally around the island, speaking at pub- 
lic rallies and generally bolstering their 
standing within the broader opposition. 

A third leading figure in the Formosa 
faction is Hsu Hsin-liang, who has been 
in political exile in the US since 1979. 
The government has so far prevented 
his attempts to return home to face sedi- 
tion charges. 

Standing for them in party councils 
were the five newly elected members of 
the central standing committee: Hsu 
Jung-shu, Chang’s wife, a popular legis- 
lator in-her own right; Chen Shui-pien, a 
former Taipei city councilman who had 
served as a defence lawyer in the 
Kaohsiung trials, and three others. 

New movement representation on 
the standing committee was reduced 
with the loss of Wu Nai-jen and Hong 
Chi-chang, as well as outgoing chairman 
Chiang, whose selection a year earlier 
had been-engineered by the faction. 
The loose grouping of 
younger, more radical 
party activists had previ- 
ously controlled key po- 
sitions in party head- 
Eoeesers, giving them a 

egree of influence that 
was perhaps dispropor- 
tionate to their popular 
support in the island. It 
also aroused resentment 
among others in the 
party, who found them- 
selves excluded from the 
decision-making pro- 
cess. 

The other main fac- 
tion in the DPP, which 
centres around veteran 
oppona legislator 

ang Ning-hsiang, also 








































touch,” says Asif Khan, president of 
Sargodha town’s PPP, “but we are im- 


mensely i Sr 

The PPP is contesting 32 out of 45 
seats in Sargodha, but is fielding few 
candidates in the rural areas of the dis- 
trict. Devoid of clan ties or feudal sup- 

rt, the PPP is holding political meet- 
ings at which it accuses the government 
of vote rigging and other corrupt prac- 
tices in the elections. 

Charges of large-scale official mani- 
pulation of the electoral process have 
increased in recent weeks. In many 
areas of rural Punjab it was evident that 
bureaucrats were helping PML candi- 
dates. The government has redrawn the 
boundaries of many constituencies — a 
routine official ploy — but PPP candi- 
dates have been complaining that they 
were given old electoral rolls, making it 
difficult to find out the names of all 
voters. The most widespread accusation 
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saw its influence diminish. On the larger 
central executive committee, the For- 
mosa group had 14 people, Kang’s fac- 
tion eight and the new movement, three, 
plus three more occasional supporters. 

DPP politics — as well as those of its 
ee the tangwai — have long 

en characterised by enthusiastic fac- 
tional infighting. Events of the second 
party congress demonstrated that this 
phenomenon was on the rise rather than 
on the wane, as some DPP leaders have 
claimed. Thus, it was uncertain whether 
the year-old party could mobilise public 
opinion in support of its goals. 

The policy implications of the new 
party leadership were not immediately 
clear. But the makeup of the new stand- 
ing committee — which is dominated by 
members of the Legislative Yuan or 
lower-level representative bodies — in- 
dicated that previous contraditions be- 
tween DPP headquarters and the oppo- 
sition’s legislative caucus would be 
eased considerably. 

The DPP’s success will depend in part 
on Yao’s ability to devise compromises 
among the party’s leading factions. He 

passed an initial test 
with his orchestration of 
the independence re- 
* solution compromise. 

But his room for 
manoeuvre will be limit- 
ed by the fact that his 
own election as chair- 
man was the result of 
Kang and new movement 
faction members com- 
bining to defeat the For- 
mosa faction’s choice, 
Hsu Jung-shu. Bitter 
personal — animosities 
colour the stances taken 
on many issues in inter- 
nal party politics, and 
the current factional 
line-up could easily shift 
again within months. p 
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is that entire villages have been shifted 
to other constituencies to give weak 
PML candidates a chance of winning. 

The PPP claims that more than 100 
nomination papers of its candidates 
have been rejected by the government 
in Baluchistan province. ere have 
been reports of harassment of o i- 
tion candidates in Sindh where kidnap- 

ings, armed terror and banditry have 
en part of daily life for four years. In 
the North-West Frontier Province, 
where election offices look like armed 
oar one opposition candidate has al- 
ready been shot dead. 

Since the campaign began all sides 
have been procuring weapons, and well- 
to-do candidates move around with 
jeeploads of armed escorts. Prime 
Minister Mohammed Khan Junejo has 
promised a free and fair election, but 
the government's real test will be to 
keep the peace on polling day. o 


















AFGHANISTAN 


Call for 
withdrawal 


UN report condemns Soviets 
but notes improvements 


By Ted Morello in New York 


T first UN investigator ever per- 
mitted to enter Soviet-occupied Af- 
ghanistan has drawn critical but temper- 
ate reactions with his finding of “some 
improvement” in the human-rights situa- 
tion there during the past year. 

Even the Soviet Union, whose eight- 



















































strongest condemnation from UN spe- 
cial rapporteur Felix Ermacora of Aus- 
tria, shrugged off the criticism and fo- 
cused comment on what it regarded as 
the report's positive elements. 

Ermacora was at the UN to present 
to the general assembly's social com- 
mittee on 18 November a report on his 
10-day mission inside Afghanistan at 
the Kabul authorities’ invitation. It was 
the first time since Ermacora was ap- 
pointed by the UN Human Rights Com- 
mission in 1984 that Kabul had allowed 
him into the country. He also flew to 
Pakistan's North-West Frontier Pro- 
vince bordering Afghanistan to tour 
refugee camps and hospitals and confer 
with Afghan mujahideen rebel leaders 
and Pakistani officials. 

In his key conclusion, Ermacora 
said: “Regardless of the legality or 
otherwise of the presence of Soviet 
troops in Afghanistan, the fact remains 
that their presence is the main reason 
for the intensity of the armed conflict 
and the existence of 5.5 million refugees 
and is an obstacle to the free exercise of 
the right of self-determination.” 

And while he reported that there 
were still “serious contraventions of 
humanitarian law and human rights” in 
combat areas, he added: “There are 
some improvements in the human- 
rights situation in government-control- 
led areas.” 

Ermacora said that for security 
reasons, he was denied access to areas 
not under the control of the Kabul and 
Soviet forces: But he insisted that in 














































other areas he did visit, “I had complete 
freedom.” At one point, he was within 
25 km of the Soviet border — closer, he 
told the REVIEW, than any other out- 
sider had been permitted to go. Also in 
Afghanistan, he added, “I saw pri- 
sons that even the Red Cross hasn't 
seen.” 

For the most part, his findings were a 
moderated and less detailed recitation 
of the death, brutality and destruction 
chronicled in his last report to the UN 
(REVIEW, 4 Dec. °86). Ermacora con- 





















year military presence evoked the — 


Kabul, Balkh and Herat provinces, and 










> up- 
me human-rights 
| groups, including Amnesty Interna- 
| tional. But he argued that his data re- 
| flected the current situation while Am- 
nesty’s was based on information “from 
last year and previous years.” 
Pakistani diplomats here com- 
_ mented sceptically that they had been 
hearing “a different story” about the 
| human-rights situation from Afghan re- 
- fugees and mujahideen. But as one del- 
 egate told the REVIEW: “We can live 
with Ermacora’s report. The important 
thing is that he came out strong on the 
two points we consider fundamental: he 
again pinpointed the Soviet troop pre- 
sence as the root of the conflict, and he 
unmasked the cynicism behind Kabul’s 
call for national reconciliation.” The so- 
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Mission to Israel 
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phrase for a 

that would leave Afghanistan’s post- 
war power in the hands of a Soviet pup- 
pet government. 

rmacora emphasised to the 
REVIEW the “linkage” between with- 
drawal and Afghan self-determination. 
He pointed out that unless Moscow's 
troops leave, no significant proponon 
of the Afghan refugees is likely to re- 
turn. And in the absence of one-third of 
the country’s normal population, he 
said, “one can’t speak of self-deter- 
mination.” He a : “I came to 
the conclusion that without with- 
drawal, there will be no peace in the 
region.” 

e dissent on Ermacora’s findings 
came from the mujahideen, and even 


Possibly bowing to US pressure, Japan steps up trade 


By Charles Smith in Tokyo 
fter years of keeping a low profile 
in its relations with Israel in order 
to minimise the risk of disruption in its 
oil supplies, Japan has just begun show- 
ing interest in more active trade ties — 


age as the result of pressure from 


the US. A mission from the Israel 
Manufacturers’ Association, which vis- 
ited Tokyo in October as the guest of 
the semi-governmental Manufactured 
Goods Import Promotion Organisation 
RO), was the first trade mission 
rom either country to visit the other in 
more than a decade. Within less than a 
` month, Keidanren, Japan’s leading pri- 
vate business federation, has responded 
with a return visit. : 

The membership of a 12-man group 
representing the Keidanren and its 
counterpart in southwest Japan which 
visited Tel Aviv in the second week of 
November has been kept confidential in 
Tokyo, ostensibly in order to avoid the 
risk of terrorist reprisals. Press coverage 
of the mission in Tokyo was minimal 
with the Nihon Keizai Shimbun, Japan’s 
poustan daily, ignoring it altogether. 

at is known, however, is that 
membership included the Keidanren’s 
senior managing di , Masaya Miyo- 


= | shi, as well as executive vice-chairman 


Nihachiro Hanamura. 

Keidanren officials who helped to 
organise the return mission say it is un- 
true that the US has placed direct pres- 
sure on Japan to end what appears to 
have been a de facto py of minimis- 
ing trade with Israel. However, the fed- 
eration’s director of international eco- 
nomic affairs, Kazuo Nukazawa, admits 
to having been nettled by the claims of 

ro-Israel journalists writing in US pub- 
ications that Japan’s “refusal” to deal 


with Israel conflicted with its claim to 
support free trade. 

Nukazawa says Keidanren tried and 
failed to organise a mission to Israel two 
years ago when the Israelis first re- 
quested one, The failure of the previous 
attempt was due to personal rather than 
political factors, he says — specifically 
the fear of being attacked 
by terrorists at Tel Aviv 
airport, 

According to Jacob 
Pass, economic councillor 
at the Israeli Embassy in 
Tokyo, Japan has learned 
over. the past few years 
that strict compliance 
with the Arab boycott on 
trade with Israel may not 
be nearly as necessary to 
its interests as was 
thought at the time of the 
first oil shock in 1973 
when the Japanese 
Foreign range ex- 
plicitly shifted from a : 
neutral to a pro-Arab stance in its Mid- 
dle East policy. Arab disunity combined 
with a declining dependence on im- 
ported oil as the main Japanese energy 
source have contributed to this change, 
Pass thinks. 

This has been reflected in a gradual 
increase in the numbers of Japanese 
companies willing to trade directly with 
Israel, though in key industries such as 
cars and electronics many major com- 
panies still prefer to trade via the US 
which has a comprehensive free trade 
agreement with Israel. Pass cites the de- 
cision of Mitsubishi Motors Corp. to 
start shipping cars directly to Israel in 
January as a major breakthrough. Be- 


report was circu- 
lated here at a time when a delegation 
representing the alliance of the seven 
main mujahideen factions was visiting 
the UN and Washington. At a UN news 
conference, alliance president Maulvi 
Mohammed Younis Khalis, who 
headed the visiting delegation, did not 
comment directly on Ermacora’s con- 
clusions, but he expressed suspicion of 
UN contacts with the Kabul authorities, 
including the indirect Afghan-Pakistan 
talks refereed by UN Undersecretary- 
General Diego Cordovez. 

Later, an American spokesman for 
the Afghan rebels said the alliance del- 
egates were disappointed with the re- 
port and suspected it had been 
“sweetened” to cajole Moscow into 
further negotiating concessions. 


fore the Mitsubishi decision, announced 
in September, only small car makers 
such as Suzuki, Daihatsu and Subaru 
were willing to make direct sales. 

A sharp rise in car sales is one reason 
why Japan’s sales to Israel are expected 
to rise 50% in 1987 to the admittedly still 
tiny figure of around US$400 million. On 
the Israeli side, diamonds which used to 
account for more than 80% of exports, 
are now being supplemented by hi- 
tech products such as surgical instru- 
ments. The previous stress on diamonds 
and on the agricultural chemicals, which 
made up the remainder of Japan’s im- 

rts, reflected a Japanese preference 
or confining trade to goods whose ori- 
gin is hard to trace, Pass 


š Sugpo, 

4 ike his counterparts 
~ +| at Keidanren, Pass skirts 
_ | the question of whether 

-| US Government officials 
have directly asked Japan 

~ | to step up trade relations 
= [with Israel using the 
threat of an alliance 
between the Japan-bash- 

P| ing lobby and the Zion- 
ist lobby in Washing- 
ton to make their 
point. What no one 
denies, is that some 
well known  non-gov- 
ernmental figures in the 

iy have pressed the issue strong- 


At a breakfast meeting in Tokyo in 
1986 the Mayor of New York, Ed Koch, 
spent about one quarter of his time talk- 
ing about New York and the remaining 
three quarters demanding that Japan 
should trade more with Israel, Nu- 
kuzawa recalls. The 100 or so Japan- 
ese journalists who covered the Koch 
meeting failed to produce a single story 
between them about his remarks on 
trade with Israel. But officials and busi- 
nessmen pen may have got the point 
— that US protectionism is now a bigger 
menace than the Arab boycott to 
Japan’s trade security. oO 





ON DECEMBER5TH | 
"THE PEOPLE OF THAILAND ~ 
SALUTE A DEDICATED KING 


On DECEMBER 
5TH, 1987, HISMAJESTY 
KING BHUMIBOL 
ADULYADE], ninth 
monarch of the Chakri 
Dynasty, celebrates the 
achievement of the fifth 
cycle; his 60th birthday. 

In Thailand, life is 
measured in cycles of twelve , 
years. The completion of each 
cycle is a significant step in a 
man’s life. It means develop- 
ment and change. Fortunes may improve, or worsen. 
Personality and outlook on life are different. Each cycle is a 
“coming of age.” 

However, the fifth cycle is the most important of all. 
At sixty, man is mature, wise and knowing. Experience has 
made him complete. Thus, completion of the fifth cycle is 
a time for celebration. 

When a King achieves this momentous step, an entire 
nation celebrates. And in the case of King Bhumibol, the 
joy is genuine indeed. 

Since the beginning of the Chakri Dynasty, the 
monarchy has been benevolent and caring. Both a friend 
of the people and a figurehead. 

King Bhumibol and his beautiful Queen, Sirikit, have 
carried on this tradition, regularly travelling throughout the 
country offering help and advice where it is most needed. 

Thailand is still largely agricultural, and the climate 





His Majesty King Bhumibol Adulyadej sharing advice with a group of his subjects. 


can be extreme, with mon- 
soons and floods in some 
areas and drought in others. 
The King and Queen have 
initiated countless projects 
to speed the advance of tech- 
nology. Dams and irrigation 
systems have been built under 
the King’s guidance, while 
modern farming schemes 
have been introduced all over 
the country. 

This ongoing relation- 
ship is conducted without fanfare. In fact, the King is likely 
to arrive on a remote farm for an informal get-together to see 
how things are progressing. 

This extraordinary devotion to the well-being of his 
people has made King Bhumibol one of the most beloved 
monarchs in Thailand’s history. His picture takes pride of place 
in practically every household in the land. 

Next year, King Bhumibol becomes the longest reigning 
monarch of the Chakri Dynasty. He came to the throne in 
1946, pledging to “reign with righteousness for the benefit 
and happiness of the Thai people.” That, he has done, 
and continues to do. 

On this momentous occasion, Thai Airways Inter- 
national join with all the Thai people in expressing their 
love and gratitude to King Bhumibol Adulyadej. May the 
completion of his fifth cycle bring His Majesty as much 
joy as he has brought to his people. 





A NATION CELEBRATES 
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fig. 1 An enviable track record. 





VIGOUR, PREPARATION, TENACITY 
A PLACE ON THE TEAM — WELL EARNED 


Westpac Project and Advisory Services Limited is now the name by which 
Australia’s leading project finance team is recognised. And although the team colours have 
changed, the skill and professionalism have not. 

Westpac Project and Advisory Services is committed to the long-term view. 
With innovation, forethought, imagination and flexibility key to on-going operations. 

Such commitment manifests itself in the dedication of resources to projects that 
involve a gestation period of considerable time. For example, the Sydney Harbour Tunnel 
Project was nurtured from conceptual stage, as was the Amadeus Basin to Darwin Natural 
Gas Pipeline Project. Both of these major ventures required specialist skills and facili- 
tation well beyond the capacity of most financiers. 

Further to project involvement, the team provides extensive advisory services and 
tax-based structured financings. A distinguished record has been established in providing 
finance to the property sector and the team is also prominent in advising government and 
industrial companies. 


As one of the largest and most experienced groups of its kind in the world today, 


Sydney (02) 226 1912 Ron Thomsen «Melbourne (03) 608 3082 Andrew Hall e Wellington (4) 747499 Mike McKee, lan McLean 





















Westpac Project and Advisory Services provides specialists in such areas as mining, 
geology, investment markets, taxation, computer analysis, legal, accounting and the 
Australian equity market. Importantly, as part of a greater team, Westpac Project and 


Advisory Services can access the widest range 






of financial services including loans, foreign 





Fig. 2 Continuing the challenge. 






currencies, commodity loans, capital market instruments, multi-currency finance 
facilities, leveraged leasing, interest rate and currency swaps, interest futures or hedge 
facilities and the fixed rate facilities available in leading world markets. 

New opportunities are constantly being sought by the team with a reputation 
for delivering the best. Westpac Project and Advisory Services Limited. A valued 


player and essential part of team Westpac. We Zest pac 
Australia’s world bank. 
London (01) 626 4500 Dr Paul Remington «San Francisco (415) 986 4222 Peter Winder Westpac Banking Corporation 
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Warm to the legend in Manila. 








MANDARIN ORIENTAL 





MANILA 


Over a century of unparalleled service 
and subtle splendour have earned 
The Oriental Bangkok the reputation 
of the finest hotel in the world. 

It has become, quite simply, a legend. 
Now you can warm to the 

legend in Manila. 

At Mandarin Oriental we 

know that business travel isn’t the 
time to experiment with hotels. 








That’s why special requests and 
attention to individual details are all 
part of our efficiency and hospitality. 
Business on your terms is our pleasure. 
But while you're relaxing by our 
swimming pool at the end of your 
business day, surrounded by exotic 
tropical gardens, you might take all 
this for granted. 

For once in your life, you can. 


MANDARIN ORIENTAL 
THE WORLD'S FINEST HOTELS 





















| @ I’ HAVE remarked before on the 
propensity of the Hongkong bureau- 
cracy to losé, deliberately or otherwise, 
the services of its best and brightest. 
One such was Kenneth Barnett who 
died suddenly in October while happily 
playing with his grandchildren. He was 
76. He had joined the Hongkong civil 
service in 1933, fought the Japanese as a 
volunteer and spent the rest of the war 
in prison camp. He had left the Hong- 
as commissioner of 









crative post locally where his years of 
public service could be © profitably 
exploited by: his new employers (as is 
the lamentable fashion these days}; 
Barnett went to work for the United Na~ 
‘| tions as a demographer in Bangladesh 
‘$ arid then Malawi. : 
Barnett had one of those impressive 
brains somewhere up in the upper eche- 
lons of IQs. He was master of written 
and spoken Chinese in many dialects, 
including some of the more obscure 
tongues, and of a. dozen other languages 
—— each of which he was apparently able 
to absorb within a few months. He was 
an expert calligrapher and an authority 
on Chinese history. 
He was the sort of man who polished 
cryptic crosswords off in 10 minutes, 
played chess in his head, littered his let- 
ters with obscure Greek and Latin quo-. 





tations (which he generously assumed 


any educated person could under- 
stand), was an amateur archacologist 
and anthropologist of note, and wrote 
poetry (I have quoted a couple in these 
columns — most recently on 30 April, in 
which he likened the exoskeletons of 
Hongkong’s buildings to a coral reef). 
© SADLY he died on the day before he 
was due to collect copies of his book The 
| Long-Sighted People from the printers 
(it is not due for publication until 15 
February next year). I had naively as- 
sumed that the eponymous, peorpk 
people of the title would be Chinese but, 
though they boast Sino-characteristics , 
„they live in a remote future: “yuman” 
survivors of — or mutations from — a 
- third global catastrophe rendered in- 
evitable by the idiocies of the current 
edition of the anthropoid race, Homo 
desipiens (Stupid Man). ae 
@ THE book is addressed to his grand- 
daughter, for whom the environmental 
message is doom-laden: “In your 


will be nothing to eat but one another. 
From which predicament nuclear, 
chemical or bacterial warfare would 
come as a happy release . . . Just-as the 
bacteria in my gut (and yours) without 
which we cannot digest our food, will all 
die when we die; but if they should 
perish first we cannot long outlive them; 





ä >. 














lifetime or that of your children, there . 





so humans will not long outlive those . 
ther species which form part of our, 









and one another's food chain, nor the 
wild forests &c which we are busily de- 
stroying for ephemeral profit.” 

I find it difficult to work up great 
indignation about ecology and food 
chains, vaguely accepting a nature red 
in tooth and claw a natural selection. 
Nature is- more resilient than the 
doomstérs would have us believe. 

But Barnett preferred the apocalyp- 


tic view. Perhaps his occasional sour- 


ness. could be traced to a resentment 
that his: (most happy) marriage to a 
Chinese had blocked his promotion. 
Anyway, he nursed an intense hatred of 
homosexuality and believed that AIDS 
was a`divine (or Nature’s) deserved 
punishment on societies which toler- 
ated, even glamourised, deviants. De- 
spite this, Barnett protests he is an Op- 
timist. But he tells his grandchild: 
“Some of your descendants (which 
means mine too) may be among the rem- 
nant fof the third catastrophe] but I 
bet they'll wish they had died with us. 
Fm that kind of optimist, you see.” 
e- -AS an author, Barnett had a lot of 
fun creating a Clockwork Orange- 
type lingo for his yumans, revealing a 
surprising element of. anti-establish- 
ment thinking for a former Hongkong 
bureaucrat. He mentions an almost for- 
gotten economic principle, labelled by a 
prae taken from the French—“remem- 
redas Lessifair: but this meantin prac» 
tice not less lessleurfair but lessmwatair:” 
“Mery shortly before ‘he died, he 
wrote, on’3 August, what must have 
been one of his last poems, in which 
the anti-establishment theme appears 
again. It is entitled Heaven on Earthand 
inspired by Psalm 137 (the one in which 
the exiled capies sit down and weep by 
the waters of Babylon): Eo a 
This is the Law: thou shalt be either 
Green 
Or Not-green: Which of these, thou 
wilt be told; = 
And it shall be so. Dare not beso bold 
To choose another colour in between. 
The Great and Good provide for 
young and old; i 


Female and male; as best to Them | 


may seem; : 
Cradle to grave,-in never-waking 
dream. eo 
Thus shall Their Great-and-Good- 
ness all enfold. B 
Oh no. It would upset the-whole 
shebang i 
To let each individual choose his own 
Affiliation. That would never do. 
The Great and Good know what is 
Best for You. 
And yet, and yet . . . some too there 
were who sang, y 
Captive in Zion, songs of Babylon.. 
è ON the same day he wrote that, he 
worked overa translation he had made 
of a Chinese poem 44 years ago. 
Perhaps an excerpt from his letter about 

















| verse (REVIEW, 12 Nov.). 





it will best convey the quality of the 


man’s mind: 









is the way.” with 
Chinese poems. F 
you have the co 
Sung poems, but 
out for you; 










































































iculty of puttin 
another languag 
cameo effect. 


Rr 
OTERA 
Softly drips the clepsydra = 
Dim the incense glows: 
Keen keen, a blade of wind © 
Blows, rests, blows: a 


‘Along the wall, fantastic 
-Mooncast shadows creep 
Spring torments torments me 
Will not let me sleep. E 


I forget whoit’s by; I have mislaid m 
copy, only Lhave many of these poems _ 
by heart; in {wartime prison] camp there _ 
was plenty of time for learning Tang and _ 
Sung poems by heart.” > 8 

@ I LEAVE itto oth f 

quality of his translations and whether 
his verse was merely minor; ins 
tively, L find it comforting when th 
wielding power spend their spare hours 
writing poetry. But that is an illogical 
piece of sentimentality. Mao Zedong 
was a versifier. And a-few weeks agi 
interviewed President Ershad of Ba 
gladesh. After telling me how w 
his country was progressing towards the 
restoration of full democracy (thou 
admittedly the opposition and the pr 
were, he felt, abusing their new fre 
doms), he presented me with another | 
volume of his somewhat sentimental - 





Almost as soon as he got back. to 
Dhaka, the rage against his rule 
exploded against a man who wrote: 

Peace, only peace — that is all we 

want. : 

















Coping with nationalism 


















































By Nayan Chanda in Washington 
hilippine Foreign Secretary Raul 
»Manglapus’ call on Asean leaders 
for regional support of US bases in his 
country has highlighted divisions within 
Asean and between Manila and Wash- 
ington over the question of the con- 
tinued presence of the bases. But pros- 
-pects are poor for Manila to obtain the 
bstantially improved terms it is seek- 
g from Washington under a new bases 
agreement. 
With the approach of the scheduled 
five-yearly review of the implementa- 
tion of the US-Philippines Military Base 
Agreement (MBA), there is concern in 
Washington about how to cope with ris- 
| ing Filipino nationalism. Negotiations 
-for the extension of the base agreement 
are not due for another three years, but 
US officials fear that in the charged at- 
mosphere of the Philippines, the review 
early next year of compensation to 
Manila for the use of the bases may 
bring up the larger question of the Ame- 
rican presence in an unfavourable way. 

The MBA — signed in 1947 and re- 
negotiated in 1966 and 1979 — which al- 
“lows the US to maintain the huge Subic 
: Bay naval station, the Clark Air Base 
and a number of other bases in the 
< Philippines, will come to the end of its 
25-year term in 1991. After 1991 either 
party can give a year’s notice to termi- 
nate the agreement. While that date is 
some way off, the US is bound by its 
- 1979 commitment to review the ques- 
tion of compensation for the military 
facilities in early 1988. 

Reagan administration sources told 
the REVIEW that- earlier this year that 
many in. the US Government had 
pushed for a full-scale review of the 
MBA — not just the question of pay- 
ment for the bases. But in view of the 
“political uncertainties in the Philip- 
pines, and a signal from President Cora- 
zon: Aquino. that only the mandatory 
` five-yearly. review should be: under- 
taken in early 1988;:the administration 
has lowered its sights. : 

“We would like nothing better than a 
swift resolution of the base question,” 
said one official, “but that does. not 
seem to be possible.” US officials worry 
that in the increasingly anti-American 
mood in Manila, even the limited issue 

















three years of the MBA-may occasion a 
contentious debate affecting the pros- 
. pects for renewal of the base agreement 
-beyond 1991. ae 

The increasingly difficult climate ‘in 
which the base review would: have to 
take place was dramatically underlined 
by the recent killing of US servicemen at 








US ponders next move on compensation for military bases 


Clark Air Base and the accusation by 
Philippines Foreign Secretary. Raul 
Manglapus that the US is. pursuing a 
“two-track policy” of publicly support- 
ing Aquino and secretly backing the 
rightwing military. be 

While the US administration has 
played down. the significance of the 
murders, a worried Pentagon has been 
doing a lot of thinking about the security 


of. US bases and its cost implications. | 


Senior Pentagon sources told the 
REVIEW. that they believed the attacks 
to be the result of a power. struggle 
within the central committee of. the 
Communist Party of the Philippines 
rather than the beginning of a terrorist 
campaign against Americans. 

But this benign view clearly has not 
lessened the concern for the security of 





Subic Bay: reviewing compensation. 








glapus is actively working to 
eliminate the bases to. seeing his anti- 
American. statements as an attempt to 
re-establish a political base in the Philip- 
pines after more than a decade in exile. 

Whatever his motives, Manglapus is 
seen as further complicating a solution 
to the base ‘arrangements. “As of now,” 
Manglapus told an interviewer from a 
US news service, “I do not see it possi- 
ble that the [Philippine] Senate will 
ratify a renewal of the treaty [on base 
facilities] with the US.” 

The question of bases, which im- 
pinge on the issue of Philippine.sover- 
eignty, has always been an irritant in 
US-Philippines relations. It has as- 
sumed even greater significance in the 
wake of the. democratic revolution of 
February 1986.. 

During the last days.of ousted presi- 
dent Ferdinand Marcos’ regime, his cri- 
tics. accused. Washington. of cynically 
backing him to preserve the US bases. 
They cheered when the US Congress 
cut the military part of its aid package to 
signal its displeasure to Marcos. Under 

the 1979 amended MBA, the 
administration pledged to make 
its best effort to provide 
US$500 million compensation 
for the five-year use of the 
bases. In 1983 the amount was 
raised to. US$900 million or 
US$180 million a year, but the 
amount. actually provided has 
fallen short in the past 
(REVIEW, 26 Nov.). 
- That the US. Congress had 
the power to prevent the admin- 
istration from carrying out its 
..“best-effort pledge” on com- 
pensation for the bases was seen 
as a useful lever against Marcos. 
Now, in the nationalistic mood 
of the post-Marcos era, Manila 
wants to replace economic and 
military, aid and an executive | 
agreement for the bases with 








of. compensation. for the. remaining — 





personnel — many servicemen live out- 
side Clark. For their security they would 
have to be brought within the base, or 


| their numbers substantially. reduced or 


shorter-term postings without families 
introduced. These measures would in- 
volve extra expenditure. 


anglapus’ charge that the US may 
have secretly backed the failed 


coup attempt by Col Gregorio Honasan ` 
in August has touched raw nerves in 


Washington: Assistant Secretary of De- 
fence Richard. Armitage told. the 
REVIEW: “I would like to put the canard 
of a two-track policy to rest. There is only 
“one policy — total and unqualified sup- 
port for what Aquino is trying to achieve.” 
~~ While. the US State Department 
spokesman expressed shock at Man- 
glapus’. statement, US officials and con- 
gressional leaders wondered about 





fixed rent and a treaty. 

When the two.sides meet early next 
year to review the base compensation, 
the Philippines side is also expected to 
ask for a considerably higher amount 
than US$180 million. a. year agreed in 
1983. “The lowest estimate I have heard 
from Philippine officials,” said one con- 
gressional specialist, “is US$2 billion for 
the three years,” A more commonly ad- 
vanced figure is. US$1 billion a year. But 
the US response to the Filipino demand 
is expected to be less than sympathetic. 

At a time when the administration 


_ has pledged to slash US$76 billion in the 


budget deficit. in two years — including 
a US$S billion cut in defence spending 
for.the 1988 fiscal year — a more than 
five-fold increase. in. payment. for. the 
bases. would:-be rejected.. But well- 
placed. administration and congres- 
sional sources said that the US would be 
willing to. pay. more. than‘it does now. 














The amount would never- 
theless be considerably 
less than the Filipino de- 
mand. 

The Congress will agree 
to a higher amount simply 
because, as one congres- 
sional aide put it: “It will 
cost us billions to relocate 
and [bases elsewhere] will 
not be as useful.” However, 
if Manila makes its claim 
on the basis of how much 
it would cost the US to re- 
locate the bases (between 
US$10 and US$12 billion, 
according to a Pentagon 
estimate), it would get 
nowhere, he predicted. 

“Many members [of the 
Congress] will say if we have 
to spend that much why not do it in 
Palau [in Pacific Micronesia] where we 
have a 50-year lease?” Of course, he 
added, the Congress will pay more than 
what the Philippines is getting now. 
“Let’s face it, we had a steal,” the aide 
said of the small compensation paid to 
the Philippines compared with other 
countries hosting US facilities. 

Spain receives an average of US$400 
million a year and Greece US$500 mil- 
lion. However, unlike the Philippines, 
most of what Spain and Greece get are 


Foreign Military Sales credits — in ef- 
fect loans — rather than grants, such as 


those provided to Manila under the 
Economic Support Fund and Military 
Assistance Programme. These grants 
were worth US$350 million in the fiscal 
year 1987. 

Armitage told the REVIEW that 
while the US would consider paying 
more compensation, Manila should not 
price itself out. “If pushed the US may 

driven into an isolationist posture,” 
he warned. He was cautiously optimistic 
that the US would be able to increase 
the amount given to the Philippines de- 
spite the reduced foreign-aid budget. 

Armitage said that Congress recog- 
nised that the cut in foreign aid has been 
too drastic to protect US national secu- 
rity. “There is a feeling of contrition in 
Congress,” he said. Congressional 
sources, however, are more sceptical. 
“Of course members talk about the 
damage to US security by the draconian 
cuts but this talk does not translate into 
votes for a bigger budget,” one con- 
gressman said. 

Without a larger budget, a substan- 
tially higher payment to the Philippines 
would be impossible without touching 
the “holy cows” in the US aid program- 
me — Israel and Egypt. While Congress 
cut the administration’s request for eco- 
nomic and military aid by US$2 billion 
in fiscal 1987, it exempted Israel and 
Egypt from the cuts — they got 60% of 
the aid. “If the cut in the foreign aid 
budget was applied proportionally to Is- 
rael and Egypt, there would still be 
US$1 billion left for the Philippines and 
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other countries to share,” said one 
analyst. 

Even if an agreement was reached 
with the Philippines on the amount, 
Manila’s insistence on rent rather than 
“best-effort pledge” could pose a prob- 
lem. The US has rejected the idea as 
contrary to the alliance relationship. 
“When the day comes,” Secretary of 
State George Shultz is reported to have 
told the Philippine Congress in June, 
“that you don’t want us here, but you 
are willing to rent this area as bases, 
then we don't want to be here.” 


Sperm -aetee officials and congre- 
ssional sources, however, point to 
the practical problems. 
The US does pay rent 
to countries like the 
Bahamas and Seychelles |7 
for having facilities such 
as satellite earth stations, 
but the amount is too 
small to require congres- 
sional approval. And the 
reason Manila wants to 
have rent and a treaty is 
precisely to avoid the un- 
certainty of congressional 
appropriation of funds 
and the US control over 
the use of the funds. 

Stephen Solarz, chair- 
man of the US House 
of Representatives’ sub- 
committee on Asian and Pacific affairs 
and a staunch supporter of the Aquino 
administration, said it was impractical 
for the Filipinos to think that Congress 
would agree to a treaty which would en- 
sure a fixed sum without congressional 
control of it. 

“The Congress has the power of the 
purse and it is difficult to conceive that it 
will make an iron-clad commitment for 
payment for a prolonged period of 
time,” Solarz says. “On the other hand, 
given the goodwill that exists for Presi- 
dent Aquino and democracy in the 
Philippines, I can’t envisage the Con- 
gress not respecting the pledge made by 
the administration.” 











Meanwhile, senior con- 
pason leaders — such as 

nators Alan Cranston 
and Richard Lugar and Sol- 
arz —háve been working on 
a proposal to provide the 
Philippines a US-coordinat- 
ed medium-term and mul- 
tilateral Marshall Plan-type 
assistance: a large aid pack- 
age that could not only send 
to the Aquino government a 
signal of strong US commit- 
ment but also relieve pres- 
sure for considerably high- 
er compensation for the 
bases. 

Solarz said that they 
proposed, in addition to the 
regular US aid programme, 
to give the Philippines US$1 

billion a year for the next five years. 
“Such a package will provide a striking 
manifestation of the US goodwill to- 
ward the Philippines and help to bring 
about a more harmonious conclusion of 
the base negotiations,” he said. 

While plans are afoot to go to the aid 
of Aquino and counter rising anti- 
Americanism, there is apprehension 
about the politically fragile scene in 
Manila. A successful coup in Manila 
would considerably complicate US ef- 
forts. Although resolutions passed in 
Congress expressing US support for the 
Aquino government are important, 
many Filipinos believe that the US’ only 
interest is the bases, not democracy, 
says Richard Kessler of 
the Carnegie Endowment 
for International Peace. 

Kessler said the US 
statements of support do 
not seem to have had 
great impact on the coup 
plotters who calculate 
that should Aquino be 
overthrown, Washington 
would fuss and fulmi- 
nate — perhaps even sus- 
pend aid, as provided 
under Section 513 of 
the Foreign Assistance 
Act — “but ultimately 
we will restore support 
because of the bases, just 
as we did after Marcos 
declared martial law in 1972.” 

Administration sources and congres- 
sional specialists, however, say that the 
situation has changed considerably 
since 1986. Congress has taken such 
keen interest in the restoration of demo- 
cracy in the ens! ca — and even 
Reagan has invested so much of his pre- 
stige on leaving a democratic legacy — 
that it would not ebe business as usual if 
a coup overthrew Aquino. Principles 
aside, there is also a widely held belief 
tht a coup would only pave the way for 
further instability and heighten insec- 
urity — developments that would make 
the long-term maintenance of base 
facilities highly problematic. ga 
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The hard-hat riots 


Students are killed protesting against helmet laws 


By Michael Vatikiotis in Ujung Pandang 


Sree rioting over a seemingly 
trivial issue in Ujung Pandang, the 
capital of South Sulawesi, has since 
prompted students to demonstrate out- 
side parliament and may reflect a 
deeper frustration over more Serious 
matters and with stringent government 
regulations banning political activity on 
campuses. 

wo weeks after the disturbances, 
which flared up in early November fol- 
lowing the introduction of a national 
law making safety helmets for motor- 
cycle riders manila: about 100 stu- 
dents from Bandung demonstrated out- 
side parliament in Jakarta demanding 
an official inquiry into the incident. 

Official accounts of the riot say three 
people died and 18 others were injured 
in mass street protests which lasted for 
four days starting in the early hours of 1 
Rasveniber, But a group calling itself the 
“family of Bandung students,” repre- 
senting 10 institutes of higher education 
in West Java, claims that the death toll 
may have been nine. 

Residents in Ujung Pandang told the 
REVIEW that the trouble started after 
police began stopping motorcyclists for 
not wearing helmets. Demonstrations 
on four university campuses — Has- 
sanudin (Unhas), Teacher Training In- 
stitute (IKIP), Veterans of Indonesia 
University and Muslim University — 
spilled on to the streets, with thousands 
of protesters attacking the police, burn- 
ing helmets and setting fire to a few 
shops which sold helmets in the centre 
of town. Other targets of attack were 
the local football lottery office and a car 
belonging to the Japanese vice-consul, 
which was set on fire. 

Shooting broke out after troops were 
called in to busk up the police. The gov- 
ernment says that some of the protesters 


may have been hit by stray bullets fired 
as warning shots. But sources in Ujung 
Pandang suggest that the casualties re- 
sulted after protesters attacked the 
security forces. 

It is difficult to judge to what extent 
the Ujung Pandang disturbances repre- 
sent anything other than a spontaneous 
protest against the safety-helmet law. 
One of the most frequently heard explan- 
ations is that the Bugis and Makassar 
people, who together constitute the 
majority of the population of this city of 
700,000, do not take easily to the impos- 
ition of authority. 

But there is also evidence that eco- 
nomic grievances were being aired by 
the students. The students’ main objec- 
tion to wearing helmets was their cost, 
which range from Rps10-50,000 (US$6- 
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] 30). Newspaper reports at the time of 


the riots quoted a student as saying: 
“The economy is a bpn and uni- 
versity fees are rising. The price of food 
and clothing keeps rising. How could 
the government think of imposing a 
regulation meaning we have to buy 
helmets?” 

Sources told this correspondent that 
the students’ anger was mainly directed 
at the police who, it is alleged, fined stu- 
dents on the spot for not observing the 
new regulation. 


he riots were not the first student-led 

disturbances in Ujung Pandang this 
year. In March, students from IKIP pro- 
tested about an additional payment of 
Rps 125,000 they are now obliged to 
make each year to supplement the gov- 
ernment’s subsidy to the university. 
There were further demonstrations, 
though peaceful, four months ago after 
the first stage of the safety-helmet law 
was introduced for drivers only. 

Ujung Pandang has a history of dis- 
turbances of this kind dating back to the 
regional rebellions of the late 1950s. 
The last major outbreak occurred in 
1980 and was directed against the city’s 
sizeable Chinese commercial com- 
munity. 

A source said the students coordi- 
nated their activities between campuses 
and were organised into small groups of 
activists. The police investigation of the 
riot is focusing on the question of why 
the protests erupted simultaneously on 
three campuses. Following the troubles, 
the police arrested alleged student ac- 
tivists, all of whom were released after 
questioning. 

A question raised by all this is whe- 
ther the organisation and the articula- 
tion of general grievances pose a serious 
threat to order on the campuses, which 
together hold a student population of al- 
most 30,000. The authorities in Ujung 
Pandang are taking no chances, having 


Aworking relationship 


By Colin James in Wellington 


W hile still refusing to recognise the 
post-coup Fijian regime, Wel- 
lington is edging slightly closer to estab- 
lishing a working relationship with 
Suva. The New Zealand High Commis- 
sioner in Suva Rod Gates met Brig. Siti- 
veni Rabuka, head of the interim mili- 
tary government, on 20 November. 
Until then, the New Zealand Govern- 
ment had, said Foreign Minister Russell 
Marshall, “not gone anywhere near 
Rabuka.” 

Marshall met Rabuka’s Foreign 
Minister, Filipe Bole, in Wellington on 
19 November — but insisted both be- 
fore and after the meeting that Bole was 
visiting New Zealand as a private citi- 


zen, despite the fact that New Zealand 
Foreign Ministry officials met Bole on 
his arrival on 18 November and spirited 
him past Fijian-Indian protesters. 

Bole visited Australia the previous 
week and had private talks with Foreign 
Minister Bill Hayden, but these resulted 
in no change to Canberra’s policy of not 
recognising the military government. 
Bole has been instructed by his govern- 
ment to visit the South Pacific Forum 
countries and to follow up on initiatives 
made between the May and Septem- 
ber coups, to Singapore, Taiwan, In- 
donesia, South Korea and Malaysia, in 
an effort to build fresh sources of aid, 
trade and investment in the face of Wel- 


























































tially firm response to the protests. 

In response to a question about gen- 
eral grievances. of students in Ujung 
Pandang, IKIP rector. Parawansa said: 






cratic conditions jur campus within 
the framework. of current regulations.” 
But he added that there may be “several 
students” who are not in favour of gov- 
ernment regulations banning all politi- 
cal actiyny | on campuses, in force since 







y newspaper Pedo- 
man Rakyat — a trend said to be en- 
couraged by th provincial governor, 
Amirruddin, a former rector of Unhas. 
One newspaper article raised an argu- 
ment heard frequently in wider intellec- 
tual circles that the encouragement of 
responsible participation in extra-cur-) 
| ticular political activities would help 
develop a more sophisticated student 
body. Just how responsible the govern- 
ment will judge the national student re- 
sponse to the incident, remains to be 
seen. | 
The incident, while revealing that 
students in Indonesia are still capable.of 
articulating their grievances, has -also 
reminded the central government of 
how easily this can lead to a disruption 
of order. If the government was, as 
rumoured, thinking of relaxing its regu- 
lations banning all campus political ac- 
tivity, it might well be thinking again. 
City life has returned to normal and 
» the security forces, which had been pat- 
rolling the campuses in armoured vehi- 
‘cles a week after the riots, have re- 
turned to their barracks. What is strik- 
ing. today, local residents say, is the 
lower than usual police profile. Also, 
few of the city’s motorcyclists are wear- 
ing safety. helmets, despite a claim by 
the governor’s office that there has been 
no relaxation of the law. p 
eas ACS a al 
_ lington’s and Canberra’s cold-shoulder. 
© In Wellington, Bole diplomatically 
“told reporters he was not seeking recog- 
«nition for his government. But he did 
say that he was certain normal relations 
would be established before too long. 
Marshall stipulated i in a press statement 
“ that this would require the installation 
of “a form of civilian parliamentary gov- 
ernment, acceptable to all the people of 
Fiji.” He restated the conditions to the 
REVIEW on 19 November slightly diffe- 
. rently as “a return to a democratic gov- 
ernment and one which is fair and fairly 
mee and has a constitution which is 
air 
But Marshall himself left the door 
; partly open. “We have to treat with 
the Fiji Government of whatever sort 
anywa ple said. And he indicated that 
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A work of art which, when desired, 
chimes the hour, quarter hour and 
minute. Only a few such watches, each 
individually numbered and signed, leave 
our workshops each year. 


Since 1735 there has never been a quartz 
Blancpain watch. And there never will be 
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his political wife 


By Ahmed Rashid in Lahore 


ae fei ow does a beautiful young woman, 
AN who also happens to be the best 
| known female politician in Pakistani 
| history get married without causing a 
| storm of controversy? 
She cannot. On 18 December Pakis- 
tani nace leader, 34-year-old Be- 
_nazir Bhutto will be married to Sindhi 
landlord Asif Zardari, in a ceremony 
| which she hopes will be simple but for 
| most Pakistanis will certainly be the 
| wedding of the year. 
| | When Bhutto returned to Pakistan in 
_| the spring of 1986 from exile in London, 
| her status as heroine, martyr, opposi- 
tion leader and single woman caused a 
| tumultuous reception from thousands 
of supporters, who had not tasted poli- 
tics or its glamour for nearly a decade 
under martial law. Since then her politi- 
cal fortunes have fluctuated dramati- 
cally from her throwing down the 
gauntlet to the regime and her arrest in 
August 1986, to her present strategy of 
= working within the current political sys- 
tem and standing for future elections. 
The furious debate within her Pakis- 
tan People’s Party (PPP) had only just 
begun, when on a visit to London in July 
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she stunned her supporters by announc- 
ing her engagement to Zardari. The 
marriage was arranged by her mother, 
Begum Nusrat Bhutto, who suffers 
from cancer and has lived in exile in 
Paris since the early 1980s. 

It has not been easy for an unmarried 
Benazir to lead such a public life in a 
conservative and Islamic Pakistan. To 
be sure, her vulnerability — not surpris- 
ing considering her executed father, a 
murdered brother and a mother who is 
so ill — has ensured a degree of adora- 
tion from Pakistan’s male youth. But 
that vulnerability has also been a major 
chink in her armour. 

The government has spared no sur- 
veillance to try and catch her out with a 
man, or get a photograph of her smok- 
ing or drinking or simply enjoying her- 
self. The bP pten press and Islamic 
fundamentalist parties have spread 
rumours linking her with a number of 
young PPP men. The older politicians in 
this traditional society have never been 
quite sure how to treat her — as a waif, 
an arrogant woman who has only got 
where she is because of her father’s 
name, or as a, so to speak, honourable 


| Atale of two regions 
that remain apart 


_ By John McBeth in Chong Up 
Sons time in early December and 93 
years after the fact, President Chun 
Doo Hwan will go to the southwestern 
Cholla region to unveil a Won 1.2 bil- 
lion (US$1.5 million) memorial. It 
marks the site where tens of thousands 
of disgruntled farmers launched the 
1894 Tonghak Rebellion — the trigger 
for the year-long Sino-Japanese War 
and now a rallying cry in the heated 
rhetoric of the presidential campaign. 
With regionalism becoming a vol- 
atile issue, the two-year project repre- 
| sents yet another attempt on the part of 
the Seoul government to smooth over 
the antagonism that continues to exist 
between the poory rural population 
of North and South Cholla provinces 
and the more agarose and indus- 
trialised region of Kyongsang. 
-~ Incorporating a small museum, a 
full-length brass statue of executed 
$ 


rebel leader Chon Pong Chun and a 
stone wall depicting scenes of ancient 
battle, the landscaped memorial stands 
in the rolling hills of North Cholla’s 
Chong Up district where the poorly 
armed peasants, furious at the exorbit- 
ant taxes imposed on them by a local 
ress yp won their first victory over 
local government forces on 11 May 1894. 

Over the next few months, the Ton- 
ghak movement spread as far north 
as Kongju in neighbouring South 
Chungchong province. There, in a des- 
perate battle which lasted nearly aweek, 
the 120,000-strong peasant army was 
decimated by a battalion of profession- 
ally trained, well-equipped Japanese 
troops called in by the government of 
the Yi dynasty (1392-1910), whose 
founder, Gen. Lee Sung Gye, had 
brought about a shift in the power elite 
from Kyongsang to North Cholla and 


man. At the back of everyone’s mind is 
her single status, which to most men 
bought up in a feudal culture, is an em- 
barrassment. 

Marriage will certainly help resolve 
some of these problems. She will have 
much more freedom to move around 
politically and socially even if Zardari 
is not constantly by her side. The 
ge ecg pressure and the gossip 
will all cease unless her marriage turns 
out to be a complete disaster. The re- 

ime will have to relax its surveillance 
cause now she will have a “protec- 
tor,” and to intrude into a married 
woman's personal life is still not looked 


Chungchong, but evidently not a 
change in old attitudes. 

As history would have it, Tonghak, 
or Eastern Learning, came from 
Kyongsang. Developed as a new reli- 
gion by Choe Che U (1824-64), a de- 
scendant of an upper-class Kyongju 
family which had fallen on hard times, it 
preached equality for all people, the im- 
provement of farmers’ welfare, the 
elimination of social ills and an end to 
corruption. So popular did the creed be- 
come that Choe was arrested and finally 
executed. But his movement survived 
and went under- 

und, emerg- 
ing into the open 
again in Cholla in 
1892. . 

Take a quan- 
tum leap over the 
intervening nine 
decades, some 
analysts suggest, 
and you get... 
well, Kim Dae 
Jung. For the 
message accord- 
ing to the South 
Cholla-born pre- 
sidential can- 
didate draws ` a 





upon favourably, even by the intelli- 
gence service. 

Although her marriage has been 
generally welcomed by the public, it is 
causing friction in her party. PPP lead- 
ers in her home province of Sindh have 
called it a disaster and asked her to post- 
pone the marriage, largely because Zar- 
dari is unpopular and his father, Hakim 
Ali Zardari, is a PPP deserter now with 
the leftist Awami National Party. 
Others fear the patronage that her hus- 
band will wield in the party, by bringing 
his friends into top positions, even 
though he has said, “I have no interest 
in politics.” 


Zoor was first hyped up by the West- 
ern press to be a polo playing busi- 
ness tycoon with a British university de- 
gree. This is not an entirely accurate 
image. In the words of Talat Aslam 
writing in the Star newspaper: “As Asif 
Zardari prepares himself for a glorious 
future, he needs to acquire an equally 
glorious past to match.” 

By all accounts he is a typical product 
of Sindhi feudal culture — living in 
Karachi off income from his lands in 
Nawabshah in northern Sindh, non-po- 
litical and very far from having any 
intellectual ideas. Some of Benazir’s 
closest friends have been even harsher 
about him. People wonder what on 
earth she is going to talk to him about. 
So far his major concession to her politi- 
cal vulnerability has been the dismantl- 
ing of the discotheque that he had in his 
living room. 

Marriages, however, are not made in 


distinct linkage between the “shining le- 
gacy” of the Tonghak revolt, the 1919 
March First Independence Movement 
against Japanese colonial rule — and 
the 1980 Kwangju uprising. Indeed, in 
his recent acceptance speech, Kim de- 
scribed Kwangju as “the total expres- 
sion of the determination of these ear- 
lier movements for national indepen- 
dence, righteous government, the right 
to survive and for democratisation.” 
Tonghak earned for the people of 
the rice-growing Cholla region a reputa- 
tion for rebelliousness which has served 
to exacerbate the 

5 | friction that has 

gripped the south- 

ern part of the 

peninsula since 

AD 668 when 

Kyongsang (then 

known as the 

Silla Kingdom) 

used Chinese 

troops to finally 

occupy Cholla 

(then Paekche) 

and unify the 

southern part of 

the country for 

the first time. 

The aspirations 
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Thousands welcome home Bhutto from exile in London. 


heaven. Bhutto was under immense 
pressure from her mother to get married 
and once having agreed to go in for an 
arranged marriage, despite her Western 
education, she is unlikely to back out 
now. Most pundits predict a kind of ar- 
rangement whereby she will do her 
thing and he will hang around as he al- 
ways has done. 
However, this marriage could have 
immense repercussions for Pakistan’s 
litical future. The ruling Pakistan 
uslim League is jubilant and predicts 
a housebound Bhutto, under the whi 
of a mustachioed feudal Sindhi who will 


inherent in the 1894 revolt do not gener- 
ate anywhere near the same emotions in 
Kyongsang today as they do in Cholla. 
As the country’s rice bowl and there- 
fore its richest region, Cholla was over- 
taxed by successive kings — a situation 
which led to the growth of a deep resent- 
ment among a people who have been 
unable to secure a strong political foot- 
hold in Seoul in recent times. More ag- 
ressive than its earthier neighbour, 
yongsang benefited to a much greater 
degree from centuries of contact with 
both Japan and China — even if it was 
ultimately at a price to the nation’s 
sovereignty — and became a focal point 
for widespread industrial development 
in the 1960s and 1970s under 
Kyongsang-born Park Chung Hee. 


p resident Chun Doo Hwan hassought 
to redress the developmental im- 
balance by encouraging investment in 
the rural southwest. And when the gov- 
ernment opened a major highway in 
1984 between Kwangju and Taegu, the 
respective capitals of the Cholla and 
Kyongsang provinces, newspapers were 
temmted: to Sub it “the road national 
reconciliation.” But the four-lane link is 
not particularly well-travelled gnd as 
the presidential campaign has shown, 


curtail her political outings. A rough 
scenario is now being discussed in the 
highest political circles in Islamabad. 
The next elections planned for 1990, in 
which the league intends to trounce the 
PPP, could be brought forward a year if 
she is expecting a child. A pregnant 
Bhutto, as even some cabinet ministers 
point out, cannot campaign for elec- 
tions, so that would be the time to hold 
them. She will have to live with the fact 
that her marriage will unleash new poli- 
tical and social repercussions and add a 
new dimension to her political vulnera- 
bility. o 





it has done little to change attitudes. 

Intermarriage between the residents 
of the two regions is not at all common, 
with local community leaders pointing 
by way of explanation to the majestic 
Chirisan mountains — a base for com- 
munist guerillas before the Korean War, 
and a graveyard after it for remnants of 
eight North Korean divisions cut off by 
Gen. MacArthur’s Inchon landing. 

Chirisan still serves as both a region- 
al boundary and a regional barrier. 
Chun himself is obviously aware of it be- 
cause his home district of Hapchon lies 
in the shadow of Chirisan — on the 
Kyongsang side of the divide. 

So too is Roh Tae Woo, who shares 
Chun’s Kyongsang origins. In a recent 
campaign speech, the Democratic Jus- 
tice Party (DJP) president announced 
plans for a coastal expressway linking 
the Seoul metropolitan area with Kim 
Dae Jung’s hometown, Mokpo, on the 
far southwestern tip of the peninsula. 
He also promised to develop Mokpo 
and the North Cholla port of Kunsan 
into industrial centres for increased 
trade with China, which now runs at 
about Won 1.2 billion a year. 

Such projects, however, do not bely 
the fact that the bureaucratic elite anda 
disproportionate component of South 








Korea’s army hierarchy come from 
Kyongsang. Although the Korean Mili- 
tary Academy now takes graduates in 
roportion to the populations of each of 
uth Korea’s nine provinces, it is rare 
for a general born in the southwest to 
occupy one of the top posts. Chun may 
have relied for some time on a clutch of 
Cholla-born security advisers, but insid- 
ers suggest that this had a lot more to do 
with the fact that by being outside the 
dominant Kyongsang club, he could de- 
pend on their unquestioning loyalty. 


Fe a peninsula already divided by 
an ideological fence, regionalism is a 
painful and dismaying malady made 
worse by the violence that has marked 
the presidential race so far. In Kwangju, 
Kyongsang-born opposition candidate 
Kim Young Sam was pelted with rocks 
and eggs and forced to cut short a rally. 
In Taegu, and earlier in Kim Young 
Sam’s hometown of Pusan, Kim Dae 
Jung was accorded the same treatment. 
Roh came under similar attack in the 
North Cholla city of 

Iri, which lies 40 km 

north of Chong Up. 

All candidates pur- 
port to deplore what is 
referred to as chibang- 
sak, or localism. But 
given political realities 
and the way provincial 
antagonism makes its 
presence felt in voting 
patterns, they cannot 
afford to ignore it 
either — or fail to use 
it to their advan- 
tage when necessity 
demands. During a 
speech in the far south- 
ern Kyongsang city of 
Masan, Kim Young 
Sam called on his sup- 
porters to shame the 
Cholla population by not showing 
regional bias — a statement which, 
in itself, kept the topic on the 
boil. 

Kim Dae Jung told the REVIEW sev- 
eral months ago: “Kyongsang has had 
presidents for many years. Now it 
should be Cholla’s turn.” Disdaining 
the business suits favoured by his rivals 
and which he himself normally wears 
during press interviews, he now appears 
at rallies in a traditional hanbok. It 
is a tactic not only designed to appeal 
to the Koreanness of voters, but also to 
induce historical visions of the oppress- 
ed common man whom he has stood to 
represent through years of government 
repression and personal hardship: Like 
a Tonghak descendant, perhaps? 

It may also be true that he is a prison- 
er of his own constituency. “Cholla has 
never had a person in power,” explains 
one oppositionist who was jailed by the 
Chun regime in the early 1980s. “Now 
they think they have. In their eyes, he is 
a fulfilment of their dream.” Such senti- 


ments, hardened to the extreme around 
Kwangju, will make it very difficult for 
Kim Dae Jung to back out of the elec- 
tion at the last minute — even if he 
wanted to. 

Voting habits are revealing. In 
Kyongsang, according to conventional 
wisdom, opposition supporters would 
almost assuredly cast their ballots for 
Roh, not Kim Dae Jung, if Kim Young 
Sam -dropped out of the race. But in 
Cholla, according to one recent survey, 
a race without Kim Dae Jung could con- 
ceivably see a split, with half of the vot- 
ers swinging behind Kim Young Sam 
and the other half favouring Kim 
Jong Pil, whose hometown of Puyo in 
South Chungchong was the Paekche 
capital. 

This, in itself, tends to show that 
Cholla’ resentment is more than 
matched by Kyongsang’s historic dis- 
dain for its country cousin — something 
further borne out by the results of the 
1971 presidential election in which Kim 
Dae Jung lost narrowly to the incum- 


bent Park’ Chung Hee. Kim did not 
carry a single gun, or county, in North 
or South Kyongsang. 

While Kim enjoyed a comfortable 
1.409 million to 787,000 margin in 
Cholla’s two provinces, Park did suc- 
ceed in scoring a majority in three coun- 
ties — Koksong, Chinan and Muju — 
all of which lie in a north-south line on 
the mountainous eastern edge of the re- 
gion. South Cholla’s voters, in particu- 
lar, also demonstrated an interesting in- 
dependence in the 1985 national assem- 
bly elections by returning DJP candi- 
dates in two-thirds of the available 
seats. 

Kim Dae Jung's supporters were baf- 
fled by that result, which probably re- 
flected the widespread belief that a 

- in power could do much more for 
ocal development than a party in oppo- 
sition. But given the different factors 
that come into play in a presidential 
election, comparisons with 1985 — and 
even 1971 — may not be wise in looking 
at the unity of Cholla voters in 1987. 





open favouritism for 

Kyongsang over Cholla in industrial 
development over the eight years of his 
residency is widely seen to have rub- 
d salt into newly re-opened wounds. 
Then, of course, there was the devastat- 
ing impact of Kwangju — the heartland 
of Kim Dae Jung’s support — and the 
initial perceptions at the time that it was 
exclusively soldiers from Kyongsang 
who had taken part in the blood-let- 


ting. 

While the Cholla region may not be 
the most populous (23.5% of the total 
vote), Kim is probably justified in feel- 
ing he has the most unified electorate 
among the candidates, claiming 63% of 
all North Cholla constituents and 67% 
of the South Cholla vote. And he may 
well be able to count on the support of 
many of the Cholla natives who make 
up roughly 24% of Seoul’s voting popu- 
lation, and those who form a similar 
percentage of the populations in the in- 
dustrial cities of Ulsan and Pusan. 

Many South Korean intellectuals 
blame the party system 
itself for the Kyong- 
sang-Cholla problem, 
pointing out that poli- 
tical organisations are 
built more around the 
personalities of their 
leaders — and there- 
fore the regions they 
come from — than 
anything else. While 
ideological diver- 
— have usually 

en seen as the main 

irritant, it is clear the 

split between Kim Dae 

Jung and Kim Young 

Sam was partly caused 

by regional bias. A re- 

cent editorial in the 

Chosun Ilbo daily open- 

ly blamed the two 

Kims and their betrayal of each other 

for what it called “this perilous hostil- 
ity.” 

There is a feeling among some South 
Koreans that the simple election of a 
Cholla president would go a long way 
towards smoothing over regional differ- 
ences. But sociologists say lasting social 
fusion and the removal of old attitudes 
can only come through greatly im- 
proved investment, the development of 
a better road network and also faster 
methods of transportation, such as bul- 
let trains, which would have the effect of 
shrinking time and distance. 

According to an opinion poll taken 
in mid-October by South Korea’s 
largest-selling newspaper, the Dong Ah 
Ilbo, as many as 59% of the respondents 
thought the forthcoming election would 
be greatly affected by regional anti- 
por But in the end, the outcome is 
ikely to rest on the extent to which the 
South Koreans want a change from 
the current military-tainted administra- 
tion. oO 
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While the clipper ships were establi 
ing speed records for bringing tea fr 
the East to the West, the Hongkong 
and Shanghai Bank was establishing 
a unique reputation in trade finance. 


Formed over a century ago, we were 
one of the first banks to set up branch 
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the world. Today we are one of the 
world’s major financial institutions, 
with over 1,300 offices in 55 countries 
We offer a wide range of trade services 
and FOREX-related services: docu- - 
mentary credit facilities, collections _ 
and remittances, performance and bid 
guarantees, letters of introduction, and 
government export credit and insuran 
services. 
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state-of-the-art electronic banking 
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— right from your office. 

For further information on our range 
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nearest branch of the HongkongBank ` 
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course. 
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Gross figures just keep on climbing 


The land of the soaring assets 


By Nigel Holloway in Tokyo 
n the late 19th century it was Britain, then came the Unit- 
: ed States and now Japan — the world’s paymaster. The 
change in Japan’s status has surprised nobody more than 
the Japanese because it has come so suddenly. The country’s 
net overseas assets totalled US$180.4 billion at the end of last 
year. In 1981, its foreign holdings were only US$10.9 billion. 

Not since the oil crises of the 1970s has a shift in trade pat- 
terns had such a big effect on the world’s financial markets. 
The yen has soared from 240 to the US dollar in September 
1985 to around 140 today and a flood of Japanese money has 
swept through North America, Europe and the Asia-Pacific 
region. 

The figure for Japan’s net assets downplays the magnitude 
of the international flows of money. From 1982-86, the rest of 
the world’s claims on Japan more than 
doubled to US$547 billion. But Japan’s 
pe assets during this period climbed 

rom US$227.7 billion to US$727.3 bil- 
lion. 

This massive outflow contributed to and 
coincided with the great disinflationary 
boom in the world’s capital markets, where 
falling interest rates propelled bonds and 
equities to new heights. Japanese markets 
were one of the greatest beneficiaries of the 
ballooning liquidity. The country’s gross 
liabilities in the form of securities rose from US$47.1 billion 
in 1982 to US$143.6 billion in 1986, but this was far out- 
weighed by the purchase by pe of foreign securities. The 
amount of foreign securities held rose during the same period 
from US$40.1 billion to US$257.9 billion. By contrast, direct 
(as opposed to portfolio) investment by Japan doubled to a 
“mere” US$58.1 billion. 

Before taking a look at where all the money is going, it is 
worth asking why this phenomenon arose, and whether the 
capital outflow will continue. The short answer to the second 
point is that it will go on for as long as the Japanese continue 
to save more than they invest. 

Gross domestic savings in Japan total more than 30% of 
GDP, far higher than anywhere else in the developed world 


Hongkong 
Malaysia 
New Zealand 


BUILDUP IN JAPAN’S 
EXTERNAL ASSETS 





1984 


1985 1986 
Note: Cumulative figures, not a flow within each year. 
Source: Bank of Japan. 
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apart from oil-rich Norway. Net private savings are 9% of 
GDP, because the Japanese are busily putting aside their in- 
come to pay for their education, their old age and (an increas- 
ingly remote prospect for many) their own home. With the 
public sector soaking up only half of that surplus, the mone 
must go somewhere and that means into the world’s stoc 
and bond markets in ever larger amounts. 

The massive surplus of resources has coincided with the 
lifting of official ceilings on the proportion of assets that fi- 
nancial institutions could invest overseas. Securities invest- 
ment trusts saw such limits raised from 30% to 50% and in- 
surance firms to 30% in 1985-86. All financial companies 
have rapidly increased their overseas holdings, but they are 
still well below the official ceilings in every case. Life insur- 
ance companies, the biggest foreign in- 
vestors, are closest to their ceiling. They 
held ¥8.1 trillion of foreign securities as 
of July 1987, 62% higher than a year ear- 
lier, and 28% of their total assets, but 
their overall holdings inside and outside 
Japan will continue to increase rapidly be- 
cause they control most of the pension 
funds. 

The only way to choke off the flow of 
money pouring out of Japan is for the pri- 
vate sector or the government to consume 
more. As long as the all-powerful Finance Ministry remains 
obsessed about phasing out the issuance of deficit-covering 
government bonds, there is little likelihood that public ex- 
penditure will rise fast enough to curb the external surplus. 
And with the population ageing rapidly and land'so expen- 
sive, personal savings are likely to increase over the next 10 
years, not fall. 

Nomura Research Institute reckons that Japan’s net over- 
seas assets will rise to more than US$550 billion by 1995, 
three times the present figure. The way things are going, this 
may turn out to be an underestimate. The policy implications 
are quite simple. The world must help Japan recycle its 
wealth as efficiently as possible and find ways to make it at- 
tractive for Japanese institutions to invest in capital-starved 


ONTHLY OUTFLOW 

























es - oo nes early the most important players 1 
countries. Unfortunately, these are not always the poores the US bond market. By contrast, Canada does not make 
The US looks like being the biggest debtor nation for the | light-of the effect of Japanese investment there. In 1986, 
foreseeable future, and being the biggest and most stable | net acquisitions of Canadian fixed-interest securities al- 
- market in which to invest, Japan will pick up the tab. But the | most trebled over 1985 to US$4.8 billion, declined sharply 
_erumbs left over for everybody else will get bigger. in the first quarter of this year and have since dried up 
From now on, many of the statistics presented should be | completely. Nevertheless, at their height, the Japanese 












































































taken with more than the usual pinch of salt, because of the dominated the market for Canadian dollars as well as for 
-way they are gathered and the coyness of the authorities in | bonds. 

Tokyo in publishing them. This is frustrating considering the Why this interest in Canada? It seems that Japanese in- 
amounts of money involved. The International Monetary | stitutions regard it as part of one more-or-less homogeneous 
Fund (IMF) would be doing the world a service if it could put_| North American market, with the added bonus of higher 
essure on countries like yields than in the US. 


apan to explain better my Japan’s life insurance com- 
where their capital flows to. JAPANESE ACQUISITION panies (REVIEW, 9 July) and 
That said, there is no | E OF FOREIGN EQUITIES banks have been, and still 




















joubt about the broad Some are, unsophisticated foreign 
trends, which show unsur- i 184 fo o Aug.) investors. They have chosen 
prisingly that the US has en North America, not only be- 


-118.3 || 2297 || 4,57 319.0 cause of its size, but through 
Ẹ ignorance of capital markets 
elsewhere but they are 
learning fast. l 


been the biggest beneficiary” 
-of Japan’s munificence. Out | 
of a.total net acquisition of: 
-foreign securities of US$162 
‘billion in 1985-86, by far 
the.lion’s share went to the 
US. According to the Japan 
Securities Dealers Associa- 
“tion (ISDA), its members 
bought US$67.3 ` billion 
worth of US equities and 
bonds, roughly 60% of total ` 
foreign purchases. Unfortu- 
< nately, other firms and indi- 























will in future have to work 
harder to attract sufficient Ja- 
panese investment to plug the 
fiscal deficit. In addition, 
more Japanese money will be 
looking for a home elsewhere, 
but this may also make finan- 
cial flows even more volatile 
than. they are already. This 
viduals outside the associa- —_— was Clearly the case in August, 
tion were also doing the buy- TREVEWTABLEStyaamylee Wher investment in foreign 
ing, but nobody else apart from the JSDA regularly reveals securities fell by nearly US$4 billion from the previous month 
the direction of Japan’s portfolio investment. (by US$2.8 billion for bonds and US$970 million for shares). 
‘The JSDA figures show only where the securities were | A fresh drop in the US dollar against the yen during the month 
bought, not where they originated from. Luxembourg comes appears to have been the main reason, brokers say. 
< next after the US because, though it is not a massive issuer, 
a large amount of securities-are booked and traded there. U ntil -now, major. international finance centres 
































` The US did not come top as a result of having the highest in the rest of the: Asia-Pacific region had hardly 
returns. In fact, because of the fall in the US dollar, Japanese had a look in. Japan has bought a significant amount of 
institutions made massive foreign-exchange losses on their | Australian bonds, but until the second quarter of this year 
US investments last year. The main reason forthe directionis | has been_a disinvestor of equities in Australia. Hongkong 
-that the American capital markets are bigger than anywhere | and Singapore appear in the statistics as places where Japan 
else and the Japanese need that sort of liquidity to avoid dis- has bought bonds from time to time, but the figures do 
rupting the bourses too not show whether the bonds 
much, US public debt total- re originated there. 
led US$18 billion last year, JAPANESE ACQUISITIONS S The most noticeable shift 
only 7% of new issues. In Sr OF FOREIGN BONDS in preference has been from 
view of the difficulty of ob- ‘ i bonds to equities, a sign of a 
taining accurate figures, the growing. understanding of 
US Treasury may be playing foreign markets and, in re- 
down the significance of the cent months, of the fact that 
. Japanese in US. bond mar- equities. offer much better 
kets. It also ‘depends on returns than the rapidly de- 
the particular. instrument: clining prices for fixed-in- 
sources say that in the earlier | come securities: In 1985, the 
part of 1987, the Japanese - ‘ratio of net acquisitions of 
accounted for 30-50% of 30- shares to bonds in US dollars 
year US Government bond |_| (US$ milion) E was 1:36. This fell to.1:9 in 
purchases. And these figures w i z 1986 and to 1:4 in the first 
ignore Japan’s role in the seven months of 1987. This 
‘secondary markets. should be a positive trend for 
Even if their relative size ~ Asia-Pacific equities. 
is not as large as some make Indeed, Japan has been a 
‘out, their psychological im- sizeable net purchaser of 
portance should not be |. Hongkong equities since the 
underestimated. Newsagen- beginning of 1986, and of 
cies dutifully report the in- Australian shares.in the sec- 
‘vestment intentions of Ja- » ond quarter of 1987. Japan 
- panese financial institutions — .. Was a significant net seller of 























































Source: JSDA/UBS-Phillips. & Drew. 











This suggests that the US ° 
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-Asia's frequent business || 
- travellers, the Far Eastern 
‘Economic Review offers you - 


the most mileage: 


At present most of the 
world’s leading airlines with 
routes in Asia use the Far East- 
em Economic Review regu- 
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medium. Why? The answer is 
simply because the Review 
reaches the highest audience 
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quent independent business 
travellers of any regional pub- 
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letterhead and we'll be glad to 
send you a copy of the latest 
1986/87. 6 City Media 
Phase from the INTRAMAR 
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Saitama Bank. 


Asound banking system matched to new banking needs, 


Trade financing? Syndicated loans? International securities? 
in these and-other areas of international. banking Saitama Bank 
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40 years we've built our solid base and sound banking system in 
the Tokyo metropolitan area, Japan's vigorous economic center. 
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oriented,Positive. And assertive — as seen in our electronic 
banking technology. Grow together with Saitama Bank =— sound, _ 
experienced and flexible in matching its services to new 
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will deliver ... 
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At an annual subscription price of only US$599 the AMM is. no doubt the least costly investment you will make this 
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Unqualified Money Back Guarantee 


If for any reason after you’ve received AMM you wish to cancel your order you may do so at any time and receive 
a full refund of the unused portion of your payment. : 


ae oe We'd like to inirochice. 
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-Every week AMM will provide concise, comprehensive coverage and 
analysis of Asia’s fast paced markets. Just the kind of timely information 





greater chance of SUCCESS. 


: a weekly newsletter to. be launched January 1, 
`- 1988 titled “ASIAN MARKETS MONITOR’, intended for serious investors 
whether an individual or instit AMM will provide you with timely, re- 
~ liable news and information yeu need to invest confidently and with the 
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~ formed, accurate decisions on new investments. > 


A A Heritage Second to None 


~The AMM is ‘prepared and brought to you by the. hets of the. 
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authority on Asia’s politcal, economic and financial affairs. All the insight and experience of our Company stands 
behind the AMM, making it, from the start, a highly authoritative and independent source of market informa- 
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p urse, are e itéhing to participate in Rean much of that money hasi gone to North Ameri 
the share booms in ‘Sor th Korea and Taiwan, but are barred | where the cheap dollar has sent the value of real estate dow 
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Invest-Loan 


Jyske Bank ffers u the possibility of greatly 
increasing the return on your capital. 


An Invest-Loan isthe latest form of investment. which gives you even 
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.. The advantages are obvious: You borrow 4 times the amount 
which you have invested in an:**Invest-Loan’” and the total: 
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highest return of the market. 
Like similar investments there are risks involved in the 
Invest-Loan. Pricé and exchange rate fluctuations can have 
a favourable or adverse impact on the: retürn; and could even 
result in a negative yield: 
Itisa question of mutual confidence - on favourable terms 
Of course-there is a reason why so many people, during the past 
20 years, have obtained a steady. return — with Jyske Bank taking the 
initative, 
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| UNITED STATES vor 
Japanese pour 
One e 

i millions into 

- ° 

US properties 

Pomin Tran in Washington 
| æa he most notable feature of Asian investment in the 
T US has been the scramble for real estate, led by the 
| @ Japanese. Japanese money is pouring into property, 


| with investors putting up US$5.5 billion (out of total direct 
_ investment of US$9.3 billion in the US), compared with 


| US$1.5 billion in 1986. - 


i 


| total close to US$2 billion in US prope 


| contributed to t 
| — Lastyear, Japanese companies paid record prices for sev- 


__ The high value of the yen against the US dollar, the pros- 
_ pect of stable exchange rates, exorbitant real-estate prices in 


| Tokyo, higher ysis in the US and changes in US tax law 


e Japanese appetite for US properties. 


eral prestige buildings. The Shuwa group bought the Arco 


7 


| Plaza in Los Angeles for US$625 million, the famous Exxon 


building in New York went to Mitsui for US$610 million, and 
in Hawaii, Kumagi Gumi, in a joint venture with two small 
US companies, began construction of the Ko Olino resort, a 
US$2 billion development potentially as large as that of 


| Waikiki Beach. Kumagi’s share is estimated at US$667 mil- 


lion. The head of Shuwa, Shigeru Kobayashi, has invested in 
rties. 
Elsewhere in the US, the Japanese have made 12 real-es- 
tate investments each valued at more than US$100 million. 
In terms of numbers and values, the Japanese far outpaced 
_ investors from other countries. The shift to real estate is part 
of a broader movement away from government securities, 
the favourites in 1984 and 1985, Of the US$34 billion net new 


| investment that flowed into the US last year, more than half 


went into stocks and direct investments rather than govern- 

_ ment securities. ý 
As Salomon Brothers pointed out in a March report, US 
-realestate has the potential to hedge against inflation the ap- 


| prosunately US$200 billion portfolio of US dollar—-denomi- 
i 


nated fixed income assets — largely US treasuries — held 
collectively by private Japanese investors. Such vast holdings 
of fixed income assets in the US are vulnerable to increased 
US inflation stemming possibly from a fall in the dollar. 
Should US inflation rise, real estate would likely outperform 
stocks and bonds and thus boost the overall return of the 
portfolio. ve 
Salomon Brothers discovered that Japanese investors 
preferred downtown office space in New York and Los 
Angeles, a fact attributable to a desire for stable real estate 
_ investment in large cities with which there are long-standing 
trade relationships. Because buyers have generally been big 
companies, acquisition of large office properties can be 
undertaken rapidly. Investors make a beeline for downtown 
property because of: unfamiliarity with large-scale sub- 
urban office development, a eens new to Japan. In addi- 
tion, the Japanese have shied away from large shopping 


centres because of the need for heavy management involve- 


ment. 

However, investors have plunged enthusiastically into 
hotel properties, as evidenced by the massive Ko Olino pro- 
ject. The Japanese have shown a preference for hotel proper- 
ties in Hawaii, a favourite destination for Japanese tourists. 


_| Among the buyers interested in hotel investment are Japan- 


ese airlines that are able to package ticket sales with hotel 
rooms. In general, the investor has retained the original man- 


own teams. è 

Salomon Brothers believe that the Japanese will remain in 
the market with US real-estate prices becoming more 
globalised in the sense that prices will become more sensitive 
to interest rates than in the past, and exchange-rate fluctua- 
tions will become more important. Investors are also likely to 
branch out into suburban locations with the downtown look, 
but they are not expected to become major equity investors 
in US retail, residential and industrial real estate. 

Although not as significant in dollar terms, the Japanese 
move into US banking has caused quite a splash. The big four 
Japanese brokers on Wall Street, Yamaich, Nomura, Daiwa 
and Nikko, are making themselves increasingly felt. After 
having established themselves in long-term US government 
bond trading, the big four eles portrayed as samurai 
on the cover of Business Week) are moving rapidly into 
stocks, corporate finance and other activities. 

Japanese brokers are winning acceptance from US corpo- 


_ rations, with big names such as IBM, Eastman Kodak and 


General Motors upping them to raise money. The invest- 
ment houses are slowly branching out. An affiliate of Nom- 
ura has bought a 50% stake for US$50 million in Eastdil 
Realty, a New York investment banking house that handles 


large real-estate deals. It was Eastdil that sold Arco Plaza to 
Shuwa. > 

Other financial institutions have also started muscling in 
on US investment houses. Sumitomo Bank of Japan has 
bought a 12.5% stake in Goldman Sachs, and Nippon Life 
Insurance has a significant interest in Shearson Lehman. 
With American brokers retrenching under severe competi- 
tion, there is plenty of scope for Japanese institutions to buy 
into Wall Street firms. In October, Wall Street’s top invest- 
ment house, Salomon, announced that it was getting out of 
the municipal bond business and laying off people be- 
cause of declining profits. The shakeout is bound to spread to 
the rest of Wall Street and Japanese companies are watching 
with interest to see what pickings are to be made. 

In more traditional areas, Japanese investment in manu- 
facturing in the US came to US$2.97 billion last year, with car 
production taking the bulk of funds. Foreign investment in 
this area increased more than 56% in value over 1985, ac- 
cording to the Commerce Department. Toyota started con- 
struction of an US$800 million plant in Kentucky, while Fuji 
Heavy Industries and Isuzu announced plans to form a joint 
venture. 

With the Kentucky plant, Toyota has six vehicle plants at 
various stages of construction or production in the US, with 
the ultimate capacity to produce more than 1.5 million cars 
and light trucks a year. Some estimates say that production 
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JAPAN FINANCIAL 
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Published Fortnightly ... 
: The Most Authoritative Newsletter Of Its Kind... 
_ We take great pleasure in introducing the JAPAN FINANCIAL 
| REPORT, a fortnightly newsletter written and edited by Richar 
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Rushed to you anywhere in the world by jet speed JAPAN 
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Hanson Uniquely Qualified... 
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achievements are well known through his stint with AP Dow nes i a 
frequent appearance of his articles in the Far Eastern Econ r 
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ASIAN INVESTMENT OVERSEAS 


could reach 2 million cars by 1989, or more than a quarter of 
US output. Honda is following in Toyota’s tracks, announc- 
ing a US$561 milion expansion of its plants at Marysville and 
Anna, Ohio. By 1991 it expects to have a total investment in 
Ohio of US$1.7 billion. 

The presence of such Japanese investments in the US, and 
the implications of them, have not failed to stirsome anxiety. 
The classic worry is that investors might precipitate a crisis if 
they decided to withdraw their holdings. The obvious rejoin- 
der is: where to? The situation is reminiscent of the 1970s 
when Arab oil money flowed into the US. Fears of a sudden 
exodus from US holdings did not materialise then, and there 
is little reason to see it happen now. 

Anti-Japanese sentiment, never far below the surface , has 
been seen in the case of some investments. Fujitsu dropped 
its bid for Fairchild Semiconductor after an outcry from Con- 
gress and some not-so-quiet opposition from the administra- 
tion; especially the Pentagon. Fairchild makes advanced 
semiconductors used in mainframe and super computers and 
a variety of Pentagon programmes. The Defence Depart- 





ment consequently opposed the link-up on security grounds, 
claiming that the sale of Fairchild would lead to a concentra- 





Japanese vehicle assembly line; silicon chip production: some US anxiety. 









biggest investor in the US, with US$325 million last year. 
South Korea has the biggest foreign steel project in the US, 
with the joint venture formed by US Steel and Pohang Iron 
and Steel to build a new steel mill. Pohang’s share of the ven- 
ture is valued at US$240 million. The state-owned Korea 
Development Bank is the major shareholder in Pohang. 

The project has stirred controversy because of the com- 
pany’s insistence On using non-union labour. The unions are 
up in arms, and protest letters have cascaded into the South 
Korean embassy in Washington. Japanese companies have 
also come under attack for the same reasons. At its Ohio 
plants, Honda decided to hire inexperienced workers be- 
cause experienced ones might have “bad habits.” This natur- 
ally caused union resentment, but the Japanese are only 
emulating their American counterparts. Japanese companies 
now employ 200,000 American workers, paying them wages 
not much higher than those in Japan, now that the yen is so 
strong. 

Hongkong’s direct investments of US$145.6 million in the 
US put it in third place. Most of the money has gone to 
California. The largest investment recorded by the Com- 
merce Department is Jardine Matheson’s US$65 million 
stake in Emett Chandler in San Francisco. Other Hongkong 
investors in California include Cathay Holdings (Cathay 


PHOTOS FINANCIAL TIMES 








tion of semiconductor production in Japanese hands. The 
fact that Fairchild was Dutch-owned had never raised the 
same fears. 

The Fujitsu case resulted in the inclusion in the trade bill 
— now in its final stages — of language which allows the ad- 
ministration to block a foreign takeover of a foreign company 
on national security grounds, such a vague concept that it 
could cover almost anything. It is not hard to. visualise a 
stream of US companies beating a path to Capitol Hill with 
such appeals in order to ward off foreign predators. 

Although Japan, through its trade surplus and invest- 
ments, attracts the most attention and resentment, the US is 
now taking aim at Asian NICs — Taiwan, South Korea, 
Hongkong and Singapore. It has dawned on the US that 
while some progress is being made on the US-Japan trade 
front, there has been little improvement in the US trade pic- 
ture with the NICs. An increasingly impatient US adminis- 





tration is telling these countries to open up their markets, re- 
value their currencies and play their part as responsible 
partners in the world economy. 

In terms of direct investment, South Korea is the second- 


Pacific Airways), Chan (Oakland Hyatt Regency) and First 
Pacific Holdings (United Bank). 

California, particularly the northern part of the state, has 
proved to be a magnet for Asian investments, because of the 
ready-made infrastructure that comes from the large Asian 
community there — some 10,000 people of Asian extraction 
work in Silicon Valley. South Korean conglomerate Sam- 
sung cited the availability of Asian-American engineers and 
managers as a principal reason for investing in northern 
California. 

The large Overseas Chinese presence in the area has 
played a key role in an investment circle. In his book The 
Chinese Connection Michael Goldberg notes the importance 
of family ties in drawing investment to California. An unex- 
pectedly important factor was the connection between edu- 
cation and real estate investment overseas — a connection 
following directly from the desire to invest, if possible, in 
conjunction with the location of family members abroad. 
One of the reasons for investment in Canadian real estate 
was the large number of Hongkong students who had at- 
tended Canadian universities. [8] 
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Islands of Opportunity 


influx of Japanese investment in the United States. 
The most apparent have been acquisitions of Ame- 
rican real estate, from apartment blocks in New York-to | 
office buildings in Los Angeles to resort hotels in Hawaii. 


T: last two years have brought an unprecedented 


Fuelled by their country’s trade surplus and the rising | 
value of the yen, the Japanese investors have moved so | 
quickly that American observers have been hard-put to | 
tabulate all their o Preliminary reports put the | 


total of Japan’s US real estate acquisitions through the 
early months of this year at upwards of US$6 billion. 
The reports noted that the investments seemed concen- 


trated in California and New York, the country’s two | 


most populous states, and in Hawaii, whose ap- 

proximately 1 million residents make 

it 39th among the 50 states in popula- 

tion. 
Then, late this summer, Kenneth Le- 

venthal & Co., a Los Angeles account- 


ancy firm specialising in real estate de- prepared by lands. Says Takayuki Furuta, who heads. 
velopments, produced an estimate bas- Bill Wood | Hawaii operations for Tokyo-based _ 
ed upon its own extensive involve- | | Kumagai Gumi, now the state’s largest- 
ment in Japanese joint-venture invest- | | builder. “We feel especially welcome 

ments. Leventhal put Japan’s stake in ne N | in Hawaii. The government and bu 
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Bret! Upnchiara 


US real estate at US$13.3 billion, of which 40% 
was in Hawaii, 31% in California, and 18% in New 
York. 

Although the Leventhal estimate was made primarily 
for internal consumption and does not purport to de- 
scribe the full scope of Japanese activity, it serves to illus- 
trate the important role Hawaii has played in Japan's 
heavy overseas investment. 

Most Japanese investment in Hawaii has gone into 
resort pope As a result, Japanese investors now’ 
own about 27% of the state’s 66, 000 hotel rooms. New | 
resort developments in which Japanese investors have 
full or partial interests will increase this share to over 
35% and include some of the most luxurious hotels in 
the islands. 

It has been more than the super- 
charged yen and the growth prospects of 
| Hawaiis premier tourist industry that has- 
attracted Japanese investors to the is- 





‘from an agrarian to a 


_ to promote business development. 


=- Economic Development. 


_ become more aggressive 
= in seeking development 


_ HAWAII ADVERTISEMENT SUPPLEMENT 


ness community are very supportive of foreign invest- 
ment.” 

The support is no accident. Business development is 
a cornerstone of the administration of John D. Waihee, 
who took office last December as Hawaii's fourth gover- 
nor. The state legislature has also become more busi- 
ness-orientated by alleviating state taxes 





that cater to tourists, or indirectly in the thousands of ser- 
vice concerns that support the industry. The growth of 
tourism is primarily responsible for a more than tripling 
of employment in the service industries since 1959 anda 
similar gain in the wholesale and retail trades, making 
these the state’s fastest-growing industries. With an 
average daily visitor census of nearly 





on exports and capital goods purchases, 
overhauling the state’s income tax laws, 
paring statutory employee benefit costs, 
and establishing a cabinet-level function 


“Today, we truly create jobs for to- 
morrow,” said Governor Waihee at a re- 
cent technology park groundbreaking 
ceremony near metropolitan Honolulu. In 
making economic diversification a major 
goal of his administration, the governor 
has opened the door for outside invest- 
ors, both US and foreign. “It is not the 
origin of an investment dollar which 
makes it good or bad,” says the governor. “What 
is important is how the money is invested. What 
we want and need is long-term investment that will 
stimulate our economy and create jobs with opportu- 
nity.” 

Heading the state’s diversification programmes is 
Roger Ulveling, director of the newly reorganised De- 
partment of Business and 


“State government has 


in a focused, targeted 
way,” he says. 

Since it became the 
50th American state in 
1959, Hawaii's economy 
has changed dramatically 


modern industrial base. 
The gross state product 
has soared from US$1.6 
billion in 1959 to an esti- 
mated US$18 billion in 
1987. 

Tourism has been the 
major propellant for this 
growth. The industry 
counted just 243,000 vi- 
sitors in 1959 who contri- 
buted US$109 million to 
the new state’s economy. 
By last year, the visitor 
count had swelled to 5.6 
million and visitor expen- 
ditures to US$5.8 billion. 
Hawaii's tourist industry 
now employs about 
one-third of the state’s 
450,000 workers, either 
directly in the hotels, en- 
tertainment, transporta- 
tion and retail businesses 








Governor John Waihee: focus on business. 


150,000, in effect, a high-spending 15% 
addition to the resident population, the 
tourists have become a productive market 
for a broad range of retailing and other in- 
dustries. 

But tourism’s meteoric rise, and the 
concurrent plateauing of the traditional 
agricultural industry, sugar, have still 
left Hawaii with a relatively narrow econo- 
mic base. Behind tourism in importance is 
federal spending — chiefly through the 
major military installations near Hono- 
lulu — and manufacturing, construction 
and a rapidly diversifying agricultural 
industry that is finding new uses for the state’s farm- 
lands. Macadamia nuts, papaya, guava, coffee, and a 
variety of other crops suited to Hawaii’s mild semi- 
tropical climate have emerged as promising supple- 
ments to the traditional sugar and pineapple indus- 
tries. 

The state is now pushing hard to develop new tech- 
nology-based industries 
to expand its economic 
base. It has already 
achieved world stature as 
a laboratory for the de- 
velopment of alternate 
energy sources and, 
utilising its high moun- 
tains and crystal-clear at- 
mosphere, Hawaii has 
emerged as an interna- 
tional centre for as- 
tronomical research. 
Moreover, the warm, un- 
polluted waters and year- 
round summer climate of 
the islands have spawned 
a thriving aquaculture in- 
dustry. 

Capitalising on Ha- 
waii’s central location, its 
political and economic 
stability, and its excellent 
transportation and tele- 
communications links 
with Pacific Rim coun- 
tries, both American and 
Asian companies are in- 
creasingly using Hono- 
lulu as a regional centre 
for their Pacific-wide ac- 
tivities. Hawaiis multi- 
ethnic workforce, with its 
blend of Pacific-Asian 
cultures and languages, is 
a further attraction to 
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‘Take a good look at Hawaii, 
and you can’t miss Amfac. 


We're Hawaii’s largest company (1986 sales 
$2 billion US), one of its oldest (138 years) 
and its most diversified developer. 

Our Hawaii developments range from 
resorts (e.g., the renowned 1200 acre 
Kaanapali Beach Resort) to agriculture 
(e.g., our experimental cocoa bean joint 
venture with Hershey). 

All told, we manage 56,000 acres of owned 
land and 95,000 acres of leased land, and 
we're exploring agricultural “futures” on 
many of them. 

What’s more, were Hawaii’s largest whole- 
sale distributor, its largest retailer (Liberty 





House) and its largest private employer. 

In sum, we know Hawaii, and we know 
how to work with companies, groups and 
individuals to develop profitable businesses 
throughout Hawaii. 

If that prospect interests you, let’s talk. 
Call or write Richard Griffith, Chairman, 
Amfac Hawaii, 700 Bishop St., Honolulu 
96813, (808) 945-8111. 

If you’d like more information about 
Amfac, write Ronald Sloan, President and 
Chief Executive Officer, Amfac, Inc., 44 
Montgomery St., San Francisco 94120. 

We look forward to working with you. 














multi-national businesses. So, too, is the 
quality of Hawaii’s workers. “We couldn't 
find a better labour force anywhere in 
North America or the Pacific.” says 
Thomas Moore, managing director of In- 
telect, a manufacturer of air traffic | 
= control equipment and one of Hawaiis | 
< growing number of high-tech compan- 
jes. 

One reason the Waihee administration 
has launched its business and commercial 
development initiative is to better chal- 
lenge the state’s comparatively young and 








Private and state-assisted economic 
development agencies have been estab- 
lished at both the state level and in each of 
Hawaii's four counties to assist in these ef- 
forts. “We need higher-paying, more chal- 
lenging careers for our youth,” says the 
governor, “careers that will offer them 
more choice.” 

The state has focused its development 
efforts on certain industries. Most are 
selected to capitalise on existing re- 
search and commercial capabilities. The 
list includes alternate energy develop- 











well-educated workers. The state’s shift to 
lower-paying, service orientated jobs has meant a slower 
- growth-rate for per-capita personal income. To reverse 
+ this trend, the governor has pledged increased state sup- 
‘port to attract new industry. 

The University of Hawaii, a nine-campus, 40,000- 
student higher educational network that spans the state, 
is reshaping some of its programmes to assist private in- 
dustry in its research and training needs. A joint pro- 
gramme sponsored by Castle & Cooke, a leading 
Hawaii company, and the famed East-West Center in 
Honolulu is funding instruction of Hawaii’s schoolchild- 
ren in the languages, customs, politics and economies 
of Pacific Rim countries. 









» Honolulu waterfront: gross state product growth. 











MAGRAN by Andy Tang: 





=i 


ment, ocean sciences and aquaculture, 
biotechnology, finance and financial services, light 
manufacturing for import substitution and for the com- 
puter and electronics industries, optical and other 
technical instrumentation, and the film industry, which 
is already a US$60 million a year business in Ha- 
waii. 

“If our high-tech and other new industries provide 
challenging jobs for our young scientists, engineers, 
technicians and other workers so they can stay at 
home rather than being forced to seek their future 
elsewhere, then the promotion and development of 
these industries will be worth the effort,” says Governor 
Waihee. @ 
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The new Mililani Technology 
Park is under construction in 
central Oahu. It is a 256-acre 
project of Castle & Cooke's 
land development subsidi- 
ary, Oceanic Properties. 
Mililani Technology Park 
is a part of Mililani Town, 
an award-winning, master- 
planned community also 
developed by Oceanic 
Properties. 

Mililani Town already 
provides an ideal location 
for 26,000 homeowners. 
Our Hawaii location can also 
provide advantages for many 
high technology enterprises. 


Profit Points 

— Did you know? — 

e Hawaii has a strong base of 
skilled & semi-skilled labor. 


e Hawaii has a strong work ethic. 
A recent survey ranked Hawaii 


Mililani Technology Park 


Hawaii just broke new ground 
for your high technology business. 










4th in the nation in labor non-stop direct flights availabl 
productivity. to 17 cities in the Asia/Pacific 





e Hawaii has no unitary tax. region. 


Pawar canke ated US. in ° Mililani Technology Park is 
a pane ee within a half hour's drive of the 


University of Hawaii, Honolulu 
International Airport and major 
military installations. 









percentage of college-educated 
individuals in the work force. 
e University of Hawaii electrical 
engineers are heavily recruited 
by Hewlett-Packard, Motorola, 


Burroughs, Boeing, TRW and Hawaii 


Hughes. 


e The University of Hawaii ranks Works 
Beauti 














among the top 25 universities in 
earth, ocean, and physical 
sciences, based on federal 
research funding. 

e AT&T and GTE are presently 
laying a 40,000-circuit fiber 
optic cable from the U.S. west 
coast through Hawaii to Japan. Contact: 





This cable will be connected to Mililani Technology Park 
Mililani Technology Park. P.O. Box 2780 

e Honolulu International Airport Honolulu, Hawaii 96803 
is serviced by 29 airlines with U.S.A. (808) 548-4885 


MANE 


Technology Center for the Pacific 





AQUACULTURE 


Bright future for 
fish rearing 


quaculture is one of Hawaii’s oldest industries. The 
leeward shores of the less populated islands still bear 
- remnants, of the man-made fishponds used by ancient 


Hawaiians to raise food from the sea. Today, modern | 


technology has teamed with Hawaii’s abundant natural 
resources to produce one of the state’s most promising 
industries. 

George Lockwood, president of Hawaiian Abalone 
Farms, came to Kona, on the island of Hawaii, five years 
ago in search of ideal conditions to grow abalone. 
Lockwood and his partners had spent 12 years research- 
ing commercial abalone production in California, but 
requlatory and other problems there stopped them from 

developing operations. One of the technical problems 
was the growing of kelp, a seaweed that is an essential 
food for abalone. 

Kona proved a much more hospitable production 
site. With state help, Lockwood located his abalone 
“farm” on 8 ha in the Natural Energy Laboratory of 
Hawaii, a state facility created more than a decade ago to 

develop electricity through the thermal conversion of 
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seawater. The NELH operates a 
pumping system that brings water 
from deep offshore to onshore 
aquaculture facilities. Lockwood 
found the cool water “the purest 
seawater I have ever seen,” not 
only suitable for abalone rearing 
but also for other aquaculture. 

Hawaiian Abalone Farms is 
now growing abalone for sale to 
gourmet restaurants in Hawaii 
and is expanding distribution to 
the mainland US. By the early 
1990s, Lockwood expects to have 
production sufficiently develop- 
ed to enter the Japanese sushi market, which he es- 
timates is a US$250 million-a-year seafood business. 
The entrepreneur’s goal is to capture a 20% share of the 
market. 

Adjacent to Hawaiian Abalone Farms are the open 
trenches and production buildings of Cyanotech. It, too, 
uses the pure seawater from the Natural Energy Labora- 
tory. Cyanotech produces protein-rich algae which it 
processes and sells throughout the US to the health foods 
industry. The algae is grown in 5 ha of shallow, open 
trenches fed by the seawater. The Kona coast’s warm, dry 
climate and virtual year-round sunshine are important 
factors in the company’s rapidly expanding production. 

Both of these aquaculture companies are located in a 





Cyanotech production: alga 
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rapidly developing marine-based 
industrial complex. Construction 
began in 1986 on the Hawaii 
Ocean Science and Technology 
(HOST) Park, a state-funded faci- 
lity aimed at establishing Hawaii, 
and the Kona coastin particular, as 
a world centre for aquaculture and 
marine-related industries. The 
park’s superb environment and 
natural resources are enhanced 
by its location next to the state’s 
Keahole Airport, which has direct 
flights to other Hawaiian islands 
and the US mainland. 

But Kona is only one of Hawaii's budding aquaculture 
centres. The rural north shore of Oahu, the state’s most 
populous island, houses a number of commercial ven- 
tures. The largest is Marine Culture Enterprises, a high- 
technology aquaculture enterprise owned by New York— 
based W. R. Grace & Co. and Chicago’s F. H. Prince & 
Co. This 6 ha facility produces about 4,400 kg of shrimp 
a week for distribution to restaurants and markets in 
Hawaii and the US mainland. 

“For many kinds of aquaculture production, Hawaii 
offers one of the best locations in world,” says abalone 
farmer Lockwood. “With its warm water, sun and other 
natural assets, including location, it has the capacity to sup- 
port an industry that could serve the entire Pacific Rim.” + 
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HI-TECH 


Specialised focus 3 
for technology 


H awaii has no illusions about becoming another Sili- 
con Valley. A late entrant in the fiercely-competitive 
race to attract high-technology industry, Hawaii is focus- 
ing its recruitment on small segments of the market. “For — 
the right kinds of companies, Hawaii offers some out: 
standing attractions,” says Craig Slayter, general man- 
ager of the Honolulu-based Pacific division of Phoenix. 
Technologies, one of the computer industry's leading 
software manufacturers. : 

Slayter’s division produces peripheral equipment soft- 
ware for major computer manufacturers in Japan and the 
United States. Because of the nature of its products, dis- — 
tance from major markets is no serious consideration. In — 
fact, says Slayter, Hawaii's location midway between the 
world’s chief computer rivalsis a decided advantage. “Be- _ 
cause of the time zones, we can communicate with cus- 
tomers on both sides of the Pacific in the same day. They — 
like dealing with an Hawaiian company. Both the Japan- E 
eseand the mainlanderssee usasa kindofneutralground, 
and that’s important in our competitive industry.” 

Tom Moore, managing director of Intelect, agrees k 
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about Hawaii's geographical advantage. This Honolulu 
manufacturer of sophisticated air traffic control and air 
defence equipment serves customers worldwide. The 
equipment is compact and produced in relatively small 
quantities. Says Moore: “We're a high-quality, not a 
high-quantity business. ” 

Hawaii's quality of life and its workforce, as much as 
its central location, brought Intelect to Honolulu more 
than 10 years ago. “I've run plants in Southeast Asia and 
on the US mainland, and I've never found a quality of 
workers to match our people in Hawaii,” says Moore. 
“They may be the most skilled and dedicated employees 
in the world.” 

To help attract companies like Intelect — relatively 
small, light manufacturers of sophisticated products — 
Hawaii now has three light industry parks designed for 
technology-based businesses. One is the 103 ha Mililani 
Technology Park just outside metropolitan Honolulu; 
another is the 120 ha Maui Research and Technology 
Park, close to some of Maui's best-known resorts. The 
third is the 220 ha HOST park on the island of Hawaii. 
Augmenting these facilities are other, more general pur- 
pose industrial parks on other islands. ® 





Groundbreaking at Mililani Technology Park: good workers. 





KP 











ENERGY 


Generating power from renewable resources 


I: the mid-1970s, as it suffered through the energy 
crisis, Hawaii set a goal of becoming self-sufficient in 
electricity. The current low level of world oil prices has 
slowed progress toward similar aims in other locations, 
but not in Hawaii, where the need has lost none of its 
urgency. And, for an island state 4,000 km from the 
nearest land mass and 15 years ago almost totally depen- 
dent on imported fuel oil, Hawaii's accomplishments are 
noteworthy. They are indicative of the bountiful natural 
resources available in the islands 
for alternate energy production. 
At the peak of the latest 
eneray crisis, in the early 1980s, 
Hawaii had continuing experi- 
ments in the use of five renew- 
able power sources: solar, wind, 
biomass, geothermal and ocean 
thermal energy conversion. The 
research programmes were 
centred on the island of Hawaii, 
the largest and southernmost in 
the Hawaiian chain. Despite the 
reprieve on oil prices, and reduc 
tion of federal funding for alter 
nate eneray research, the “Big Is- 
land” is today less than 60% de 
pendent on oil as a source for 
electrical power. The rest of its 
electricity is generated from 
biomass —— in this case the burn- 
ing of residue left from sugarcane 
processing — geothermal energy 
from the isiand’s two active vol 
canoes and hundreds of wind 





Oahu windfarm: power from the air. 


machines that catch the tradewinds that perennially 
sweep all the Hawaiian islands. 

Nor has the development of energy alternatives been 
limited to the island of Hawaii. On Oahu, the electric util- 
ity, Hawaiian Electric, has developed a windfarm on the 
island’s breezy northern shore that now includes the 
largest operational wind machine in the world, a giant 
3,200 kw, 66 m high apparatus that alone generates 
enough electricity to supply 1,140 Oahu homes year-round, 

An important part of energy 
development activities in Hawaii 
are studies to connect the state's 
major islands with deep ocean 
power transmission cables that 
will allow electricity generated by 
the ample geothermal and other 
sources available on the island of 
Hawaii to be exported to other is 
lands in the chain. Once such 
transmission is economically feas- 
ible, the Big Island can share its 
fuel-saving resources with its 
northern neighbours. 

State and private industry offi 
cials believe that if and when 
world oil prices increase, or when 
alternate energy production costs 
decrease, Hawaii's achievements 
in energy self-sufficiency will grow 
dramatically. In the meantime, 
the state continues to be the 
Pacific’s leading laboratory for 
energy research and develop 
ment. @ 
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FIRST HAWAIIAN BANK. 


THINK OF US 
AS YOUR FRIENDLY 
NEIGHBORHOOD BANK: 
WITH THE 
PACIFIC BASIN 
AS A NEIGHBORHOOD. 


Financial strength and consistency. 

With consistent attention to asset quality, 
First Hawaiian Bank has posted 22 consecutive 
years of record earnings. 

The record speaks for itself. 


Stability that spans 130 years. 

We've seen our clients through the best 
of times and the worst of times and come out 
stronger for all the challenges. Whatever the 
economic winds may bring, as the oldest bank 
in Hawaii, we will continue to be a positive force 
for another 130 years. 


Matches made in Paradise. 

By providing high quality international 
banking services, we draw a very distinguished 
clientele. Upon request, we are able to bring 
quality businesses together for successful 


ventures in Hawaii. If you’re an investor in search 
of the right project or a developer in search of the 
right investors, you want to deal with the same 
level of excellence, as well. 


A wide range of International Banking services. 
Whatever your business is with Hawaii, 
you need an international banker with strong 
Pacific connections. 
First Hawaiian Bank can provide sophis- 
ticated trade financing, letters of credit, foreign 
currency trading and Eurodeposit services. 


24-hour banking. No matter when your day begins. 
With offices strategically located across 

the Pacific, the business day never ends at First 

Hawaiian. Our strength is available at any time 

from any office, which means your financial 

strength is enhanced as well. 











MEMBER FEDERAL DEPOSIT 


Works fra INSURANCE CORPORATION 
Beauty ; With offices in Hawaii, Guam, Tokyo 
< Fa Hong Kong, Grand Cayman. 


For further information on our international Banking Services, contact: 
TOKYO Peter Onodera, Japan Representative Office, Room 237, Ohtemachi Building, 6-1 Ohtemachi 1-Chome. Chiyoda-ku, Tokyo 100, Japan / Telephone: (03) 201-6081 / Telex: 127572 FHBTOKYO 
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yet to come with leasing. 
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Yacht racing in Hawaii: international standing. 


SPORT 


New encouragement for 
international events 


H awaii has perhaps the best weather in the world, soit 
is no surprise that residents and visitors are recrea- 
tion- and sports-orientated. The state abounds with 
sparkling beaches, inviting waters and exhilarating ex- 
periences for even the most adventurous sportsman. 

The state regularly attracts many of the world’s pre- 
mier watersports events. Sunset Beach and the “Banzai 
pipeline,” on Oahu’s north shore are legendary names in 
surfing, and Hookipa Beach on Maui has become the 
Mecca of the fast-growing international windsurfing set. 

Nor are the sports limited to water. The Honolulu 
Marathon now attracts thousands of entrants each De- 
cember from around the globe, and the Iron Man 
Triathalon, a gruelling day-long event held every Oc- 
tober along the Big Island’s Kona-Kohala coast, has 
achieved similar fame. 

Earlier this year, Hawaii began to establish itself as a 
site for international sailing competitions. The objective 
was the renowned America’s Cup races, the ultimate 
contest for yachtsmen. The winning American yacht 
Stars and Stripes and other US entrants in the last race, 
held early this year off Western Australia, trained in the 
similarly challenging waters off Hawaii. Despite the excel- 
lent sailing conditions, the bid to host the next races, 
scheduled for 1990-91, ultimately failed because the de- 
fender, the San Diego Yacht Club, controlled the site 
selection and chose to hold the commercially lucrative 
event in its own city. 

Nonetheless, Hawaii's bid, a well-coordinated state 
and private industry effort, came close to succeeding and 
established the state as a top contender for other interna- 
tional yachting events. More importantly in the eyes of 
Governor John Waihee, the director of the Department 
of Business and Economic Development Roger Ulveling, 
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and others who participated in 
Hawaii's bid for the America’s Cup, 
the effort galvanised the state’s public 


overseas business development. “It 
was an exercise that is going to pay big 


ernor. “It helped show us what can be 
accomplished when government and 
private industry work closely together 
for a common goal.” 

It is expected that sport in Hawaii 


health- and recreation-conscious world 
population. The state’s newest luxury 
hotels are stressing recreational facili- 


golf courses, tennis complexes, health 
spas and water activities. One theme of 
the tourism industry's promotional 
programmes is now to portray Hawaii 
as an adventuresome recreational experience that offers 
a vast range of sporting and cultural opportunities. 

To capitalise on the state’s new emphasis on interna- 
tional sports, the Gentry Companies, one of Hawaii’s 
leading real estate developers, is planning a sporting 
complex on the island of Hawaii with facilities designed to 
house Olympic events and training activities. An ambiti- 
ous scheme that may cost an estimated US$225 million, 
the plan illustrates just one of the new goals that Hawaii 
has now set for itself. @ 


Tom Marin 


SPACE 


Hawaii reaches 
for the skies 


M auna Kea means “white mountain” in the Hawaiian 
language, a name given to it by the Polynesians 
who in habited the sprawling big island of Hawaii, be- 
cause in winter, the mountain’s 4,500 m summit is co- 
vered by snow. Today Mauna Kea is the site of one of the 
world’s foremost centres of astronomical research. Bri- 
tish, French, American and Canadian scientists operate 
observatories there. 

Dr Gerard Lelievre of France is executive director of 
the Canada-France-Hawaii Telescope Corp., a joint 
research enterprise of Canadian, French and Hawaiian 
scientific institutions. The organisation operates an ob- 
servatory on top of Mauna Kea and a laboratory and ad- 
ministrative centre in the town of Waimea, at the moun- 
tain’s base. 

“Aside from its astronomical attractions, Which are 
without equal in the world, Hawaii is an ideal place for al- 
most any scientific activity,” says Dr Lelievre. “It’s ideal 
from the standpoint of physical environment as well as lo- 
cation. You can travel and communicate better from here 
than from almost anywhere else.” 


and private sectors in the pursuit of — 


dividends in the future,” says the gov- — 


will develop steadily with the reputa-: 
tion it is gaining among an increasingly — 


ties that include championship-class — 


Canada-France-Hawaii regularly transmits by micro- _ 


wave the heavenly images captured by its telescope to its 


base. 
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lop a commercial 
satellite-launching 
facility and related 
activities. 
-Acentral finding 
{ the study is that 
ertain locations in 
— espe- 
thinly 
stretch 
the 
southern shore of 
island — 
ffers the best loca- 
tion in the US for 
launching satel- 
lites. From the 
area, 

























satellites can be 
launched with 
either a polar or 
eqüatorial trajec- 
tory——acharacteris- 
tic found. nowhere 
ise in the US, 

The study has 
brought interest 
from major US 
aerospace and sa- 
ellite communi- 
cations companies. 
Because of the 
slowdown in the 
US space program- 
me following the 
explosion of the 
Challenger space 
shuttle, and sub- 
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in Waimea, from 
where the pictures are — 
layed by satellite. to 
supporting: institutions in 
France and Canada. Bri- 
tish and» American 
earchers, who have their 
bases either in Waimea or 
on the opposite side of 
auna Kea, in the city of 
Hilo, operate similarly. As- 
tronomy has become a 
major scientific industry for 
awaii, but it may be only 
the beginning of the is- 
nds’ importance in space 
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Hawaii recently released the results of a study of the 
state conducted by Massachusetts-based technology and 
management consultants Arthur D. Little, evaluating 
Hawaii's potential for space-related activities. Hawaiian 
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Observatories on Mauna Kea: advantages for satellites. 


-sequent technical prob- 


Jems, 


that 


these companies 
have experienced serious 
disruption in their com- 
mercial and scientific satel- 
z lite-launching 

-The Hawaii space-related 
-activities programme is de- 
-signed to reach this private 
industry market. 

The study estimates 
implementation of 
all space-related activities 
would create. up to 3,000 
“jobs in the construction 
phase and as many as 
4.850 operational 


















schedules. 


posi- 


tions. More importantly for the state as a whole, the new 

industry would create many supporting businesses. 
Governor Waihee has appointed a private and public 

sector commission to lead in the development of 
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Hawaii's space- 
related activities, 
and pledged the 
full support of his 
administration to 
the development of 
the industry. 

With the deve- 
lopment of the 
industry, Hawaii’s 
economy would 
make a leap to- 
wards the diver- 
sification that is 
the goal of 
the state’s political 
and business lead- 
ers. “Pursuing a 
stronger space fu-. 
ture for Hawaii 
is not a pipe 
dream, it is a 
reality,” says Ro- 
ger Ulveling, the 
states — business 
development di- 
rector. “It is al- 
ready occurring 
through the state's 
established role 
in astronomy, sa- 
tellite monitoring 
and telecommuni- 
cations. We are 
now committed ta 
expanding that role 
to. place Hawaii 
in-a position of in- 
ternational. leader- 
ship in the devlop- 
mënt: -of mars 


spare frontier.” + 
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Big capital 
danger in 
small market 


By Hamish McDonald in Sydney 


sian investors, lead by Japanese institutions and 
A Hongkong-based funds, have become significant 
forces in Australian financial and property markets. 
Although overall it can be said that Asia is still familiarising 
itself with Australia, it seems inevitable that the country will 
attract a growing portion of Asian capital outflows both in its 
own right and as diversification from the US. 

The size of the Australian economy relative to the volume 
of Asian savings will almost certainly add a touchy political 
dimension to the investment flow, which will require careful 
attention by both investors and Australian authorities. This 
will be particularly acute in property, as a recent backlash 
against foreign (Asian in particular) investment in residen- 
tial-property has showed. 

“Japanese capital represents a danger to the Australian 
market because the market is so small,” warned director 
Bung Ishizaki of Japan’s ELE Development Co., which re- 
cently began a large investment programme in Australian 
property. “Foreign money sent the Hawaii property market 
crazy and we must be aware of that danger here.” 

The clampdown on residential-property investments 
came in late September after a sudden property boom, par- 
ticularly intense in Sydney prime suburbs where values in- 
creased by more than 50% in a few months. Although 
domestic factors were behind much of the buying strength — 
interest rates coming down, exemption of owner-occupied 
dwellings from capital gains tax — foreign investors certainly 
descended in force. They included many New Zealanders 
and South Africans, but it was the Asians who stood out. 

Three Japanese travel agencies were running “see and 
buy” tours for wealthy individuals to buy an Australian home 
on their holidays. Accounts circulated of Japanese visitors 
buying properties without getting out of their cars, of offer- 
ing prices crazily in excess of market values — the “rationale” 
being that Sydney was an “undervalued” city by comparison 
with other major Western centres. For those Japanese priced 
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out of their own home market, Australia provided a chance 
to own their own bit of land. 

Many of the Asian faces at Sydney auction rooms were in 
fact those of people already residing in Australia, or of Over- 
seas Chinese rather than Japanese. Real-estate purchases in 
Perth had a particular Singapore-Malaysia flavour, given the 
increasing number of professionals who are almost semi-resi- 
dents because of business ventures or children studying in the 
city. Most of the Sydney buying was concentrated in the top- 
value suburbs (the Japanese on the North Shore near the Ja- 
panese school and favourite golf courses, the Chinese in the 
Eastern Suburbs), and was thus well up towards the 
A$600,000 (US$390,000) ceiling then imposed for residential 
property free of Foreign Investment Review Board (FIRB) 
scrutiny. 

The foreign investment surge probably had only an incre- 
mental impact on prices overall, and concentrated at the 
wealthy end of the market at that. This did not stop some 
emotive press coverage suggesting that foreigners were pric- 
ing Australian housing out of the range of local people. (The 
weekly magazine The Bulletin had a cover picture of a giant 
pair of chopsticks hovering over a Sydney suburb.) Treasurer 
Paul Keating responded by imposing a virtual ban: all foreign 
purchases of developed residential property would require 
FIRB approval, which would be given only to Australians 
abroad, approved intending immigrants and foreign com- 
panies buying executive housing. 

Although the reaction did have its xenophobic or even rac- 
ist tinge, the prospect of Australian property becoming 
another Japanese craze like frill-necked lizards did perhaps 
require a touch of the reins. The result for the time being is 
that this major individual-level component of investment 
from Asia has been restricted. 

Some avenues remain open, however. Urban land may 
still be bought and developed. And if buying a house was 
seen as a prelude to migration, it was no more than a personal 
familiarisation, winning no particular points for a residential 
visa. Sending a family member under the business immigra- 
tion scheme is about the only way to “buy” your way into 
Australia. 

Guidelines for approval set A$500,000 as the minimum 
business capital for an enterprise, or A$150,000 for entre- 
preneurs with particular skills in demand. In addition, the 
migrant would have to bring sufficient capital to set up a 
home for himself and family. Some 3,500 business migrants 
entered Australia in the year to 30 June 1987, almost double 
the number of two years earlier. Following a review of im- 
migration policies, these guidelines will probably be 
loosened to attract a wider spread of business and profes- 
sional talent. Under one proposal, candidates will not be ob- 


79 


liged to submit detailed business plans but will be given a con- 
ditional residential visa allowing two years to develop and 
implement an investment scheme. 

Keating’s decision on housing has been the only step 
backwards in a steady opening of the door under Prime 
Minister Bob Hawke’s Labor government, encouraged of 
course by a massive current-account deficit which needs to be 
financed. Since July 1986, foreigners can buy more than 15% 
of manufacturing concerns without having to find local 
partners or prove economic benefit. The previous 50% local 
equity rule for hotels and other service industry property in- 
vestments was abolished, and rural properties up A$3 million 
could be freely purchased. Up to 50% of developed non-resi- 
dential property may be foreign-owned. 

Japanese institutions took a strong position in Australian 
Government bonds five years ago. Since then, depreciation 
of the Australian dollar against the yen has provided some 
painful moments for fund managers, 'eading to a sell-off in 
mid-1986. But with its strong base and sound long-term pros- 
pects, Australia remains one of the few safe alternatives to 
US paper. Holding about A$3 billion in Austra- 
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-ofits overseas portfolio in Australian securities, half govern- 


ment bonds and half corporate shares. So far only Daiwa 
Securities has set up a specialised Australian fund. After its 
launch in March 1986, the fund endured some bad moments 
with the Australian currency crisis midway through last year, 
but did well in the 1987 bull run on both share price and cur- 
rency fronts. Several other new funds are being considered. 

Australian stockbrokers Ord Minnett and Bain and Co. 
have sent representatives to Tokyo to seize a share of this 
growing source of investment, while at least one European 
broker is planning to send a Japanese-speaker to Sydney to 
provide on-the-spot promotion and advice. Since the very 
sharp plunge in the Australian sharemarket from 20 Oc- 
tober, Japanese investors appear to have held their positions, 
and some have even gone bargain-hunting among resource 
stocks. 

Taiwan has yet to be cracked as a source of investment, 
though a growing tourist stream could encourage placement 
of funds. Hongkong’s interest in Australia is based on’a 
sound knowledge of the Australian scene by fund managers, 
channelling savings from Europe and North America as well 
as Asian markets. The growing band of Australian com- 








lian securities, the Japanese institutions are 
thus a continuing force in Australian capital 
markets. Australia stands to benefit from the : 
recent decision of the Japanese Ministry of Fi- iif inu 
nance to let life insurance companies and trust |27; =~ 
banks raise the foreign proportion of their ag =" 
portfolios from 10% to 30%. 

An extension into Australian property was 
heralded when Nippon Life Insurance sent its 
first property mission to Sydney and other cities 
in August. Japanese companies have so far 
been notable in new developments — Kumagai 
Gumi leading with about A$3 billion worth of 
projects — and tourism-related properties. 
Over the past two years, about A$8 billion 
worth of projects and purchases have involved 
Japanese companies, though the actual capital 
inflow has probably been about A$1 billion a 
year, with the remainder of capital raised loc- 
ally under Japanese guarantee. From Sydney 
north through the Gold Coast to Cairns, Japan- 
ese companies have taken major stakes in 
hotels, golf courses, shopping centres, offices, a 
university, a medical centre, casinos and an 
oceanarium. 

Japanese equity investments have tradition- 
ally been linked to resource suppi Steel com- 
panies and trading houses took minor positions in iron-ore 
mines in the early 1970s, and in the 1 -81 energy boom 
traders and power companies took stakes in coal, uranium 
and synthetic oil projects. From early this year, Japanese in- 
vestors have shown a strengthening interest in the Australian 
share market as passive investors. 


terest has centred on blue-chip mining stocks such as 
CRA, MIM, and Western Mining. With the listing of 
stocks such as Pacific Dunlop and National Australia Bank, 
familiarity with the major names on the industrial share list 
has been growing. Estimates of Japanese total investment in 


Aes is still largely seen in resource terms, and in- 


Australian equities run around A million. Japanese in- 
vestment trusts, according to the Japan Securities Dealers 
Association, held about 2.2% of their ¥740 billion (US$5.28 
billion) portfolio of foreign equities in Australia. This puts 
this sector's Australian pinge at about A$160 million. In ad- 
dition would come holdings by life insurance companies, 
trust banks, and direct investments. 

Representatives of Japanese brokers in Sydney said Aus- 
tralia had benefited from a pronounced diversification out of 
US share markets in the months before the October crash. 
One unnamed trust bank was rumoured to have about 12% 
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panies listing in Hongkong itself brings some of the world’s 
racier entrepreneurs and investors into direct contact. 

Several Australian brokers such as J. B. Were and Son 
and Bain and Co. have offices in Singapore, where investors 
have a high degree of familiarity with Australia. Khoo Teck 
Puat, Robin Loh and Jack Chia have long been familiar 
names in Australian business circles, though the men them- 
selves have been rather reclusive. Following them have been 
a large number of small- and middle-ranking businessmen 
seeking to diversify out of saturated local markets. The Bank 
of Singapore (Australia), locally listed subsidiary of the 
Overseas Chinese Banking Corp., has taken up the long- 
standing investment banking and nominee services run by 
OCBC in Australia. 

Typically, said Bank of Singapore chief John Ormond, 
the Asean-region investors looked for going concerns with 
sound management, income streams and assets rather than 
“blue sky” propositions. Equity taken up was often around 
25% , enabling profits to be equity-accounted with their main 
business, and typical outlay would be about A$10 million. 
Listing, or the potential to list, was a bonus point in that it 
gave a deeper market. Investments made or brought close to 
settlement in the six months to October totalled A$100-150 
million, most coming from Asean countries. oO 
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contribution to understanding this dynamic 
region,” 
Robert Hormats, Director, 


Goldman Sachs International, New York. 
“With this book Anthony Rowley, one of 


Asia's most experienced financial journalist 


meets.a long-felt need for a definitive report, 
on Asian stock markets.” 

J. Mark Mobius, President, 

International Investment Trust Company, 
Taipe, 


“A very. readable and important book. 


Securities markets are only now being 


recognised as a principal source of domestic 
and foreign financing to help solve the 
developing-country debt crisis and to renew 
growth, Anthony Rowley deserves applause 
from the financial community for producing, 
one, if not the first. booken this subject.” 
David Gill, Director, 

Capital Markets Department, International 
Finance Corporation, Washington D.C. 
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HONGKONG 


US still leads, 
but Asia 
is moving up 


By Chris Marchand in Hongkong 


ith its unregulated environment, thriving economy, 
low taxes, excellent communications and strategic 


position as the gateway to China, Hongkong has be- 
come an magnet for foreign investment. 

The territory’s largest investor remains the US by far, but 
an increasing proportion of investment now originates from 
other Asian nations, notably Japan and China. Earlier this 
m, the Japanese consul-general in Hongkong noted that 

ongkong accounted for 3.5% of Japan’s worldwide direct 
investment and, after Indonesia, was the largest recipient of 
Japanese direct investment in Asia. Japan’s direct invest- 
ment in Hongkong increased nearly threefold in the five 
years to the end of March 1986. Australia has an increasingly 
active profile in Hongkong, while investments from Taiwan 
and the Philippines are by no means insignificant. 

Foreign ownership in Hongkong stretches far further than 
money in the here today, gone tomorrow stockmarket, and 
extends to property investment and development, banks, 
manufacturing companies, department stores and the media. 
Laissez-faire Hongkong does not keep detailed statistics on 
the scale of foreign investment. Such figures as do exist are 
generally out-of-date and incomplete. That of course is the 
reverse side of the free enterprise coin which proves so at- 
tractive to Hongkong’s foreign investors. 

But there is no doubt that Hongkong’s ownership has be- 
come more internationalised. Indeed, strategically it could 
be argued that the greater the foreign participation in Hong- 
kong’s ownership, the more protection is provided against 
any arbitrary assault on property after 1997, when Hongkong 
reverts to China. 

One statistical measure of foreign investment in the terri- 
tory is the Industry Department’s annual report on overseas 
investment in Hongkong’s manufacturing industries. Total 
foreign investment in Hongkong’s Srp re ie industry — 
defined as the cumulative investment at original cost before 
depreciation — rose 26% in 1986 to HK$19.56 billion 
(US$2.5 billion), the department reports. 

Of this, the US accounted for 41%, or HK$8.01 billion, 
Japan 21% (HK$4.1 billion), China 15% (HK$2.98 billion) 








and Britain 6% (HK$1.17 billion). The Philippines and 
Singapore also have substantial investments in manufactur- 
ing and property. 

The electronics, metal fabrication, textiles and clothing 
industries recorded the strongest gains in manufacturing in- 
vestment last year. Electronics accounted for 42% of total in- 
vestment at book value. Non-metallic mineral products took 
10.9% and textiles and clothing 7.5%. 

Of Japan’s HK$4 billion manufacturing investment in 
Hongkong, some HK$1.7 billion is tied up in the watch and 
clock industry. Another HK$900 million is invested in elec- 
tronics and HK$688 million in electrical products. The 
largest share of China’s manufacturing investment went to 
machinery and equipment. 

Even more impressive this year has been the emergence 
of Japanese investment in Hongkong’s property market. The 
yen’s strength and the relative attractiveness of yields in 
Hongkong — varying between 6% and 9% — have made 
property a highly attractive buy to Japan. The Japanese have 
taken a low profile, though a number of their deals have been 
major eye-catchers. But Japanese buying has been a strong 
prop to Hongkong’s property market this year. In May, Ja- 
panese investor Harunori Takahashi bought a 50% equity 
stake in the Bond Centre. 

Kumagai Gumi (Hongkong), the subsidiary of the Japan- 
ese construction giant, bought the Ambassador Hotel in the 
heart of the tourist district of Tsim Sha Tsui for HK$587 mil- 
lion. An unnamed Japanese investor bought a building at 80 
Gloucester Road for HK$132 million. The China Interna- 
tional Trust and Investment Corp. (Citic) sold Asia House in 
Wanchai to an unnamed Japanese investor for HK$471 mil- 
lion — netting a HK$121 million profit in four months. 
Another Japanese entrepreneur bought the Empress Hotel 
in Tsim Sha Tsui for HK$190 million, while the Japanese 
have also been active buyers of prime residential property. 

Investment in department stores — another crucial area 
of Japanese investment in Hongkong — also continues in full 
swing. In November, Jusco opened the largest department 
store in Hongkong — 320,000 ft?. Uny and Ming Yu (70%- 
owned by the Nagoya Railroad) have also oper stores in 
Hongkong this year, joining the long-established Sogo, Mat- 
susakava and Daimaru stores. 

Financial services have also seen a growing Japanese pre- 
sence here. The Japanese securities houses have greatly ex- 
panded their presence in Hongkong, while Dai-Ichi Kangyo 
took over the First Chekiang Bank. 

China has been less active in the property market this 
year, the result probably of rising prices and greater foreign 
interest — foreign companies tend to have a faster time- 
frame for decision-making and easier access to credit lines 
than do China companies. 

However, Citic has been active in development. including 
a HK$3.7 billion investment in building the second cross-har- 
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bour tunnel (including the development of a commercial and 
residential complex at Lam Tin), a joint venture with a 
French company to bid for the HK$2 billion construction of 
the Tate’s Cairn Tunnel, and a 20% stake in a Hutchison con- 
sortium which proposes to undertake a HK$7 billion reclam- 
ation at Hunghom Bay. 

Citic also has 92% ownership of the Ka Wah Bank, which 
it rescued after its failure in 1985. And in January this year, 
Citic bought an unexpected 12.5% shareholding in Cathay 
Pacific Airways for nearly HK$2 billion. In September, 
Larry Yung, managing director of Citic Hongkong, said that 
Citic planned to put HK$50 billion into large-scale invest- 
ments in Hongkong. He also held out the possibility of a list- 
ing for Citic. 

China Resources, the other major China investor in 
Hongkong, has also been busy. It plans to invest in a HK$780 
million factory to produce cathode-ray tubes for colour TV 
sets, and is negotiating with the government to build a hous- 
ing estate for 20,000 inhabitants on Tsing Yi Island. 

China Resources recently called off talks to buy 51% of 
Wing On Bank from the Hang Seng Bank, owing to differ- 
ences over price and the treatment of bad debts. But China 
Resources says it still wants a bank. The group also owns de- 
partment stores and a successful concrete manufacturer in 
Hongkong, Redland Concrete, and controls the loss-making 
electronics company, Conic Investment, which is listed on 
the Hongkong stockmarket. 


Guangdong International Trust and Investment Co. 

which bought a hotel under construction in Waterloo 
Road for HK$412 million from the Kwok Wah Co., a joint 
venture between New World and Chung Wah Shipbuilding. 
China Merchants Steam Navigation Co., a subsidiary of 
China’s Ministry of Communications, has taken over another 
of Hongkong’s ailing banks, the Union Bank. 

The best-known Philippines company in Hongkong is un- 
doubtedly the San Miguel Corp., which has an estimated 
70% share of Hongkong’s beer market. Australian venturers 
such as Alan Bond and John Elliott have sniffed around the 
Hongkong stake, but have been unable to buy it. Other 
Philippines companies have been active in the property mar- 
ket. YHY Foods, a food and trading company, bought a 
prime residential site in Old Peak Road directly after the 
stockmarket crash. The HK$500 million purchase price was 
seen to be in line with pre-crash prices, and a HK$714 million 
development project is planned. 

Singapore, for its part, has taken a low profile. The Singa- 
pore-based Overseas Chinese Banking Corp. has a 24% 
stake in Wing On Holdings, the department store group 
which also controlled the Wing On Bank prior to its ro ss 
And the Ng family which controls Sino Realty and Sino Land 
have been among the most active property developers in 


0 ther China interests with stakes in Hongkong are the 
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Hongkong this year, buying land at what many observers be- 
lieve were exaggerated prices. 

The Kuok family from Malaysia also took steps to expand 
their hotel interests by heading a joint-venture company to 
develop the third of three hotels in Swire properties’ Pacific 
Place development. The Liem family from Indonesia sold a 
stake in their Hongkong stockbroking firm, DMT Securities. 

But the country which grabbed the biggest investment 
headlines this year was Australia. That was in part due to the 

ress antics of entrepreneur Alan Bond, who bought Hong- 
ong Land's residential portfolio in October last year for 
HK$1.4 billion. He followed that up by taking a stake of 
HK$1.33 billion in HK-TVB, Hongiong’s most successful 
TV broadcasting company and the HK$1.9 billion purchase 
of the Bond Centre from a consortium led by Sino Land. gy 





James Bond? 
No-I said Danish 


According to one of the largest 

German Banks, Danish Bonds are 
definitely among the most interesting 
investment opportunities today. 

Amongst the highest in the world, the 
real Danish interest rate, after 

allowance for inflation, is 

approximately 10% p.a. North Star, 
because of its special structure designed 
for international investors, makes Danish 
Bonds even more attractive. We 

envisage average yearly gains of up to 
22% - after tax. 

North Star is a long term investment 

but you should act now. For 

more information post s’ 
the cupon to- sad - 
day. p o-* ‘eo? 


North Star 


A matter of interest 
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Companies 
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Investment Research 
Toldbodgade 39, 1.sal 
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NS MCO Copenhagen K 
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Post to Provinsbanken International 
(Luxemburg) S.A. 

25 A, Boulevard Royal 
L-2011 Luxembourg 
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ASIAN INVESTMENT OVERSEAS 


MALAYSIA 


A question of 
quantifying 
investments 


By Nick Seaward in Kuala Lumpur 


hen looking at Malaysian investment overseas, it is 
always difficult to differentiate between genuine in- 
vestment and capital flight. Non-bumiputra busi- 
nessmen (i.e. those not belonging to the favoured indigenous 
Malay and Austronesian groups), have been sending money 
abroad in substantial quantities for several years now, In 
many cases, however, their investment has been used to se- 
cure citizenship or permanent residence status in the host 
country. Is this overseas or domestic investment? 

The most recent attempt to quantify the extent of this op 
ital flight came last year from Morgan Guaranty. The US- 
based bank estimated that US$12 billion left Malaysia be- 
tween the years 1976 to 1985. It also noted that the pace of 
the outflow had quickened, with US$4 billion going out of 
the country during the past two years of that period. Morgan 
Guaranty estimated that gross internal debt in Malaysia 
would have been US$4 billion without that capital flight, 
compared with the US$20 billion at the time of its survey. 

It is fair to assume that a substantial portion of this out- 
flow has gone into private property in the major cities of the 
favourite emigration destinations. These countries are 
primarily Australia, Canada and New Zealand, with the US 
and Britain trailing some way behind. However, real estate is 
also a favourite target of Malaysians seeking to make a com- 
mercial investment — in particular hotels, though these have 
met with varied success. 

The Malayan United Industries (MUI) group has ex- 
panded its Ming Court chain of hotels to North America, 
where it runs a 200-room outlet in Vancouver. MUI also 
owns two prime commercial properties in Vancouver, one of 
which it plans to develop into a condominium. Company 
sources have also been hinting that MUI is also looking for a 
suitable investment in a hotel in London. Meanwhile, in Aus- 
tralia, MUI has recently expanded its equity holding in the 
Peters (WA) Ltd frozen food-based group. 
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Another publicly-listed group, Faber Merlin Malaysia 
(FMM), has just pulled out of two major overseas invest- 
ments. The ailing property and hotel operator suffered 
a loss of M$33.3 million in its hotel division in 1986, M$25.3 
million of which was attributable to its hotels in Hollywood, 
and Perth, Australia. It was forced to write off M$21.2 mil- 
lion in amounts owing to the parent from these two sub- 
sidiaries, 

A similar tale of woe was heard earlier this year from 
another group, Jack Chia-MPH Ltd, which is owned and 
controlled by Malaysian-based entrepreneur, Jack 
Chiarapurk. Its preliminary results for the year ending 31 
March 1987 revealed that a loss of A$11.2 million had been 
incurred on the disposal of its massive South Yarra Project in 
Melbourne. Chia had to sell off the office and residential 
complex to his joint-venture partner, the Australian Gua- 
rantee Corp. after cost-overruns made Phase One of the 
project financially unfeasible. Chia’s Hongkong-based vehi- 
cle, Jack Chia Holdings (Hongkong) Ltd had already ab- 
sorbed 70% of the loss. ’ 

Happily, Australia has not turned out to have been a dud 
for all Malaysian commercial investors. IGB Corp. — the 
former Ipoh Gardens group — recently completed the suc- 
cessful conversion of the 1898-built Queen Victoria Building 
in Sydney. The building is now a popular shopping complex * 
which has given IGB a high profile in Australia. The chair- 
man of IGB, Tan Kim Yeow, has stated that his group will 
probably sell off the building, which was recently valued at 
more than the M$141 million it cost to develop. 

With a display of patriotism which is rare among Chinese 
Malaysians these days, Tan said in his chairman’s statement 
that “it is not appropriate for Malaysian companies to be ex- 
porting capital when the country itself is in need of capital in- 
vestment. Therefore, I would like to point out that in under- 
taking projects like the Queen Victoria Building, the group is 
primarily in the role of a developer and not an investor. In 
this capacity, IGB is exporting its development skills.” 

Australia has also proved to be profitable market for the 
undoubted management skills of the gaming, hotel and 
plantations group, Genting Bhd, which is owned by the Lim 
family. Through a 14% stake in Hongkong-based Genting 
International held by Genting Bhd, and through its 
shareholdings, the Lim family manages two casinos in Aus- 
tralia and one in the Bahamas. 

Recently, however, it was announced that Genting Inter- 
national had been dropped from the short-list of bidders for 
the potentially very lucrative licence to operate the new Darl- 
ing Harbour casino and leisure complex in Sydney because of 
police investigations into cost overruns at the Perth casino. 

In terms of investment in actual manufacturing capacity 
outside of Malaysia, few examples come readily to mind. Ma- 
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apore’ F trading and engineering sectors and in the 

ippines the conglomerate. runs several plantations and a 
6%-owned rubber tyre manufacturing plant. 
“o Magnum Corp., meanwhile, has just recently sold off its 
61% stake in the ritish-based electronics and data com- 
munications concern, Phicom PLC. The Phicom investment 
had been turning sour on Magnum, whose main line of busi- 
ness is running a licensed four-digit lottery operation. In 1986 
Phicom had sold off its teleprinter and communications test 
equipment business, leaving it with just its line of life science 
laboratory equipment. Profit had fallen to £177,000 by the 
end of 1986 and an investigation by Magnum showed that a 
major investment would have been needed to develop new 
products. 

No doubt the star, as far as Malaysian investments abroad 
is concerned, is Malaysia Mining Corp., (MMC). Its 46% 
stake in the Australia-based Ashton. Mining Ltd was at one 
stage last year considered to be more valuable than the par- 
entitself. Ashton made a profit of $$29 million last year, min- 
| ine diamonds from its new, 38%-owned Argyle Diamond 








AY d 
arby maintains a significant presence 











Mine Joint Venture in Western Australia: As 

pected to start exploring for gold in central Kalimantan 
donesia, while a platinum venture is also on the cards 
Alaska. 

Attempts by Malaysia to emulate the Japanese sogo 
shosha, or general trading house, have ended in failure, Las 
year, the former monan g director of Malaysia Overseas In 
vestment Corp., (MOIC), Mohammed Abdullah Ang, was 
arrested and later jailed for criminal breach of trust. His a 
rest followed shortly on the decision by MOIC’s shareholder: 

to wind the company up after three years of losses. 

MOIC had been Malaysia" s first trading house. With 
close relations with the Malaysian Government, it had be 
able to set up deals in foreign countries rapidly; cutting 
through much of the red tape that normally accompani 
ternational deals. In quick succession, it announced plans 
form joint ventures with three Italian companies and a 
investment company in Bangladesh. -On 7 July 1986, how- 
ever, it was placed into ling MS. with unsecured debts and _ 
contingent liabilities totalling M$142.6 million, backed by as- 
sets valued at M$758,000. 






































ior EE N ee ci 














International Network * New York » San Francisco e Los Angeles $ Chicago © Seattle e Houstona Atlanta + Honolulu * Panama * Cayman * Mexico City 
© Toronto + Sao: Paulo # Rio de Janeiro è Buenos Aires + Caracas * London e Birmingham + Dusseldorf © Frankfurt è Brussels e Madrid © Barcelona ¢ Lisbon 
+ Milan © Vienna ¢ Paris + Zurich © Zug € Lugano. Stockholm « Tehran è Cairo $ Bahrain + Hong Kong + Kowloon (H.K.) « Western (H. K. ).© Singapore 
s Seoul e Jakarta + Bangkok * Beijing © Guangzhou * Shanghai * Dalian * Shenzhen © Kuala Lampur » Sydney + Melbourne 


















> > When we first opened our 
doors in 1895, we also opened 
our minds to customer needs — 
~ conventional and unconven- 
tional — and we are still coming 
up with new business ideas to 
meet these ever-changing 
demands. With smart cards, we 
were first in Japan, and now this 
unconventional service will soon 
become conventional. 
Our open-mindedness, 
together with our innovative and 
dynamic services, is our hallmark 
as one of the world’s major . 
banks. Through our global 
network, our services are readily _ 
available to individuals, corpo- 
rations, financial institutions and 
“governments in over thirty nations. 
If you feel your needs flyin ~~ 
the face of convention, always 
remember that Sumitomo 
welcomes you with an open mind. | 


- & SUMITOMO BANK 


3-2, Marunouchi I-chome, Chiyoda-ku, Tokyo 100, Japan. 














NON. 3 DECEMBER 1987 















| 


i 
4] 


, 


Minister David Lange and the aboli- 


| in New Zealand have been considera- 


- impact on economic and industrial 
` policies. All are interpreted liberally. 


Waiting for 
the rush of 
Asian money 


By Colin James in Wellington 


ew Zealand is wide open to Asian investment, but up 
to now there has been no stampede. The predo- 
minant interest shown so far has been in short-term 
lending to take advantage of the very high interest rates on 
the money and bond markets. Whether that will change may 
depend to some extent on the reaction to Australia’s 
clampdown in September on foreign purchases of land and 
housing. 
Since the advent of the Labour government of Prime 


tion of foreign-exchange controls. in 
1984, the rules on foreign investment 


bly relaxed. In the past three years |ù 
only three firm proposals, all by fu- - 
tures traders, have been turned” 
down. 

For all but four categories of in- 
vestment, proposals are dealt with at 
the discretion of the Overseas Invest- 
ment Commission, a mixed body of 
government officials and private-sec- 
tor appointees. The criteria for ap- 
proval centre on added competition, 
new technology or managerial or 
technical skills, development of new 
export markets, job creation and 
the promotion of economic growth. 
Other factors are local equity partici- 
pation, environmental impact and the 


Even in the four categories in 
which proposals are referred to the 
Minister of Finance for decision — 
news media, air transport, rural and farm land and fishing — 
proposals have been readily approved, as the 50% ownership 
of a new domestic airline by Ansett of Australia indicates. 
The maximum foreign holding in a broadcasting company is 
5% and foreign investments in land “must be of significant 
advantage to the community and owners must intend to re- 
side permanently in New Zealand.” Once investments are 
approved, the only conditions are that the proposal must be 


-acted on within 12 months and the investors are restricted to 
_ the activity specified in the propose — though they are often 


extended on application. There are no reporting require- 
ments as there are in Australia. 

In addition, immigration laws since 1978 and especially 
since the policy was revamped in August 1986 have wel- 
comed wealthy entrepreneurs with proposals for productive 
enterprise. About 130, a little more than half of them from 
east Asia, were admitted under this scheme in the year to Au- 
gust. Would-be immigrants under this scheme must have a 
minimum of NZ$200,000 to invest. 

Foreigners may buy residential land without restriction 
for a first house, but if it is rented out by the foreign owner it 
may require Overseas Investment Commission approval as a 
business. Foreigners are also free to trade on the stock ex- 
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The Hyatt Kingsgate hotel chain is owned by a Singapo- 
rean Ho Whye Chung, and Tokyo Hotels has a proposal for a 
hotel in Auckland. But so far other schemes have come to 
nought. An involvement by the Japanese firm, Kumigai 
Gumi, in a big tourist project was aborted after unsubstan- 
tiated allegations in the local press that it was connected with 
the fortune of former Philippine president Ferdinand Mar- 
cos, 

The Japanese are heavily involved in the motor assembly 
business. Mitsubishi this Pra bought out Todd Motors, a 
local company, which had the franchise for assembly of its 
cars. Toyota, Nissan and Suzuki (both independently and 
with General Motors) and Mazda (with Ford) are active in 
vehicle assembly. 

Japanese investors have also shown a growing interest in 
horticultural enterprises and some interest in construction. 
But they have been choosy. For example, when New Zea- 
land Steel was put up for sale by the government earlier this 
year, an expectation that Japanese steel companies might 
take an interest (already they import iron sands from beaches 
which provide much of New Zealand Steel's raw material) 
was not realised. i 

Hongkong investors have been slower, though Sally Aw * 
set up an investment company, Aw 
New Zealand Investments, in late 
1986 to invest in offshore securities 
(with poor initial results — a loss of 
NZ$3 million was recorded in the 
year to 31 March, mainly because of a 
write-down of share investments to 
reflect market value). Aw’s NZ$1 
shares were trading around 50-60 NZ 
cents in late October. 

A Malaysian entrepreneur, Cheah 
Theam Swee, has bought two shell 
companies, London Pacific and Clear- 
wood Stud, and revived an engineering 
company, Perry Dines, from receiver- 
ship. Complex share deals, a mortgage 
guarantee on behalf of directors and 
an August report to the stock ex- 
change of a NZ$1 million profit by 
Perry Dines which turned out to be a 
NZ$192,000 loss when accounts were 
published in mid-October have 
brought the Cheah enterprises into 
question in the local press. Merchant 
banker Equiticorp has been called in 
to advise on restructuring the group. 

As for land, east Asians have not moved heavily into 
either commercial or residential property. An Auckland 
real- estate company, Baileys, has brought groups of poten- 
tial Hongkong investors to Auckland but there is no evidence 
of significant purchases. Ane Byrnes, property writer for the 
National Business Review, has tried to quantify sales to east 
Asians, but without success. Two apartment tower blocks 
built in Auckland partly to attract Hongkong people nervous 
about the colony’s post-1997 status remain only part sold. 

The difficulty obtaining reliable data on foreign-invest- 
ment stems from a lack of official statistics. The Overseas In- 
vestment Commission keeps a file of approvals, but not all of 
them proceed. Approvals for takeovers and business startu 
totalled 1,564 in 1984 and 1985. Later figures are not avail- 
able. Records of foreign-exchange transactions are also in- 
complete. 

But as far as they go, the statistics show Asian investors 
far behind those from other English-speaking countries. 
he a the biggest, accounted for only four out of 314 foreign 
takeover approvals in 1984 and five out of 286 in 1985. Of 550 
overseas companies recorded as having started up in business 
in 1984, only 15 were Japanese and of 414 in 1985 only six 
were Japanese — and these figures may be overstated. p 
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A new generation of steelmakers. 


Sumitomo Metals has long been recognized 
as one of the world’s leading steelmakers. 
Today, however, Sumitomo and its more than 
80 affiliates are busy nurturing a new generation 
of steelmakers, men and women dedicated to 
the challenge and excitement of creating new 
ideas and new industries. 

This particular Sumitomo employee is 
involved in the manufacture of silicon wafers, 
which are in turn used to make integrated 
circuits, the building blocks of today’s most 
advanced computers. Other Sumitomo 
employees are working in the field of energy, 
developing new ways to utilize the vast amounts 
of energy that coal can provide. And still others 


are manufacturing special metals like titanium 
and titanium alloys, materials prized for their 
light weight, high strength and superior 
resistance to corrosion. 

But don’t misunderstand. 

Were not abandoning the steel business. 
No, far from it. Steel production is our bread and 
butter, and we're finding that our search for new 
ways to make it stronger, lighter and more 
inexpensive is more challenging and more 
exciting than ever before. 

So in the future, when you see the Sumitomo 
Metals name on a product that is unrelated to 
steel, you'll understand. At Sumitomo, there’s a 
whole new generation of steelmakers. 


&} SUMITOMO METALS 





: te Ak SUMITOMO METAL INDUSTRIES, LTO. Tokyo & Osaka, Japan 
TOKYO HEAD OFFICE: 1-3, Ontemachi 1-chome, Chiyoda-ku, Tokyo, Japan Phone: Tokyo (63) 282-6111 Telex: J22865 
MAIN PRODUCTS: Tubes & pipe, fiat rolled products, bars, shapes & wire rods, railing stock parts, steel castings & forgings, and a wide range of steel products and new materials. 





: ee 





correspond precisely with the realities of today’ S international n markets. 











° Mitsui was the first Japanese bank te to tailor its international | organization tc to i 


è Mitsui i decision-making i iS done at local level, with ultimate authority placed 


firmly i in regional headquarters. 


(J Mitsui can therefore assure customers of f the i 


fastest reaction to opportunity. 


© For the f ull range of services in international _ 


banking, s securities business, merchant banking 
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Mitsui is best organized to respond fastest to customer demands i in f 






| the era of global business and finance. 








@ MITSUI BANK 


Asia Division Headquarters and Head Office: 
1-2, Yurakuche -chome Chiyoda-ku, Tokyo 100, Japan 
Tel: (03) 501-111] Telex: J22378, 322559, 322643, J22644 


America Division Headquarters: 277 Park Avenue, 

New York, N.Y. 10172-0121, U.S.A. Tek (212) 644-3131 
Telex: WU 125435, RCA 232962, TTT 420637 

SWIFT MITSUS 33 

Europe Division Headquarters: 3 London Wall Buildings, 
London Wall, London ECIM SPD, United Kingdom 

Tek (01) 256-9494 Telefax: (01) 256-0378 








What inspired our luggage racks. 
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Rudolf Koller, detail from Gotrhardpost (Alpine Postal Coach), 1873, oil on canvas. 115% 99cm. Copyright Kunsthaus Zirich 





On all of its airplanes, Swissair is carrying on a long Swiss tradition: providing you with 
lots of overhead room for luggage. Even in the middle rows of all our wide-bodies, you’re 
offered large overhead racks for carry-on bags. Which means more legroom for yourself. 
You see, we’ve always understood that when you travel with Swissair to one of our more 
than 100 destinations the world over, the shape in which you'll arrive often depends upon 
the shape in which you fly. Swissair, , 
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| A Ray of sunshine 


: The Selected Nonsense of Sukumar 



































The Lug-Headed Loon 

Sits sunkin gloom 

In his home in deepest Bengal. 
Not a smile on his face — Does he 
dwell in:disgrace? 

Has anyone asked him at all? 
The Inspector of drugs 

Is an uncle of Lug’s 

He has no other living relation. 
Can that be the clue 

To his pallor of hue 


As he sits in dumb desolation? 
B engali readers will have no difficulty 
in identifying this droll, lugubrious 
creature, even in English translation, as 


an inmate of the magical menagerie 
| created by Sukumar Ray, inimitable ex- 


ponent of nonsense. verse and father of 


| the film maker. Satyajit Ray. Born in 


1887, Sukumar died when he was 36, 


having spent the last three years of his 
life on a sick-bed. The alchemy of an in- 
nate comic genius, however, trans- 
- formed this tragically brief life into a 
cornucopia of fables and fantasies that 
have delighted generations of Bengali. 


readers of all ages:and have become, in 


their own way, as much a part of popu-: 
lar Bengali culture as. the lyrics and. 


plays of Rabindranath Tagore... 
This birth centenary, anthology, 
comprising most of Abol Tabol (Rhymes 


without Reason) and Ha-ja-ba-ra-la (A. 


Topsy-Turvy Tale), helps. to make 
Sukumar’s marvellous Muse. accessible 
to English readers. Although: Satyajit 


Ray had earlier translated some of the. 


Abol . Tabol: poems into English, 
Sukanta. Chaudhuris rendering is 
unique in its ambitious scope, including 







_was untranslatable. 





l Oxford University Press. Rs 45 (US$3.50). 











as it does Ha-ja-ba-ra-la which Ray felt 





gination: proliferat: 
| rapidit 























Ray, translated by Sukanta. Chauduri. 


“My father died when I was two-and- 
a-half . .. I know him.. . through his 
writings and illustrations, a volume of 
drafts, some notebooks, two numbers 
of a hand-written magazine, and the ac- 
counts of my mother and other mem- 
bers of the family,” says Satyajit Ray in 
the introduction to the anthology and 
-provides a thumbnail sketch as vivid as a 

ukumar drawing. 

Sukumar inherited much of the ec- 
lectic legacy of the Bengal Renaissance 
from his father, Upendrakishore, who 
was equally at home in the twin cultures 
of art and science, East. and West, being 
a gifted self-taught illustrator as well as 
a.-printing. technologist and amateur 
astronomer, an accomplished- Indian 
classical musician and a keen vio- 
liniste i 

Having graduated with. honours in 
physics and chemistry, Sukumar went 


on to study print technology in England, 
where he helped introduce the recently 


arrived Tagore by reading a paper on 
the poet’s works to a local literary socie- 


ty. : p eae 
Returning home in 1913, Sukumar 


began to contribute occasional stories, 


poems and sketches to the. children’s. 
magazine, Sandesh; that his father had. 


founded afew months ago and which 
continues to be, under Satyajit Ray’s 
stewardship, as popular a treat as 
ever. 

Soon Sandesh began to play host to 
Sukumar’s wondrous beings and events: 
“A pochard. and a porcupine, defying 
the grammarians,/Combined to form a 


“porcohard, unmindful of their var- 


iance:” The offspring of this fertile ima- 
with bewildering 


ere was the Blighty Cow. 



































who “won’t eat gram or grass or hay,/C 
meat or millet, wheat or whey./He hate: 
rice pudding and won’t touch mangle 
He eats soap soup and tallow candles 
Then there was the Pumpkin-puff, 
who. should roar, “You: perch upon 
single leg beside the kitchen door; 
whisper Persian verses with an eloqu 
ence forlorn,/And slink entirely supper- 
less to-lie upon the lawn.” And had 
“heard of the monarch of Bomb: 
orders/To fry mango jelly and 
with borders. ere people turr 
cartwheels. to cure: their catarrhs,/Rub 
rouge in their eyes by the light o 
stars?” A a 
Despite the purist’s conviction. th 
-no translation can ever do justice 
original, Chaudhuri’s- attempt. should 
pass muster with most, Bringing to: his 
task a fine ear for the nuances and ca- 
dences of both Bengali and English he 
creates memorable . word-pictures: 
“When tight begins to. wake,/In every 
bush and brake/The dancing gleams/Of 
glow-worm beams/In twinkling laughter 
shake.” But more than the colourful 
rhythm, Chaudhuri, obviously an. ad- 
dict, gets the sheer zest for zanyness that 


is the essence of Sukumarisms. 
S ukumar’s affinity to Western write 
like Edward Lear and Lewis Ca 
has often been pointed out, and Saty: 
Ray himself has suggested. that the in- 
ventive contrivances. of Uncle Co 
trapovitch:in Abol Tabol might 
have been inspired by the mechanical 
fantasies. of. the cartoonist- Heath- 
Robinson. ours a few Bengali writ- 
ers had tried their hand at this genre, in- 
cluding Tagore, there was no. tradition 
of nonsense writing in the languag 
Bengali literature was considered a 
realm of the lyrical rather than the 
ludicrous, and Tagore felt it.necessary 
to append an apo opia to his solitary ex- 
cursion in this field, as did Sukumar for 
Abol Tabel. gh lok 
- But if the latter looked to the We: 
for whimsy, his creations — from the 


white 







































































moustache — evoke an idiomatic every- 


ble suburb of reality. 5 i 

Giving to airy nothing a local habita- 
tion and a name did not preclude 
Sukumar from being an ardent social re- 
< former and reviver of the Hindu refor- 





novative thinkers of the time, and an | 


_ -dayness that makes fantasy a recognisa- |. 


Abol Tabol was published in Sep- 


‘tember 1923, nine days after the death 


of-its ‘author, who also designed the 
book’s ‘cover, lay-out and illustrations. 
Sukumar took his final bow in the last 

em which ends: “A keen. primordial 
unar chill,/The nightingale’s nest with 


‘bunchy frill/My drowsy brain such 


glimpses steep,/And all my singing ends 
in sleep.” 


: ary volume will open to: 
new readers the world of delight that 
Sukumar left as his legacy. Some might 
trace in it influences that helped shape 
Satyajit Ray’s stories for children and 
other explorations in fantasy. But the 
last word — and laugh — must go to 
Sukumar: “We sometimes wonder why 
we laugh, and whether we'll repent it — 
/But at the thought break out again, we 
simply can’t prevent it./It’s funny when 
we're wide awake, it’s funny when we 
dream,/And when we choke our snig- 
gers back — why, that’s the biggest 
scream.” —- Jagdish Bhatia 


_ This centen: 



































JAPAN 


Look East witha 


Mes: books dealing with the West’s 
image of Japan in the 19th century 
-veer towards the superficial; shallow of- 
ferings in comparison with. Edward 
“Said’s highly influential Orientalism, 
which raised discussion of the question 
to greater sophistication. Such‘ books 
have tended to fall back on ‘illustration 
rather than analysis, stringing together 
random quotes which, torn from their 
sétting, cannot but seem risible. 
“This approach permits the authors to 
ndulge ‘themselves by setting up the 
19th-century writers as easy targets to 
pillory for not having foreseen what 
with hindsight seems so completely ob- 
¿vious about modern Japanese history: 
‘the country’s successful transition from 
an agricultural to an advanced industrial 
economy. BPS 
By contrast, Yokoyama tries to show 
how: mid-Victorian “writing on Japan 
| evolved from a particular commercial: 
and intellectual context and to evaluate 
| how it reflects Britain’s rise to world im- 
perium. 

The book’s originality and strength 
» lies in piecing together from publishers’ 
records the editorial considerations 
+ which shaped the printed “word. on 
Japan. Then, as now, publishers had an 
eye to the market, as did their authors, 
and while not slavishly following the- 
dictates of popular taste, nevertheless 
were much concerned to ensure good: 
| sales by catering to the Victorian pub- 
lic’s desire for travel literature to be 
pleasant, delightful, and especially 
wondrous. Japan, emerging from. more 
than 200 years of seclusion; fitted the: 
. bill admirably. ae a ae 

For example, Yokoyama looks at A. 
B. Mitford's famous description of sep- 
puku (ritual suicide) which appeared in 
Cornhill magazine. By comparing the 
© published version with Mitford’s origi- 
: nal consular report, Yokoyama. shows 
how. additions, excisions, © subtle. 
changes of wording and a_ generally. 




























“missionary activity. 


~ “Mitford, turning his back 
-earlier secular mission to raise con- 


mirror 


Japan In the Victorian Mind: A Study of Stereotyped Images of a National 
850-80 by Toshio Yokoyama. Macmillan. 


£27.50 (US$48.90). 


more romantic tone created an exotic, 
melodramatic atmosphere from which 
the protagonist emerged as a man of 
honour, very much in the-mould of what 
a British gentleman should be. In this 
way, an event quite outside the readers’ 
usual experience or expectations was 
transformed into something more 
understandable with an underpinning of 
common values, rather than being per- 
ceived as an anthropological oddity 
froma wholly alien-culture. 

The image of Japan was also shaped 
by changing British perceptions of East 
Asia. Initially, Japan was contrasted in 


ecstatic terms with China. One. writer 


described the people in China as, “low- 
browed, broad-mouthed, twinkling- 
eyed, cunning, sneaking people,” while 
he referred to Japan and its honest, 
good-looking, clean inhabitants as a 
veritable paradise. For some, it was not 
at all fanciful to detect in the’ Japanese 
evidence of “the Semitic stock whence 
they must have sprung,” an assumption 
which seemed to augur well for future 

However, expressions of affinity 
eventually gave way to’ an emphasis on 










anything” in the words of Mitford, who 
had taken the trouble to learn Japanese 


country. Rp 
on his own 





sciousness of the “real” Japan, went on 
to provide Gilbert and Sullivan with 
background: material that helped them 
write their pastiche The Mikado 
(though it is surely. unfair to hold Mit- 
ford responsible for the use that the two 









made of the material). Yet, despite the: 
‘negative image of Japan that Yokoyama 
_ detects at the beginning of the 1880s, al- 
nost 20 years later Britain and Japan’ | 


the country’s remoteness and on its | 
“singularity,” and finally from the 1880s | 
‘the image of Japan that prevailed was of 
a society which “has never originated’ 


to understand the “inner life” of the. 


signed an important: naval alliance, a 
symbolic step on Japan’s road to recog- 
nition as a major power. 
The section on°travel writers, the 
sort of people who wrote books with 
variations on the title “My Three Weeks 
in Japan,” rakes over familiar territory, 
while Yokoyama’s efforts to link the 
changing image of Japan to develop- 
ments in British society and to evaluate 
perceptions of Japan as central to the 
formation of the Victorian world view, 
are unconvincing. $ , 
The truth is that for the vast majority - 

of influential Victorian thinkers and fre- 
quent overseas travellers, Japan was in- 
deed remote, a world apart from the 
lands of the Mediterranean. There 
among the ruins of Greek culture they 
could discover the source of their virtu- 
ous political system, while among the 
widely scattered remnants of Rome’s 
possessions they could find impressive 

| evidence of the civilising mission of 
which they believed themselves. to..be 
the inheritors. It was the Mediterranean 
lands that forged their idealised self- 


image. 
Fo this reason, itis wholly exagger- 
ated tostate that, “Japan was a con- 
venient peg on which to hang anxieties 
about contemporary Britain that might 
not have found such an opportunity for 
expression had it not been for Japan.” 
The Mediterranean fulfilled that func- 
“tion; Japan was marginal to most peo- 
ple’sconcerns. © -~ 
What would be a more worthwhile 
question to:examine is not Britain’s 
“image of Japan (or even that of other 
Western countries) in the 19th century 
- but Japan's image of Britain, for it was 
Japan which sought to realise its ambiti- 
ous modernisation goals by fashioning 
itself on the West, or more precisely on 
an image of the West: The British held 
up.the mirror of an imagined past to de- 
: fine themselves; the Japanese, a mirror 

of what they thought was the'present. 

In both cases the mirrors were dis- 
-torting ones: The fact that the two.coun- 
tries still remain. attached to such per- 
spectives is an intriguing phenomenon,” 
but not. one for which. the: Victorians 
shouldbe held responsible. a8 






























































Head-to-head competition can bring out the best in your company — and your | 
staff. And if you want your people to stay ahead, you have to give them the best tool for 
business. The Asian Wall Street Journal. l 

It’s not a question of which of your people are most important — but how fully 
prepared you want them to be. No other publication is able to cover the world in such 
detail, accurately reporting on local and international events affecting businessin Asia. | 
Every working day, your staff should have the advantage of The Asian Journal’s in-depth — a 

-analysis and insight. | bed 

The Asian Journal is an essential tool for anyone in business. Give your people 
the competitive edge.Givethema „n bers ten tanni 
subscription to The Asian Journal. THE ASIAN WALL STREET JOURNAL. 
Jossan nara core ae 

| a savings of at least 30% off the newsstand price. | Hon ura 3 Rest of Ada araail 
| 
| 




















Duiside of Asa lairmaid) 
Ū Check enclosed. [Bill me later: 
Cicharge tomy: OVIA O ChDiners | ee 











Name 








Company 
Delivery Address 








F,r 





dold 22 Se 


ie H 


([BUSINESS AFFAIRS ECONOMIC RELATIONS] 


Washington wams the NICs to revalue — or else 


-7 ~ 


—.. PAJAN o > 


US rides the tigers 


By Nayan Chanda in Washington 


S officials used to refer affection- 
ately to Asia’s newly industrialised 


countries (NICs) — South 


Korea, 


is the first time it has 
mounted a detailed public 
criticism of the four. In ad- 


dential election by cajol- 
ling the NICs into acting to 
trim their trade surpluses 


Taiwan, Hongkong and Singapore — as | dition, Washington has with the US and at the same 
the “Four Tigers.” They were presented | broadened its attack by time pre-empt a protec- 
as showcase examples of Reaganomics. | claiming the ry tl of the tionist drive in Congress. 
However, a Washington faced with | full Group of Seven (G-7) Said one analyst: “I 
mounting economic woes has changed | industrial countries. “The read Mulford’s speech as 


its tune. On 17 November, a senior 
Reagan administration official issued a 
blunt and clearly premeditated warning 


they are “to survive.” 


| that the tigers must give up what Wash- 
| ington sees as predatory behaviour if 


avid Mulford, assistant secretary 
of the Treasury for international affairs, 
attacked the economic policies of the 
Asian NICs and said that if they did not 


appreciate their currencies by “a very 


US is not alone in believing 
that improved exchange- 
rate policies in the NICs 
are essential,” Mulford 
said. “At the time of the 
Louvre Agreement, the 
Venice Economic Sum- 
mit, and this year’s annual 
meetings of the IMF and 
the World Bank, the G-7 
countries stressed the im- 


saying ‘if you don’t revalue 
apd currency we can’t but 

protectionist’.” A senior 
Asean official said he be- 
lieved the speech prepared 
the way for the gradual 
elimination of the duty- 
free treatment of many ex- 
ports from the NICs under 
the US generalised system 
of preferences (GSP). Re- 





portance of such policies.” 

Washington must have been encour- 
aged by the quick response the heigh- 
tened pressure yielded in Taiwan. With- 
in days of Mulford’s attack, Central Bank 
of China governor Chang Chi-cheng 
said the bank would reduce its interven- 
tion in the local currency market and 



























cently, there have been in- 
dications that Washington wants to end 
the GSP for the Asian NICs and Brazil 
(REVIEW, 19 Nov.). 

Mulford blamed the Asian NICs, 
especially Taiwan and South Korea, for 
much of the current economic woes of 
the US. He said that the US share of 
NIC imports declined from 32% in 1970 
to 17% last year, while the US share of 
their exports rose from 22% to 37%. 

As a result, US aggregate trade with 
the four East Asian tigers changed from 
a near balance in 1970 to a US$28.8 bil- 
lion deficit last year. In the first eight 
months of this year, the US deficit 
with the NICs had grown to US$23 bil- 
lion — about 20% of the total US trade 
deficit. 

Mulford said the trade imbalance 


large” margin, and quickly, the admin- 
istration would not be able to shield 
them from the protectionist wrath of 
the US Congress. Overall, the Asian 
NICs’ currencies must be revalued 
by an effective 10-15% against those 
of their ee pearing: not just 
ol 


against the US , the US official n 
warned. allow the NT dollar to appreciate faster. 


Washington has been pressing the Many economists believe Mulford’s 
NICs to revalue their currencies since ree was designed to ease pressure on 
mid-1986 (REVIEW, 4 Dec. '86) but this e US economy until next year’s presi- 

























No instant change of heart in Japan 


By Charles Smith in Tokyo ; 
he first contact between the new Takeshita cabinet and a member of the 























Reagan seems to have done little to dispel US-Japan trade had arisen because the NICs’ policies 
tensions. had been “aimed at turning their 

During a three-day visit to Tokyo in November, Reagan’s new commerce economies into powerful export 
secretary, C. William Verity, on J to open up tendering for govern- machines, able to penetrate foreign 
ment-run works contracts to fi co! But he was told by markets aggressively while — in the 
Foreign r Sosuke Uno that this not be done at the moment. Ver- 





case of Taiwan and on Korea, 
though not in the case of Hongkong and 
Singapore — protecting their internal 
markets from competition.” 

He listed three policy areas which 
had helped the NICs’ trading prowess: 
> Ex te policy. Currency 
manipulation had enabled South Korea 










ity’s , at a press conference, was that it might be difficult to prevent 
the US Congress trem “retaliating in some way” for the Japanese refusal. 

At a press lunch for Japanese and foreign correspondents, Verity stressed 
that he was not in Japan to negotiate on specific issues. Instead he seems to 
have tried to use his trip to demand a “change of heart” from Japan on trade. 

_ Key issues addressed during his talks with Japanese ministers are believed 
to have included alleged “excessive” price cutting by Japanese export 



























ers in an 













ee e the effects of yen revaluation, and the continuing low level of to keep the won seriously undervalued. 
man imports as a percentage of GNP. It has appreciated only 12% against the 
In his to journalists, Verity claimed that up to half of the yen’s re- US dollar since the G-7 Plaza Accord on 
valuation against the US dollar since April 1985 had been absorbed by Japan- exchange rates in September 1985. 





ese industry in the form of price cuts. 
This could e: J 


Taiwan's dollar has appreciated 36% 
against the US unit but it still trails 
by a substantial margin the sharp rise in 
the yen and other currencies. Singa- 

re’s currency has appreciated by just 
-5% against the US dollar but con- 
tinued to depreciate against the yen and 


and was self-de- 













peg 
S unit has given it “the 
competitive gains” not only 
against Japan but also against the other 
NICs. 
» Trade policy. While Hongkong and 
Singapore have trading systems that are 
among: the most open. in the world, 
South Korea and Taiwan maintain im- 
port bans, restrictive licensing arrange- 
ments, high tariff rates and other ad- 
ministrative curbs. 
» Macroeconomic and structural 
policies. Taiwan and South Korea, in 
articular, have tried to boost exports 
‘by offering tax exemptions, operating 
subsidies, and preferential interest rates 
and by directing credit: Their protection 
of patents and Copyrights is also lax. 
Referring to the growing frustration 
in Congress about severe trade imbal- 
“ances with the NICs, Mulford warned 
that the four were “increasingly vuiner- 
able-as their export extravaganza. con- 
tinues.” One way or another, US trade 
deficits would be reduced and eventual- 
ly eliminated, he said. All the main US 
trading partners, including the NICs, 
“will have to contribute to that end:” 
Analysts said Mulford’s speech re- 
. flected the US administration's frustra- 
tion at its inability to control its trade 
deficit despite a US$73 billion cut-in the 
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budget deficit for the 1987. fiscal year’ 


and a more than 50% drop in the value 
of dollar. This failure is being ascribed 
to the fact that the US dollar has not fall- 
en enough, especially against the cur- 
rencies of the NICs. 
Despite the .agreement ..between 
Congress and the administration. to re- 
duce the budget deficit by US$30.2 bil- 
lion in the current fiscal year (which 
started on 1 October) and US$45.8 bil- 
lion next year, many economists remain 
sceptical about its significanceAccord- 
ing to the Congressional Budget Office, 
the agreed cuts will leave the projected 
deficit for the current year at US$149 
billion, against US$148 billion last year. 


» Anthony Rowley writes from London: 


which Britain is a member, has agreed 
the NICs should revalue, Foreign Office 
officials said Washington had not asked 
the British Government to put pressure 
on Hongkong to revalue.. They said that 
it would be quite improper for London 
to intervene in the economic affairs of 
the territory. : 
Nevertheless, officials conceded that 
British. Foreign Secretary Sir Geoffrey 
Howe might have raised the currency 





retary Piers Jacobs when he visited Lon- 
don in November to discuss the terri- 
tory’s defence costs. 
Despite the Foreign Office’s claim 
that Hongkong is independent when it 
comes to ecnonomic policy, it was at the 
direct behest of the British Government 
that Hongkong agreed to link its cur- 
fency tothe US dollar in 1983. - u 
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Despite Mulford’s claim that G-7, of, 


question with Hongkong Financial Sec- 





POLICIES 


Man for most seasons 


South Korean frontrunner Roh follows party’s economic line 


By Mark Clifford in Seoul 


Doa Justice Party (DJP) can- 
didate Roh Tae Woo is trying to dis- 
tance himself from the harsh low-wage 
industrial policies that have-charac- 
terised the administration of Chun Doo 
Hwan, the man who hand-picked Roh 
“as the party’s presidential candidate. 
Roh’s election pledges point away from 
South Korea’s obsessive concern with 
“economic growth and toward more wel- 
fare-oriented policies. 

In a -series of well-publicised 
speeches in recent weeks; Roh prom- 
ised major housing initiatives designed 
to benefit low- and middle-income 
families; higher family incomes; partial 
privatisation of state-owned enter- 
prises; industrial development in rural 
areas and heavy spending on infrastruc- 
ture to ready the country’s west coast 
for an expected’ boom in trade with 
China. Some. of this iselection cant. 
None of it. is:a radical departure from 
the general policies.of the Sixth Five- 
Year Plan, which forms the overall eco- 
nomic guide for 1987-91. 

Significantly, however, Roh seems 

serious about redressing some of the re- 
gional and class disparities that threaten 
to become a more pressing political 
problem. “We have concentrated until 
now on economic growth and neglected 
the aspect of distribution,” says Kim 
Chong In, a member of the National As- 
sembly and one of Roh’s closest econo- 
mic advisers. “Social tension is not so 
dangerous- as to: explode. [But]. the 
younger generation will require more 
equal [economic] distribution from the 
government.” eS 

Roh’s economic proposals would in- 
crease domestic demand. by raising 
family incomes and heavy spending on 
infrastructure. In a mid-November po- 
licy. speech, Roh laid out his major eco- 
nomic goals, pledging to raise dramati- 
cally income by the early 1990s; By that 
time, he says, 70% of the population 
will have monthly incomes of more than 
Won 700,000- (US$875}, double: last 
year’s average. 

The National Housing Fund will be 
increased by Won 2 trillion in the next 
five years. (It will be funded by the 
country’s first national pension scheme, 
which will begin in January.) More than 
500,000 rental housing units will be built 
for lower-income families, while the 
government will subsidise home owner- 
ship for middle-income families. 

Roh's emphasis on housing makes 
sense both in light of the domestic con- 
struction -industry’s continuing over- 


age. Housing construction -peaked 








apacity and the acute housing short- | contra 
tribution of income and less gov 






























nearly a decade ago at 300,000 units 
nually. The housing-supply rate, wh 
measures the number Es dwellings as 
percentage of the country’s househol 
fell from 76:8% in 1978 to 69.7%: in 
1986. The housing-supply rate-in urban 
areas is only 58.5%, which means that | 
two out of every three households ar 
doubling up in urban areas. ae 

A Roh administration would also 
work to develop rural industry, in the 
hope of increasing farm incomes and 
slowing the flow of rural immigrants to | 
cities. “By developing agro-industrial 
complexes and small towns in rural 
areas, the government will create- one 
million jobs in the next five years,” Rol 
promised: His advisers, wistfully citin 









































the example of Taiwan, reckon tha 
worker-farmers will be less likely to sti 
up labour trouble than urban workers: 
are. | be ON 

‘Roh has promised to see that low- 
come families are able to buy some. 
the shares in the seven state-owned e 
porations that the government plans 
“privatise.” (Although billed as priva 
sation, the government will keep: 51% 
of the shares.) The seven-firms are the 
Pohang Iron and Steel Co.; the Korea 
Telecommunications Authority; .the 
Korea Electric Power Corp.; Citizens. 
National Bank; Small and Medium In- 
dustry Bank; Korea Exchange Bank, 
and the Korea Monopoly Corp. . 

_ Roh, like his campaign rivals, is ral- 
lying behind the flag of economic demo- 
cracy,.a patchwork that includes the 
contradictory themes.of more equal di 
THe 
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ment interference in the economy. Sig- 
nificantly, economic policymakers and 
political analysts believe that the next 
administration will have to work harder 
at building consensus on economic is- 
sues than the current one has. And that 
has many of them worried about South 
Korea’s ability to respond quickly to a 
nasty world economic environment. 
nomic inequality has emerged as 
one of the major issues in the election 
campaign. All four major candidates 
have said that they would increase so- 
cial-welfare spending and narrow the 
gap between rich and poor. 
Inequality is also an issue because 
there are clearly many people who have 
been left behind by development. Only 
half of South Koreans have any kind of 
medical insurance, though the ratio 
has been growing rapidly. Average y 
capita calorie intake peaked in 1977, 
though other measures of nutrition, 
such as protein consumption, have 
steadily improved. 

























R oh is not just relying on promises for 
the future in his bid to win the elec- 
tion. Good old-fashioned pork-barrel 
electioneering is as much a part of his 
rae as are promises of a more 
equitable economic future. 

Rice prices for farmers have been 
raised, oil prices for consumers have 
been cut. Electricity rates for business 
have come down again. Restrictions on 
institutional investment in the stock- 
market are being lifted. And Roh 
a panu on campaign gifts over 
the Chusok holiday in ober — re- 
portedly distributing yos (traditional 
Korean mattresses) and cooking-ware. 

Foreign journalists received hand- 
some lacquered boxes inlaid with 
mother-of-pearl and filled with tradi- 
tional Korean sweets. The Roh cam- 
paign, like some of its rivals, has paid 
people to attend the candidate’s rallies. 
A senior DJP member estimated that 
the party would spend about Won 100 
billion on the election, though parties 
are legally only allowed to spend Won 
13.9 billion. 

Raising the rice pre was probably 
the most economically significant event 
of the election. The mandarins at the 
Economic Planning Board (EPB) had 
called for a 7-8% rise in the price. Roh 
told farmers that they deserved the 
same 14% increase that government 
employees enjoyed this year. 

But after a meeting between top 
EPB officials and senior party officals, 
the 14% increase won the day. The ad- 
vantages of representing the incumbent 
that Roh enjoys may be critical in this 
bitterly contested election, but they will 
not come cheap. No matter who wins 
the election, governmental control of 
the economy will be somewhat less- 
ened, building a consensus on econo- 
mic issues will be more important and 
domestic demand will receive a boost 
fromi incomes. o 




































ToS 
; M pae 











IRE ARER o 


A lack of foresight 


Political rhetoric disappoints foreign businessmen 


undreds of fo. businessmen in 

Seoul jammed into a hotel ballroom 
in late November, at one of the Ameri- 
can Chamber of Commerce’s 
pow-wows aae ear. The oe 
eg aa ns by representatives o 
the four major tial candidates. 
But much of the audience left shaking 
their heads 


with new ape pe i 
more le up policy 
visers. Given gro trade t 

to "ie market to 
foreign companies, the ofa er 
also reflected 1 ted- 
ness for a potential to snub the 
business , inadver- 
t papisa AN 
ong Pil’s representative rushed 
in after the had 
begun. But after him do little 
more than the of the Park 
Chung Hee — of which 


away from the economic propo- 
sals that Roh and his inner circle have re- 


In the firing line 


en- 
re- 


policy 
joysin a campaign largely devoted to 
ou Jong Keun, Kim Dae Jung’s 
economic adviser, was the day’s sur- 
prise. You, who is on leave from a post 
economic planner for the US state 
of New pan S not only managed to 


em,” said You. And only Kim Dae 
support to take a- 
, he added. (This 


usly we cannot have 17- 
18% increases [as we had during last 
summer’s strikes] year after year . . . 
The next government should not try to 

ev . Kim Dae Jung has al- 
for the rights of workers, 
since he was a successful businessman in 
the 1950s. That doesn’t mean he has to 
please everyone.” 





South Korea may replace Japan as EC’s top trade target 


By Shada Islam in Brussels 


Ss Korea looks set to take over 
from Japan as the Asian nation with 
which the EC has the most virulent 
trade cg, bee Recent months have 
seen the unleashing of an unpre- 
cedented number of EC trade actions 
against South Korea, including new 
anti-dumping investigations, rows over 
the protection of intellectual property 
and restrictions on duty-free quotas 
granted under the generalised system of 
preferences (GSP). 

The increase in tensions with Seoul 
comes at a time when relations between 
Japan and the EC are beginning to show 
some signs of improvement. Although 
EC officials insist that they are still “ex- 
tremely worried” about Japanese trade 
policies, Tokyo's recent promises to re- 
move “discriminatory” tariffs on EC al- 
cohol exports and compensate Euro- 
pean exporters for trade gains made in 
new markets in Spain and Portugal have 
gone a long wef towards defusing ten- 
sions between the two sides. There has 
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also been a slight improvement (3.5%) 
in the EC’s trade deficit with Japan. 

Trade relations with South Korea, 
on the other hand, are deteriorating 
fast. The EC ran up a US$1.5 billion 
trade deficit with South Korea last year, 
almost doubling 1985 figures. And, as 
South Korean exports continue to climb 
— soaring by 65% during the first six 
months of 1987 — EC officials have 
begun to warn Seoul against turning 
into a “second Japan.” 

Such wariness means that after years 
of being relegated to the sidelines, EC 
relations with South Korea are now 
under close scrutiny. Trade links with 
all other Asian and Latin American 
somiy industrialised countries (NICs) 
are also being reviewed as, following its 
policy of “greater differentiation” be- 
tween developing countries, the com- 
munity acts to limit the duty-free advan- 
tages it has traditionally offered the 
NICs as part of its annual preferential 
trade offer. 
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Kim Dae Jı Eusa the 
candidate to have Jas pond 


Economy, published in 1985, Kim laid 
out the economic themes that he con- 
tinues to support: growth, equality and 
price stability. Entrepreneurs, farmers, 
consumers 


n-making. 

Faith in the free market runs through 
Kim’s economic like a talisman. 
It would be a mistake to dismiss this sen- 
timent as poh xi to defuse charges that 
oe Kim’s trust in the free 

springs from his belief that 

South Kanea development has been 

controlled by an elite of state techno- 
crats and family-business titans. 

“Most of the economic problems in 

[South] Korea [have] resulted from the 


- tatorship has been responsible for most 
of these market interventions since, by 
its very nature, a dictatorial government 
tends to exercise excessive authority 
over many areas where it should not be 
involved.” 


— Mark Clifford 





But, EC officials admit that South 
Korea, with its potentially large con- 
sumer market, high economic-growth 
rates and soaring trade surplus, is seen 
as posing the “most serious” threat to 
EC economies. It has, therefore, come 
in for the most serious cutbacks in 
its access to the GSP and is currently the 
only country whose exports (of tyres 

brushes) have been completely 
excluded from the 1988 system. 

Unlike other NICs, which have man- 
aged to find some allies in the EC, all 12 
European governments seem to agree 
with the European Commission on the 
need for tougher measures against 
South Korea. “No one ever se san 
tears for South Korea,” says an E 
trade expert. “We do not like its export 
— and we think the market is too 

eavily protected.” 

Pressure for improved access to 
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means a great deal 


When the world’s business travellers set out in 1986, Holiday 
Inn was their first choice as the right place to stay. In fact, over 46 
million business guests stayed at 1,642 Holiday Inns worldwide. 
More than any other hotel chain. 

Holiday Inn commands the prime location for business in every 
corner of Asia and The Pacific. From the Golden Mile on Hong 
Kong’s busy Nathan Road to the Royal Holiday Inn on Scotts Road 
in Singapore, and all the way to Sydney’s center of business and the 
Holiday Inn Menzies. 

We keep doing things right, and that keeps bringing back 
people who want a great deal from their business trip. 
LOCATION * COMFORT® VALUE ————— 


The Worlds First Choice 


% otday Sun 
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For further information and reservations: 


Contact your travel agent, any Holiday Inn or our Regional Director of Sales, clo Holiday Inn 
Harbour View Hong Kong, TST PO Box 98468, 70 Mody Road, Kowloon, Hong Kong. 
Tel: 3-7215161. Telex: HX38670. Cable: INNVIEW. Fax: 3-695672. 

29 Holiday Inn Hotels in Asia-Pacific: Bangalore + Beijing + Bombay * Colombo + 
Guilin + Hong Kong + Islamabad + Johor Bahru + Kanazawa + Karachi + Kuala Lumpur + 
Kuching + Kyoto + Manila + Nagasaki + Narita + Osaka + Penang + Phuket + Singapore + 
Surfers Paradise Australia + Sydney + Tokyo + Toyohashi + Yokohama 
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national norms and standards and 
| “outright favouritism vis à- vis the 


















¿tion to “diversify” trade, officials in 


Brussels say most of the recent South . 
Korean actions to liberalise imports 


have, favoured.the US. Seoul has only 
kept its promise as regards the liberali- 
| sation of imports of large-model (more 
) European cars and wool- 


discrimination . in 
learest in the pa- 

i, says the EC. Com- 
tiators are currently 
‘struggle to try and 







































AVIATION 


-By Paul Handley in Bangkok 
P a move to rationalise. competing 
domestic air services and aircraft pur- 
chase plans, the Thai Government has 
approver a merger of state-owned Thai 
Airways International (TAI) and do- 
-mestic carrier Thai Airways Co. (TAC). 
By the end of March 1988, TAT is ex- 
pected to completely absorb the equip- 
ment and operations of TAC, which 
- gave birth to TAI nearly 28 years ago. 
The long-planned merger will result 
| in reconsideration of the plans of both 
airlines to acquire new aircraft, proba- 
bly resulting in the purchase of two 
“fewer aircraft than originally planned. 
TAI is awaiting delivery of two Boeing 
747-300s and two McDonnell Douglas 
DC10-30ERs, due by year-end, and one 
Airbus A300-600 and one DC10-ER in 
1988. Also definite is the purchase of 
another A300-600 in 1989. Less certain, 
but still likely, are TATS plans to buy 
. four McDonnell Douglas MD-11s in 
1990-93. 
l TAC, meanwhile, has been con- 
templating the purchase of possibly two 
| . aircraft and the replacement of a Boeing 
737-200 which crashed in August.while 
on its landing approach to Phuket. But 
the company has not yet reached a deci- 
sion on buying two Boeing 737-400s — 
Still: to go into production — or another 
Airbus A310. It now. appears likely that 
any purchase will be put off until around 
hile the replacement aircraft will 



















Although Seoul has promised that 
Europe will benefit from its determina- 


Under one wing 


2 Green light for the merger of Thailand’s two airlines 








.this year, according to the company. 
TAL is said by analysts to be losing | con 


kind of protection 
counterfeiting and copyright violations 
as that given to US firms... 
But, while recent talks in Seoul seem 


to have produced the outlines of an 


| agreement on the copyright- and patent- 
-protection issues, South Korea is still re- 
“sisting EC demands that European 


firms should be allowed to convert their 
process patents into product patents. 

EC officials explain that they are not 
asking for a change in-the special bilat- 
eral deal which was rushed through the 
South Korean National. Assembly as 
law late last year and under which US 


firms were given three months after 1 


July to register process patents for con- 


version. Instead, the EC would be satis- 


fied with “de-facto equal treatment” in 
the enforcement of the bill. Unless such 
action is taken. quickly, EC. External 
Trade Commissioner Willy de Clercq 
warned recently, South Korea would 
ae from the community’s 


Exasperation at South Korea’s sys- 






ne 
markets is very annoying,” admits.an of} ~ 
ficial. Such anger has already translated | 
into at least three major anti-dumping” 
investigations into South Korean ex- 
ports of compact-dise players, video- 
cassette - recorders and ‘micro-wave 
ovens. New inquiries into exports of. 
polyester fibre, small colour-TV sets 
and glutamic acid are expected to be 
launched shortly. : 
South Korea is also the current 
target of the EC’s first anti-dumping in- 
vestigation into marine-freight rates, 










¿with eight major European shipping 


lines’ claiming that they ‘are being un- 
fairly’ undercut. on routes between 
Europe and Australia by South Ko- 
rean competitor, Hyundai Merchant: | 
Marine. EC shippers must now ‘prove - 
that Hyundai has been indulging in un- 
fair or “non-commercial” trade practices 
which have caused them injury. o 





Absorbing TAC, which still has a 
small equity holding in TAI (the major 
owner being the Ministry of Finance — 
MoF), will not be difficult for TAI. TAI 
already services TAC’s larger aircraft 
and provides computer services to 
TAC’s booking and other operations. 
Despite these links, it has been. difficult 
to link TAI international passengers 
with domestic TAC flights, and the two 
end up competing rather than comple- 
menting each other on local services. 
Both serve -Chiang Mai, Phuket, Hat 
Yai, Kuala Lumpur and Penang. Both 
also serve Vietnam, with TAI flying to 
Ho Chi Minh City and TAC to Hanoi. 

The merger will also improve TAI’s 
books, which are loaded with heavy 
long-term debt and have been battered 
by currency losses. TAC, according to 
MoF officials, carries a positive asset- 
liability ratio, though no figures were 
given. 


n 1986-87 (ending 30 September), 
both airlines enjoyed substantial in- 
creases in traffic and occupancy. TAI 
reported a 17% increase in passengers 


and a 69.5% seat occupancy; the highest . 
-in the airline’s history. The passenger- 


load. factor on regional routes was 
75.5%. TAC achieved 68.1% occu- 
pancy in 1985-86 and improved on that 


money servicing its domestic routes 








while TAC profits on them, though its 
margins have dropped significantly. -.. 
The latest ‘year should bring TAI re- 
cord revenues of about Baht 24 billion 
(US$943 million) on passengers, mail 
and freight, up from Baht 20.75 billion 
the previous year. TAC said it expects ` 
gross profits of Baht 76 million, roughly 
the same as the year before, but far 
below the Baht 200-300 million gross 
figures for each of the two previous 
years. nae 
TAI, however, suffered. heavy 
foreign-exchange losses in both 1985-86 


‘and 1986-87. The.company deferred its 


1985-86 forex-loss of Baht 6.2 billion, 
enough to wipe out retained earnings of 
Baht 4.1 billion and shareholders’ funds 
of Baht 1.4 billion in that year. 

Informed industry sources say, ac- 
cumulated:forex losses could mount to.. 
Baht 8 billion’ or:more this year, mostly 
from yen-denominated aircraft leases, 
along with European-currency financ- 
ing. At the end of 1985-86, yen debt 
comprised: 64% of, TATs long-term 
liabilities — Baht 22.5 billion at the end 
of 1985-86 and an estimated Baht 38-40 
billion at the end of calendar 1987 — 
while its income is only 15% yen-based;- 
not enough, the airline’s bank creditors ~- 

„say; to cover servicing the yen debt. 

Nevertheless, TAIL in 1986. decided 

for the first. time to defer the forex. . 
losses, a step alse taken by another ` 
major regional carrier, Cathay Pacific. . 
The intention was. to let yen. income ` 
cover the losses over the debt period, . 
while cutting its yen exposure and in- 
creasing US dollar borrowings. o 00° 5. 
: The only resistance to the merger, 
ironically, has come. front the Ministry | 
of Communications has sho’ 
ng debt andin | 
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A HIGHER STANDARD: Here is a blend of elegance and performance usually found only’ 

: SEARE big, luxury cars. Thats because Toyota believes everyone shot 
ALL NEW COROLLAS NOW COME WITH enjoy the newest automotive advancements. And the latest exam: 
TOYOTA MULTI-VVALVE ENGINES. of this thinking is the all-new Corolla. It has an elegantly rounc 
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pe to be proud of. And the high output and efficient multi-valve 
ine in all Corollas puts their performance in far better shape. 
and your driving experience to new horizons with the all-new 
olla. Toyota — World's No. 1 producer of multi-valve engines. 


Navigator 


Your Financial Consultant’s most 
important job is to understand 
where you want to go and how 
to chart your course. 


As a serious international investor, Consultant, we give you access to 


it’s reassuring to know that you 
have a partner who keeps abreast 
of investment opportunities 
virtually anywhere around 

the globe. 

It’s your Merrill Lynch Financial 
Consultant, the person who 
becomes familiar with your objec- 
tives, and helps you fulfill them 
with all the resources of one of the 
largest, most experienced finan- 
cial institutions in the world. 

Through your Financial 


markets around the world, around 
the clock. We offer you the benefit 
of our top-ranked research team. 
And we provide you with a broad 
array of other services. 

You will also have the satisfac- 
tion of knowing that your Financial 
Consultant has been trained in a 
program that is widely regarded 
as the finest in the industry. 

Merrill Lynch Financial Consul- 
tants are ready now to help you 
move closer to your investment 








goals in eight offices in five 
countries throughout Asia and the 
Far East. Call our office nearest 
you today. 
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Coconut conversion 


Aquino’s policy turnaround antagonises businessmen 


By Jose Galang in Manila 
A decision by the Philippine Govern- 
ment to require the use of coconut- 
based chemicals for the local manufac- 
ture of soaps and pice gs (rather 
than alkylbenzene, which is derived 
from imported oil), has stirred much de- 
bate. Critics say the policy runs counter 
to President Corazon Aquino’s vow to 
let market forces rule without the kind 
of government intrusions which made 
the Marcos administration unpopular 
with business. 

The policy was first promulgated in 
1983 by Marcos in favour of United 
‘Coconut Chemicals Inc. (Unichem), os- 
tensibly to promote the use of indigen- 
ous raw materials by local pro- 
cessing industries. But busi- 
ness took a dim view of the po- 
licy, because Unichem was 
70% owned by the United 
Coconut Planters Bank 
(UCPB), which was organised 
by known Marcos associate 
Eduardo Cojuangco with the 
use of a fund collected from 
levies on domestic coconut 
production. 

Moreover, Marcos simul- 
taneously banned imports of 
the petrochemicals used to 
make soaps and detergents, 
but with the proviso that in the 
event of any shortage of substi- 
tute coconut-based chemicals, 
Unichem would be the sole im- 
panied of the petrochemicals. 

nichem is partly owned by 
Lurgi GmbH of West Germany, 
which hasinvested some US$15 
million in the P1 billion 
Eome. million) oleochemical-manu- 
acturing plant built by Unichem. 

Unichem and UCPB, and several en- 
terprises controlled by Marcos relatives 
or cronies, have been sequestered by 
the state Presidential Commission on 
Good Government on charges that they 
were acquired or set up illegally with the 
use of public funds during the Marcos 
administration. Unichem’s plant has the 
capacity to process 60,000 tonnes of 
coconut oil annually into industrial 
chemicals such as glycerine, coconut 
fatty acids and coconut fatty alcohol. 

Coconut fatty alcohol is a raw mate- 
rial that acts as a foaming element, or 
surfactant, in soaps and detergents. 
Currently, alkylbenzene is the most 
widely used surfactant among the local 
soap and detergent manufacturers, 
which include Philippine Refining Co. 
(the local affiliate of Unilever) and 
Procter and Gamble Philippine Manu- 
facturing Corp. 
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Aquino’s policy, promulgated just 
before she ious low- mking powers dith 
the opening of the new Congress in July, 
lists an increasing amount of ioa 
available raw materials that must be 
used ty the soap and detergent indus- 
try. The programme starts in April 
1988. It sets. a minimum cocochemical 
content to be used by soap makers at 
20% by 15 April 1989. rising to 40% 
after a year and to 60% by 15 April 
1991. The policy bars the establishment 
of sp and detergent-making facilities 
that not use cocochemical-based 
feedstock. 

The local producer of alkylbenzene 





is LMG Chemicals Inc. , whose plant has 
a capacity of 22,000 tonnes of the 

um-based chemical. Annual con- 
sumption of the surfactant runs at 
around 40,000 tonnes, and is estimated 
to grow by around 5% a year in the next 
three years. The new rule for the shift to 
cocochemicals would depress the an- 
nual consumption of alkylbenzene to 
about 18,000 tonnes by 1991, according 
to industry estimates. LMG Chemicals 

P300 million in sales a year. Im- 
ports of alkylbenzene and its raw com- 
ponents, on the other hand, amount to 
some US$25 million a year. 


n recent weeks, Aquino’s program- 

me prompted in Congress for 
a law requiring the complete shift to 
cocochemical-based surfactants by July 
1988. The backers of this plan say it 
would protect the local coconut indus- 
try, which supports about a third of the 
country’s population, against certain 


oS an ee ee ta) ee a ER ee a ~ 


i z gare 


tectionist moves in Europe and the 


ro 

Us. The EC has been reported to be 
planning to tax all vegetable-oil im- 
ports, including a tax of US$370 a tonne 
on coconut oil. In the US, the American 
Soyabean Association has been pursu- 
ing a publicity campaign against tropical 
fats, which are being described as 
dangerous to the health. 

e proponents have also described 
alkylbenzene as a “non-biodegradable” 
chemical that pollutes the environment. 
The chemical-is said to be banned al- 
ready in 55 countries. Only 22 develop- 
ing countries continue to use it in con- 
sumer de nts. 

LMG micals has protested 
against the further pees of the rule 
against the chemical. It has called for 
free competition between alkylbenzene 
and coconut fatty alcohol instead of 
“displacing a viable enterprise.” The 
company also invokes its regi 
a pioneer enterprise with the Board of 


Investments, with a foreign partner as — 


investor. “To ban alkylben- 
zene now points to an inconsis- 
tency in government poli 
concerning investment,” LM 
Chemicals officials say. That 
could undermine the Aquino 
government’s campaign to at- 
tract more foreign investment 
as a necessary element in fu- 
ture Philippine economic 
growth, 

LMG Chemicals also said 
the shift would eventually 
mean higher retail prices of 
soaps and detergents, given 
that the price of coconut oil on 
the world market has gone u 
(it is now about 22 US cents al 
and “is estimated to reach 50- 
60 US cents,” according to 
LMG Chemicals). 

The local producers of 
soaps and detergents have also 
suggested there would be 

eater economic benefit if 
coconut fatty alcohol were exported in- 
stead, rather than gomang the entry 
of alkylbenzene. They estimate that 
local manufacture of detergents alone 
would entail extra costs of P500 million 
a year under the shift. 

According to one analysis, Unichem 
needs government intervention because 
it has not been able to penetrate the ex- 
pr markets — for which it was estab- 
ished originally. Unichem is said to be 
selling its coconut fatty alcohol to its 
European and US buyers at 10-40% of 
market prices. Its principal buyers 
(Procter and Gamble of the US, Henkle 
of Europe and Kao of Japan are all ac- 
tive buyers of coconut oil. 

Unichem is criticised for having failed 
to tap the downstream markets, or the 
end-buyers of these principal markets, 
where prices are said to be much higher 
than those contracted for by its main 
customers. The enterprise incurs losses 
of some P50 million a year. o 


ation as- 


eS 3 








“An alternative to politics 
As s economic ministers, who are increasingly con- 

vinced that the regional grouping must either move 
- boldly forward or lose: its raison d’être, have committed 
themselves to a packa age of cooperation initiatives which, on 
paper, are the most far-reaching in its 20-year history and 
could reverse the growing public Tadifference toit. 

The third Asean summit attended by heads of govern- 
: ment of Brunei, Indonesia, Malaysia, the Philippines, ! Singa- 
pore and Thailand — due to be held in Manila in mid-De- 
cember — will endorse the package. 

A desire to reduce regional tension in the 1960s and a pro- 
found sense of vulnerability to an aggressive Vietnam in the 
1970s made diplomacy the main thrust of Asean cooperation. 

On the economic front, there were successes of individual 
economies and collective external bargaining. But progress 
‘has been slow in intra-regional cooperation involving real 
economic give and take — an unavoidable outcome of the 






their mutually competitive exports and industrial policies. 





gap in member countries’ levels of development as well as - 





mic cooperation to overcome its. image a asa “single i issue or- 
ganisation” specialising in condemning Hanoi, and to con- 
tain the resurgent centrifugal | forces which could undermine 
the grou inga political unity. The new economic thrust has 
been fuelled by the growing possibility of a Cambodian set- , 
tlement which excludes Asean. 

Economic cooperation is considered necessary also to 
cope with Asean’s economic difficulties, most dramatically 
highlighted by the decline of exports of all six members in 
1985. The dashed “export optimism” is attributed variously 
to the drop, possibly a akene and long term, in world com- 
modity prices and rising J arra a against manufactured 
imports in the developed countries. 

Accelerated technological change in the developed indus: 





























| trial economies is also reducing labour costs and discouraging 











the flow of investment to pear countries, making 
catching up even more difficult for the latecomers. 

Asean’s search for regional solutions to these problems is 
understandable, though good results are by no means 
guaranteed. The REVIEW evaluates the performance to date’ 
of Asean, particularly as an economic entity, and examines 
the initiatives put forward by its economic ministers. ° 





| But today Asean leaders want to push intra- Asean econo- 




































door to itself? 


Asean member 
states, faced with a 
drop in commodity 
prices, a rising tide of 
protectionism and the 
quickening pace- of 
technological change, 
are’ being pushed to 
adopt a wide-ranging package of mea- 
sures aimed at boosting economic co- 
operation. 

The measures, drawn up by Asean 
economic ministers, would boost trade 
between member countries by lowering 
tariff barriers. The main goal of the 
ministerial initiative, which now awaits 
the approval of Asean heads of govern- 
ment, is to increase the efficiency 
and international competitiveness of do- 
mestic industry by exposing it to regional 
competition. But opinion is sharply di- 
vided on whether Asean has the politi- 
cal will to carry through the initiatives. 

The measures, which are based on 
blueprints drawn up recently by private- 
sector experts, will mean that in five 
years at least 50% of intra~-Asean trade 
> will be covered by. preferential trading 
arrangements (PTA) against: the cur- 
rent 5%. This will mean that trade in 
|. such key commodities as oil, rubber, 

` sugar and rice as well as manufactured 
“goods will have to be liberalised. 
Clearly’ the ministers, like eco- 
nomists at Singapore’ s- Institute of 
Southeast Asian Studies GSEAS) under 


WHO CARES? 



















~~ Susumu Awanohara 








Will Asean open the 


: By Susumu Awanohara in Singapore and Kuala Lumpur 


H. C. Rieger, US economist Seiji Naya, 
and the Group of 14 (G-14), led by 
Malaysia’s. former economic minister 
Datuk Paul Leong and reporting to the 
Asean Chamber of Commerce and In- 
dustry, are pushing genuine intra-re- 
gional cooperation, not just coopera- 
tion in external bargaining. 

The ministers rejected. “defeatist, 
purist and naive approaches” ‘to: intra- 
regional cooperation. A defeatist ap- 
proach, says Rieger, assumes a con- 
tinued lack of political will to cooperate 
and favours the status quo. A purist ap- 
proach takes the global economic view 
and argues against any regional coope- 
ration scheme. The naive approach ex- 
pects member governments to ‘discard 
national interests for larger regional in- 
terests. The ministers, as well as the ex- 
perts, claim to be realistic and all seta 
time limit for achieving their ‘more or 
less concrete goals. 


One common conclusion reached by | 


the experts and the ministers is that a 


textbook model of economic integra- | 


tion, such as a freé-trade area, cus- 
toms union or common market, can- 
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not be applied to all of Asean. 

Asean now practices modest prefe- 
rential trading arrangements, reducing 
by a margin tariffs on intra-regional 
trade of selected non-sensitive items. It 
would become a free-trade area if it 
eliminated all intra-Asean tariffs, but 
allowed members to maintain their own 
external tariff levels. 

Asean’ could further become a 
customs union when, in addition to 
cutting internal tariffs to zero, it 
equalises members’ external tariffs. 
Free intra-Asean mobility of capital and 
in addition to zero internal 
tariffs and common external tariffs, 
on create an Asean common mar- 

et. 

But in a free-trade area, unless free 
trade is confined to goods originating in 
member countries, imports from out- 
side Asean could enter through low- 
tariff Singapore to all members, thereby 
nullifying the latter’s respective exter- 
nal tariffs: 

To protect domestic production and 

employment in the higher-tariff mem- 
bers, rules“of: origin, setting Asean 
domestic content requirements, must 
be introduced. But a high local-content 
requirement would again stifle intra-re- 
gional trade. More importantly, rules of 
origin, which already exist under the 
PTA, are difficult to administer. 
A customs union encompassing all 
six members is unrealistic because of the 
wide disparity of tariff rates. The high- 
tariff countries would ‘resist lowering 
protection. For Singapore; which de- 
pends.on entrepot trade and. duty-free 
entry of imports, raising. the tariff wall 
would be suicidal. >. 

So: with: the exception of ISEAS, 
which wants a combination of a customs 





















union (comprising Indonesia, Malaysia, 
‘the Philippines a ailand) and a free 
trade.area linking it with Singapore and 
Brunei,.all proposals, including that of 
the ministers, call for a gradual 
strengthening of the existing PTA — in 
effect a move.towards a free-trade area. 
Naya wants an “Asean trade area” 
where 80-90% of the total value of inter- 
nal'trade would be covered by the PTA 
by the year 2000. G-14 would like an im- 
mediate minimum 50% tariff margin of 
preference (MOP) on all non-agricul- 
tural intra~-Asean trade items. This 
would mean eliminating the famous 
PTA exclusion lists which have pro- 
tected sensitive items and slowed intra- 
Asean cooperation. But G-14 is propos- 
ing alternative provisions which would 
still allow the.exclusion of such items. 
The ministers have considered these 
and other recommendations and agreed 
on their own strategy for the next five 
years. Specifically, the ministers are 
proposing to the summit that: 
» Exclusion lists of individual member 
countries should be reduced sharply to 
no ‘more than 10% of the numberof 
traded items. 
» Items remaining in the PTA exclu- 
sion lists should not account for more 
than 50% of intra-Asean trade value. 
» MOP should be raised from about 
25% to 50% for existing PTA products 
and set at a minimum. 25% for items 
newly covered by the PTA. 
» Asean content requirement should 
be reduced from 50% to 35%. 


tion of new Asean industrial joint ven- 
tures (AIJVs), which qualify for official 
protection and preferences. They are 
preparing a pre-approved list of AIJV 
products which would automatically 
qualify. And to. encourage foreign. in- 
vestment, they are raising the ceiling on 
non-Asean e¢quity in AIJV projects 
from 49% to 60%. It is also proposed 
that the MOP for AIJV products, which 
was recently raised from 50% to 75%, 
should be raised further to 90% and that 
the waiver period for non-participating 
‘countries be extended from four to eight 
years. 

The ministers are also calling for 
further ‘intra-regional. cooperation in 
the areas of commodities trade, finance, 
transport and tourism. But they did not 
address the question of restructuring 
Asean institutions, which G-14, for one, 
feels is necessary for real economic co- 
operation. 

Pessimism, and even cynicism, pre- 
vails among some of the most know- 
ledgeabie observers of Asean economic 
cooperation. They feel that Asean offi- 
cials, under pressure from domestic in- 
dustries clamouring for continued pro- 
tection, will have to proceed slowly in 
the introduction of their proposals. 

¿o The officials could, for example, in- 
flate the number of items included in the 











n the area of investment, the ministers 


have agreed to speed up the forma-. 




















PTA by breaking down these items into 
constituent parts, as they have done in 
the. past, or simply go back-on their 
promises, said one expert. 

Reduced domestic-content require- 
ments might encourage traders to take 
advantage of tariff cuts under the PTA 
rules of origin — which they have often 
not bothered to do — but these rules 
would still create tremendous oppor- 
tunities for more corruption, particu- 
larly, among customs. officials, say the 
pessimists. They also express doubt 
about the AIJVs, saying that no amount 
of tinkering with AIFV rules would 
make administered. distribution of. in- 
dustrial ventures smooth or effi- 
cient. 

Even officials and experts who are 
more optimistic recognise the danger of 
promoting intra-Asean trade, account- 
ing for no more than 20% of Asean’s 
total trade, at the expense of trade with 
the rest of the world. Preferences given 
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ttempts at serious intra-regional 
economic cooperation only began 
with the signing of the Declaration of 
Asean Concord in 1976, nine years after 


| the grouping’s establishment. Trade 


liberalisation and industrial. coopera- 
tion formed the core of these new ef- 
forts, supplementing Asean’s already- 


effective cooperation in dealing with 


outside powers. 
- Nearly a dozen years later, most ob- 


servers agree that intra-Asean econo-. |. 
| mic cooperation has made little head-: 


way, despite the time invested in it. One 
indicator is the growth in intra-regional 
trade, since Asean’s various industrial- 
cooperation schemes (and the preferen- 


| tial’ trading arrangements, or PTA) 
Should generate additional trade inside |. 
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and its recent ups and 
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Nothing ventured 





to Asean producers would inevitab 
discriminate against those of- non- 
member countries, affect consumer ` 
welfare within Asean and possibly in- 
vite retaliation from non-members. 
They point out that th 
intra-Asean trade cann 
mic end in itself. Its valu 
to which it helps increase 1 
and international competitiveness of | 
domestic industries. Without efficient, 
competitive industries, Asean countries © | 
cannot hope to.stay in the race for pros- 
perity. wh ata Fa 3 
Trade in manufactured goods among 
Asean members is. already . growing 
rapidly.. Some experts argue that thi 
shows there is great potential for expan: 
sion nternal horizontal trade -=a 
type of trade which makes the EC so ef- 
fective :—— provided that each: membe 
puts its house in. order and at 
same. ‘time implements :cooperativ: 
measures. -p 









































PROFILE OF ASEAN ECONOMIES 


REVIEWCHART by Ricky Hui | 












accounted for by Singapore’s imports of 
crude oil and exports of refined oil pro- 
ducts —- which neither fall under the 
PTA nor have anything. to do with 
Asean's industrial-cooperation schemes. 
Intra-Asean. trade as a-proportion of 
Asean’s total trade.barely topped 20% 
in 1983 and then declined again, com- 
_pared:with the EC — where internal. 
‘trade accounts for-more than 50% ofthe 
“European group’s total trade. 

: In fact, the biggest problem with the 
PTA, which centres on exchange of 
tariff preferences, has been that rela-. 
tively few important items of. intra- 
Asean trade are covered. Instead, pre- 
ferences have been offered to the prove- 
rbial snow ploughs and other insignific- 1. 
ant items... 

Itis true that exchange of prefer- | 
ences was-accelerated by the adoption 
of an across-the-board approach for 




































12,000 trade items were accorded MOP 
concessions ranging from 20-50% of 
existing external tariffs. © = | 

-But officials of member’ govern- 
ments are allowed to compile: liberally 
lists of “sensitive” items — items whose 
preferred entry into a member country 
might damage domestic-interests — to 
be excluded from the across-the-board 
exchange of preferences. According to 
one recent count; excluded items ac- 
counted for as much as 25% of all trade 
items in the case of the Philippines, 39% 
in Malaysia, 54% in Indonesia and 63% 
in Thailand. In contrast, Singapore 
excluded only 2%. (No comparable fig- 

- ure is available for Brunei, which like 
Singapore, has a liberal trade policy.) 

Estimates by academics show the 
PTA has hardly boosted intra-Asean 
trade. And a recent study found that 
despite the large number of items eligi- 
ble for preferential treatment, only 








Attempts. at 


industrial cooperation 


| — Asean industrial - projects (AIP), 


Asean industrial’ complementation 
(AIC) schemes. and Asean industrial 
joint ventures (AIJV) — have also pro- 
duced meagre results. 

The set of five large-scale govern- 
ment-sector AIPs — a urea project each 
for Indonesia and Malaysia, superphos- 
phate for the Philippines, diesel engines 
for Singapore and soda-ash for Thailand 
-was launched with great fanfare, and 
with the help of a US$1 billion soft-loan 
offer from then Japanese prime minister 
Takeo Fukuda at the Asean summit in 
Kuala Lumpur in’ 1977. Each project 
was to cost US$200-300 million. 


Te original idea was for the AIPs — 
which would be 60% owned by the 
host country and 10% by each of the re- 
maining four member governments — 
to exploit economies of scale in produc- 
tion and an expanded market for the out- 
put which would come under the PTA. 
Only Indonesia and Malaysia. have 
completed their respective urea plants, 
despite cost overruns, difficulties in 
reaching marketing. arrangementsin the 

































The Philippine superphosphate pro- 
ject was abandoned when feasibility 
studies predicted a product price far 
above the world level. Manila then 
shifted to a pulp-and-paper plant and 
further to a copper-fabrication project, 
but there has been no progress. Thai- 
land officially dropped its soda-ash pro- 
ject for complex feasibility and environ- 
mental reasons. 

Singapore virtually dropped out of 
AIPs when its diesel-engine project 
faced competition in other member 
countries and looked unviable, aban- 
doning the project.and taking a nominal 
1% — rather than the agreed-on 10% — 
share in others’ AIPs. (However, in a 
token but-placatory gesture, Singapore 
later announced à small hepatitis-vac- 
cine plant as its new AIP.) - 

This led to Singapore’s “five minus 
one” formula, which said: “When four 
agree and one does not object, this ‘can 
be considered as consensus and the 
four should proceed with a new regional 
scheme.” Now the notion.of “six minus 
x” has replaced: strict consensus: as 
the working principle in Asean’s econo- 






























By Rodney Tasker in Bangkok 


In some ways, it is a 
Eaa Wonder Asean was 

Eade ever formed. The 
F 4 original five countries 
{which signed the 

| Bangkok Declaration 
in 1967 had little in 
common, apart from 
their climates and natural resources. 
Four of them had recently emerged 
from serious disputes with one or more 
of the others. Yet, politically at least, 
Asean has managed to nurture a sur- 
prising degree of cohesion. 

This has been more as a result of ex- 
ternal factors which have forced. the 
group ——. which swelled to six. when 
Brunei joined in 1984 — to close ranks. 
From the start, the. >>- 
grouping was never offi- 
cially intended to be a 
political bloc with se 
rity as its main priori 
But that is the way ithas- 
turned “out, with the- 
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Fear of Indochina - 
helps forge cohesion 


federation, a territorial dispute between 
the Philippines and Kuala Lum- 
pur over the East Malaysian state of 


Sabah — which at one stage led to a 


break in bilateral relations — and the 
traumatic expulsion of Singapore from 
Malaysia, all in the early 1960s, the five 
non-communist countries. found com- 
mon cause, mainly in á bid jointly to 
confront communism. 

When Asean was formed, Britain, 
the former colonial master of Malaysia 
and Singapore and at that time still a 
military power in the region, had just 
decided to withdraw: its forces from 
Southeast Asia. The US was about to 
hand over the Vietnam War to the 
South Vietnamese. China was the 





proclaimed desire “to 

















foster economic, social ~ 












major communist wolf, actively sup- 
porting communist parties in the region, 
and the Soviet Union was the main power 
fuelling North Vietnam. But for the first 
nine years, Asean was a ‘grouping more 
of form rather than substance. It took 
the communist victories in Indochina in 
1975 to jolt it into real cooperation. 

The first Asean summit was hur- 
riedly arranged in Bali in February 
1976. Flushed with victory, and backed 
by the Soviets and Chinese, the new 
communist leaders in. Indochina ap- 
peared poised, in the eyes of the five, to 
swallow up the resource-rich but poorly 
defended Asean region. The Bali sum- 
mit issued two documents, to give more 
political and economic substance to the 
concept of regionalism. 

- During the post-Bali period, grow- 
ing priority was given to forging special 
links with the major industrialised coun- 
tries. At the second Asean summit in 


_ Kuala Lumpur in 1977, the prime minis- 


ters of Japan, Australia and New Zea- 
land were invited to talk to the five 
Asean leaders. Since 
then, foreign ministers 
of these three countries, 
plus the US and 
Canada, and the senior 
representative of the 
EC, have become per- 
manent fixtures at the 
annual. Asean foreign 





and cultural cooperation 
falling by the wayside. © 
Despite Konfrontasi 
(Confrontation) between ~ 
Indonesia and the ni 
ly. formed: Malays 

















‘ministers’ meetings. 
The ‘late 1970s and 
-early 1980s saw Asean 
~ becoming ‘more politi- 
| cally confident in con- 
fronting communist 











mic (but not political) cooperation. 
Officials and businessmen held at 
least a dozen long negotiating sessions 
over two years, at great cost, to identify 
and-allocate the first set of just 10 car 
components to be manufactured in the 
five countries:and traded preferentially 
under the private-sector AIC scheme. 
This set, including small diesel engines, 
panels, spokes. and drive chains, has 
been implemented, with very little im- 
pact on intra-regional trade — and that. 
has been the total achievement in AIC.. 


To idea of AIC was to let the pri-: 
vate sector decide on specialisation 
within given industries, such as car mak- 
ing, protect the participating compo- 
nent makers from competition initially 
and allow preferential trade of the com- 
ponents under the PTA. AIC propo- 
nents, notably businessmen who wished 
to become beneficiaries, said it would 
stimulate trade within Asean and that in 
time the protected manufacturers 
would gain efficiency. Singapore openly 
opposed granting exclusive production 
rights‘and worked to minimise them. 
The difficulty of getting AIC schem- 


| tered-down versions of AIC schemes 
and demand fewer concessions. An | 
| ing began in the early 1970s, when 








es started led businessmen to pro- 
pose AUVs, which in some ways are wa- 





might, as China reverted from hostility. 





to the grouping to one of active 
friendship, and the communist in- 
surgencies in all but the Philippines sub- 
sided. For instance, in 1978 when Viet- 
namese boat-people started arriving at 
Asean shores, the five Asean foreign 
ministers at their annual meeting were 
visibly nervous about making any 
pointed criticism of Hanoi. The follow- 
ing year, after the Vietnamese invasion 
of Cambodia and installation- of the 
puppet Heng Samrin regime in Phnom 
Penh, there was no such reservation. 
The Asean. countries subsequently 
became increasingly strident in their 
condemnation of Vietnam’s military oc- 
cupation of Cambodia, and the issue has 
become a catalyst in maintaining the | 
group’s cohesion. It was something of a 
political coup. for the five to be able to 
persuade three mutually © suspicious 
Cambodian factions resisting Hanoi to 
join hands in a coalition in July 1982. 


|; has been another achievement to 
lobby the world successfully since then 
to ensure that the coalition, led by 
Prince Norodom Sihanouk, remains as 
the UN-recognised government of Cam- | 
bodia, even though it includes the uni- 
versally loathed Khmer Rouge. 

While the Indochina issue is perhaps | 
the most crucial factor ensuring Asean 
unity, it has also served to highlight 
some lingering differences among. the 
six. Given its “frontline” position and 
centuries of prickly relations with Viet- 
nam, Thailand takes a hardline position | 
towards the Vietnamese. 

In this context, the Thais are solidly 








: b zam PHILIPPINES 


ADV involves investors from at least 
two Asean countries holding a com- 
bined 51% stake equity and qualifying 
for a preferential tariff (the MOP 
started at 50% and was raised recently 
to 75%) — but only in the project-par- 
ticipating countries. Governments can 
choose to opt out of AIJV projects. 
Although it is suposedly much easier’ 
to start AH Vs than AIC schemes, only 
a handful of projects (including car 


and motorcycle parts, security paper’ 


and slaughtered meat) have been. ap- 


Ww ASEAN’S STRUGGLE TO SELL ABROAD 


40+ (96) mea 


supported by Singapore — a small, pre- 
dominantly Chinese. republic: with. a 
Majority-Malay country to the north, 
and 160 million Malay-stock Indone- 
sians to the south. 

Indonesia, Asean’s offshore power, 
views. China as the long-term threat 
to the region, particularly given the 
dramatic attempt by the China-backed 
Communist Party of Indonesia to seize 
power in 1965. Therefore the Indone- 
sians, and to a lesser extent the Malay- 
sians, view Vietnam as a potential buf- 
fer-against any Chinese expansionism. 
They are also concerned about Thai- 
land’s closeness -with China, which 
Bangkok defends as Asean’s bridge to 
Peking — an unavoidable power in. the 
region. . pi : 

A recent indication of Indonesia’s 
different perception of Vietnam was In- 
donesian Foreign - Minister Mochtar 
Kusumaatmadja’s agreement with the 
Vietnamese that the three Cambodian 
resistance factions and the Hanoi- 
installed Heng Samrin regime should 
meet informally for a “cocktail party,” 
joined later by the Vietnamese. While 
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| that Vietnamese Foreign. Minister 





















proved and a few are in operation 
Asean’s collective external bargai 


member states together pressed for ex- 
panded coverage of their products in the. 
EC generalised system of preferences 
— with moderate success. This led to 
coordination of positions in the: Gatt- 
Tokyo Round negotiations. Asean also. 
took up the cause of its natural-rubber 
producing members, which acc ; 
Japan of pushing production of synthe- 

tic rubber and dumping it, winning 
significant concessions from Tokyo. - 

~~ Susumu Awanohara 



















































> REMIEWGRAPHS by Andy Tang and ivan Kwong 
Mochtar may-have taken the Vietnam- 
ese at their word that they would bein- 
volved in the session, the Thais and Sin- 
gaporeans did not trust Hanoi's inten- 
tions, worrying that. this was part-of a: 
ploy by Vietnam to portray the Cambo=. 
dian issue as purely a civilwar..  . © 

“Nothing has come of Mochtar’s ini- 
tiative, and the Cambodian problem ~ 
remains on the diplomatic drawing 
board. 

In Manila, the summiteers will be 
very. conscious of another meeting, 
likely to take place in Paris in early De- 
cember, between Sihanouk and Cam- 
bodian Premier Hun Sen. It is possible 





Nguyen Co Thach will take part; he is < 
due to attend the congress of the French. 
communist party. Asean statesmen fear 
that Hanoi and Phnom Penh: could put 
together an offer attractive enough:‘to 
lure ageing Sihanouk back, robbin, 
Asean of the leverage the prince: still 
commands — one more reason why the 
Manila summit has been billed-as á ses- 
sion to launch a new surge in economic 
cooperation. 


















Japan finds As 
a frustrating pa 


By Nigel Holloway in Tokyo 

An Asean summit in 
Manila will have only ` 
a- rough draft of 
Japans - plans for- 
financial: cooperation 































The story,of th 
encountered in dev mme 
the 

group’s inability. to cooperate more 
closely in economic affairs. a 
When Japan’s former prime -minis- 
_ter, Yasuhiro. Nakasone, announced on 
a visit to Bangkok in September “a new 
. financial-cooperation programme. [for 
Asean] amounting to no less than US$2 
billion,” he provided. no details of the 
scheme, because there were none. 
There are hardly any more now. 
Japan only held its first formal meet- 








sean 
rtner 


ing with Asean‘on the scheme in Kuala 
Lumpur on 12-13 November. A Japan- 
ese Government mission visited all six 
Asean capitals between 27 September 


cand. 11- October, but Tokyo ‘officials 


have advanced little beyond the head- 


scratching stage. 


One of the main purposes of the trip 
was to work out how much. money 


+ Asean needed. But none of the six were 


able to- specify an amount, Part of the 
problem is that the main aim of the 
scheme is to help Asean’s private busi- 
nesses, not the public sector. But it is 
difficult for government's to identify 
private-sector schemes worthy, of Ja- 
panese loans. No grants will be offered. 

Strengthening intra-Asean coopera- 
tion, the other main objective of the 
scheme, will be even harder to achieve. 
Japanese Foreign Ministry officials who 
toured Asean like the idea of promoting 





the problem for such joint ventures. 
Few of them have got off the ground be- 
cause only a small number of firms have 
worked out profitable joint ventures. 
Some. Asean members want each 
country to be treated equally under the 
Japanese programme, though they said 
that this did not mean dishing out equal 
amounts of money to each member. 
-One idea was that all projects should be 
offered the same loan terms and condi- 
tions, but this seemed unfair given the 
wide disparity of income among the six. 
“Only two of the countries, Malaysia 
and Indonesia, had prepared well for 
the mission's visit, say Tokyo officials. 
They were not able to specify how much 
money was needed, but at least they, 
could show clearly how the cash could 
be channelled to desired projects: 
Singapore was notable for its anxiety 
not.to be excluded from the fund. 
One of the reasons for these difficul- 
ties. is the sheer novelty of Japan’s idea. 
It may not sound like much, but the pro- 
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Waiting in the lobby 

























By Nayan Chanda in Washington 
WAP hile it is difficult to prove what 
WV role Asean lobbying has played in 
enhancing its group-interest, indepen- 
dent observers give creditto the associa- 
tion and to a few members in particular 
-for helping to head off some of Wash- 
| ington’s more protectionist legislation. 
_. However, whatever clout the group 
has-in Washington. is reduced, in the 
eyes of the US Congress, by the fact that 
none of the six member countries, ex- 
cept Singapore, are seen as true free 
„traders. The massive US trade deficit 
-| and concern over constituent interests 
‚valso tends to overshadow any sympathy 
~ legislators may have for Asean: 
Since the establishment of an official 
US-Asean. dialogue a decade ‘ago, 
Asean embassies in Washington have 
organised the Washington Asean Com- 
“mittee (WAC). It meets once a month: 
to discuss matters of common. concern ` 
- and develop ‘strategy for dealing with 
the US: In-recent years, as the threat of 
protectionism has: grown, the commit- 
tee has spent an increasing amount of 
: time lobbying the US administration. 
= This “year the committee hosted 
> lunches for. senior. officials and wrote 
nearly a dozen letters arguing Asean’s: 
| case’ against: harmful legislative actions 
= from provisions in trade bills to legis- . 
lation: hindering sales of tropical oils. 
The six Asean ambassadors have also 

































embarked on “road shows,” 






around the US, meeting local officials 
and the media and addressing public 
meetings. The WAC has helped in- 
crease awareness of Asean in a country 


“where, according to one recent poll, a 


sizeable: portion of the population 
thought Singapore was communist run. 
In addition to their own efforts, all 
the Asean embassies retain lobbyists 
and trade: consultants to cope with the 
increasingly complex : protectionist 
legislation. Former CIA director Wil- 
liam Colby and former chairman of the 
House subcommittee on Asian. and 
Pacific affairs Lester Wolff are among 
the consultants retained by some of the 
Asean countries. Ë 


J ust how effective Asean- has been in 
promoting its interests is a matter of 
debate. One congressional source says 
that Singapore, as the only free-trading 
nation inthe group which has also pass- 
ed . copyright... protection legislation, 


enjoys. the support- of international- 


minded legislators. . ' 
Prime Minister Lee Kuan Yew’s 


: eloquent address to the Congress in 
_ 1985 on the dangers of protectionism is 
‘still remembered by many legislators. 


But «when it comes to voting on 
specific - legislation, that- warning 
against such a move is easily forgot- 
ten, ~because,. as. one congressional 
leader pointed’ out, there were no 











Singaporean voters in’. his: district. 
Asean ‘isa relatively. insignificant 
player on the. Washington scene, In 
March, after some effort, the six Asean 
ambassadors managed to get an ap- 
pointment with Sen. Lloyd Bentsen, 
chairman of the powerful Senate Fi- 
nance Committee, to raise their con- 
cerns over the omnibus trade bill. The 
meeting lasted just 20 minutes. Con- 
gressional leaders often reply to the let- 
ters written by Asean ambassadors but 
invariably in a non-committal way. “We 
would like to believe that our effort has’ 
some impact,” says one diplomat, “but 
there is no way we can quantify it.” 
Asean sources claim, and some trade 
specialists believe, that intense lobbying 
by Asean embassies in Washington was 
a factor in influencing the rejection last 
year of a protectionist textile bill named 
after Congressman Ed: Jenkins. Not 
everybody. agrees, however. “[The] 
Jenkins Bill. was defeated because it was 
a bad bill,” says one veteran trade 
analyst. “Many voted in order to satisfy 
their constituents but also with the 
‘knowledge that it would be vetoed by 
the president.” 

‘Another case. of an apparently suc- 
cessful group effort by Asean was‘the 
recent decision by the Senate Agricul- 
ture Committee not to ‘accept an 
amendment that would have hit Asean 
palm: and coconut-oil producers — Ma- 
laysia, Indonesia and the Philippines. 

« One thing is certain. Asean members 
as‘a group have had better access to in- 
fluential people than they. would ever 
have had as individual countries. 







The People’s , Republic of 


China Year-Book 1987 | 

The People’s By ane of China Year- 
Book 1987 is not only fascinating reading | 
for those with social and cultural interests in 
China; but an essential reference for 
people with business deali ings in the 
country. 

What is it? 

This classic volume with over. 750 pages 
singularly offers the most complete guide ....., 
to every aspect of life within China f 
available today. Its contents range from 
the people and culture to economics, 
finance, trade, politics, education, science 
and technology. Plus countless other 
subjects covered in precise detail. 

Itis the culmination of thousands of hours 
in research invested by the New China 
News, Ltd., professionals who know the 
country intimately. The result is a 
cyclopaedia of tnparalicled insight and 
information. 


Who needs it? 
If you have any‘interests in China at all 
then you'll find the People’s > 
Republic of China Year-Book- 
1987 to be an essential 
companion. And, because 
itis completely indexed, it 

is a particularly helpful 
reference for'students, 
professors and people conducting | 
business i in or With the country, -4 































The People’ 8 Republic of China 
Year-Book 1987 combined with 
"The Almanac of China's Foreign 

Economie Relations 1987 bring | 
you all the information about 

China you'll ever need. 
Order your copies today. 











will bring you all the 
-information about China 
/ you will ever need to know: 


° Thousands of pages of detailed 


-data examining the changing face af - 


China. 


e Expositions, speeches and articles 


- contributed by authoritarians, 


pertaining to the exciting market 
potential and, business opportunities 
available in China. 


e Hundreds of photographs and 
illustrations of interest. 


@ Two systematic and valuable 
references for those with business 
setae in China. 





For little more t than the cost of a single night in a 
_ Beijing hotel, you can have two books vital t 
anyone doing business with China. 


| Together these two classics. | 









The Almanac of China’ E 
Foreign Economic Relations ; 
& Trade 1987 


China’s trade policies with the rest of i 
the world have never offered more 
opportunities than they do today. The 
country represents an unprecedented 
potential - an expanding market ` 
equivalent to one quarter of mankind: 
And yet, data on this rapidly growing 
economy has, until recently, been scant 
and unreliable. 
Now, there is one book that 
encapsulates every detail relevant to ac 
businessman conducting dealings with 
China - The Almanac of Chinas 
Foreign Economic Relations & Ti 
What is it? ia 
The Almanac records articles 
contributed. by leading scholars and 
authoritarians as well as represen 
from China's Foreign Economic Relation 
and Trade Department. Its contents are 
extensive and detailed, systematically — 
laid-out for ease of reference. It includes 
vital information to businessmen, such 
as trade policies and 
> orestrictions, and even — 
offers listings of potential - 
: joint-venture. par 
Who needs it? 
F// The Almanac is absolutely 
vital to anyone thinking of, 
or already involved in, . 
business relations with. 
China. Itis also à fascinating 
record. of the changing face of 
China's trade policies, : 
-is it one of the fev 
offers an accurate view of Chi 
economy but it is also the mos! 





































































$ up-to-date documentation of this data. 
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Publications Division, Renew Publishing Company Ltd., GPO Box 160, Hong Kong. 





OA C] Please send .. “Seis of The 
People’s Re ublic of China Year- 
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Almanac of China’s Foreign 
_ Economic Relations & Trade 

1987 for which F enclose — 
US$79/HK$615 per copy. For 
‘surface mail delivery add 
US$6/HK$47, for airmail ` 
delivery add US$22/HK$170. 
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. copy(s) each of both 
The People’s Republic of China 
Year-Book 1987 and The 
Almanac of China’s Foreign 
Economic Relations & Trade 1987 
for which T enclose 
US$174/HK$1,355 per set. 
For surface mail delivery add 
US$12/HK$94, for airmail delivery 
add US$44/HK$340. 






















ramme represents the firs ye 
“Tokyo has consulted recipient ore 
-finalising an aid scheme. Traditionally, 
Japan has decided on its own: how it 
wants to provide economic help and 
how much it wants to spend, before 
going ahead. However, if they spend . 
too long consulting with Asean this 
time, the scheme may never get going. 

The process of consultation does 
offer opportunities to the association. 
Officials in Tokyo appear open to new 
ideas on how to design a programme to 
help the six to restructure. On the total 
amount of money involved, officials say 
they are prepared to take a macro- 
economic approach to determine the 
external resources each: country re- 
quires and then work out what propor- 
tion of those resources is needed by the 
private sector, If members can make out 
“va good case, this could be a way of 
squeezing more money out of Japan. 

In order to save money, the Ministry 
of Finance is trying to incorporate the 
scheme into Japan’s plans for recycling 
US$30. billion of its current-account 
surplus by 1990. The Foreign Minis- 
try is resisting such a move 
and wants to keep the two 
programmes separate. All 
that has been agreed is the 
* Asean fund will last -for 
three years after which it 
“may be rolled over. 

Ideally what some offi- 
cials in Tokyo would like is 
to. channel the money 
through a multilateral 
Asean investment institu- 
tion similar to the Euro- 
pees Investment Bank, 
ut not if it means merely 
creating another layer of 
bureaucracy. A. scarcely 
used enterprise called the 
Japan-Asean Investment 
Co., set up in 1981 with a 
» paid-up capital of ¥1.55 
billion (US$11.4 million), could be a 
useful vehicle. Japan’s aid agency, the 
Overseas Economic Cooperation Fund, 
may pump more money into the enter- 
prise to encourage more Japanese com- 
panies to invest in it. a 

At the moment, some of these ideas 
do not look like bearing fruit for several 
months or even years, in which case 
Japan will have to use the development 
banks in each country as the channel for 
resources — at least to begin with. If the 
money does pass through-such institu- 
tions, Tokyo will not specify which indi- 
vidual projects should receive loans but 
merely identify which industries merit 
the cash. al oe 

Several Asean countries have point- 
ed out that. more -yen-denominated 
’ Joans will mean a heavier debt burden if 
the yen rises against other currencies. 
One Foreign Ministry official said that 
in the medium term, Japan might see 
what could be. done to ease the load if 
‘the yen does appreciate further. 
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to lure Eu 


By Anthony Rowley in London 

B = On paper, relations 
between Asean and 
the EC are good. 
3 There is political and 
economic - coopera- 
| tion, evidenced by 
diplomatic represen- 
o tation through the 
Asean Brussels Committee (made up 
of Asean ambassadors accredited to the 
EC Commission). But in reality, these 
relations have fallen short‘of expecta- 
tions on both sides. 

Inanutshell, Asean feels that the EC 
does not really care about Southeast 
Asia. For its part, the EC is prone to re- 
gard Asean as being at best a very im- 










WHO CARES? 


perfect common market and at worst “a 


chance rather than a real thing.” 

There is ‘a commonality of view be- 
tween Asean and the EC 
on such issues as Cam- 
bodia and Afghanistan. It 
is inthe area of investment 
where priorities diverge 
widely, with Asean con- 
tinually urging EC coun- 
tries to invest more in the 
region and the EC coun- 
tering with rather. hollow 
assurances of- interest, 
while all the time Euro- 
pean investment becomes 
concentrated elsewhere. 

Some. members: of 
“Asean fear:that the sche- 
duled admission ‘of Spain 
and Portugal to EC mem- 
bership in early 1988 is al- 
ready exacerbating’ this 

~ situation by turning the at- 
tention of the EC’s 12 members more 
towards Latin America than. Asia be- 
cause of the two Iberian states’ former 
colonial ties. EC officials concede that 
there is some justification for Asean’s 
concern. “The focus of attention now is 
on South America and Asean resents 
it,” commented an EC official. 

As Indonesian Foreign Minister 
Mochtar Kusumaatmadja commented 
recently: “We are near the limit of what- 
ever trade is possible between Asean 
and the EC countries.” The most logical 
next step, as Mochtar sees it, would be 
to encourage the participation of the EC 
in Asean's industrial development. 
More emphasis, he added, must be laid 
on investment. 

But not only has EC investment in 
Asean declined in relation to its level of 
investment elsewhere in recent years 
but it has also declined as a proportion 








-cluded towards the end of 1986 that: 






romise fails 
ropeans | 


> Asia generally, and Asean in particu- 
dar, are still given relatively low priority 
as investment‘areas by European coun- 
tries except Britain. 
> A significant part of the growth of 
European investment in Asean has 
been concentrated in banking, and fi- 
nance — not in manufacturing indus- 
tries. 
> There are marked differences in in- 
vestment in Asean between. EC 
member states. Britain, the Nether- 
lands and West Germany are relatively 
important investors in the. region: the 
other member states of the EC are 
not. 
However much Asean as such or var- 
ious bodies it has spawned may push the 
EC private sector to get more involved 
in Asean, the response has been very 
slow. EC officials ascribe the reticence 
of the European business community to 
get more involved in Asean to cultural 
differences, as well’as to excessive red 
tape and bureaucracy in Asean dealings 
with businessmen. In private, some EC 
officials are less given to euphemisms. 
They complain off corruption and bribes 










of total investment flows into.Asean. 
An _EC-Asean investment body. con- 


~~ though they acknowledge that:such 

practices are equally prevalent in other 

developing regions. coo l 

-Claimed cultural impediments aside, 
one. more tangible reason. why Euro- 
peans are not attracted by the concept 
of Asean as such is that it is still far from 
being an EC-type common market. or, 
customs union. Asean’s various prefe- 
rential-trading schemes are simply too 
small to act as an investment incentive, 
commented one EC. official. The EC 
would like to.see Asean become a true 
common market, with free movement 
of labour and capital as well as of goods, 

~ Mochtar has advised European busi- 
nessmen not to try to compete with 

Japan. or South Korea in selling con- 

sumer goods such as electronics or cars 

to Asean. He saw the EC more as 

suppliers of other sorts of goods and of 
services, singling out telecommunica- 
tions equipment as one product area. 

This message does not appear to 

have been completely lost upon the EC. 
European businessmen have noted the 
recent intensified drive by the Scandina- 
vian countries into Asean and the suc- 
cess of companies such as ASEA of 
Sweden in penetrating Asean markets 
for heavy electrical equipment. 

_- But unless advocates of Asean can 
do a more persuasive job in selling the 
region to Europe, the concept of the At- 
lantic meeting the Pacific in Asean and 
of ..Europe establishing itself more: 

ly in. Asia via Asean. will remain 
nity. : ae o 





























ports of seven continents. 
Jediloyd's 5500 transport specialists worldwide 
de the back-up which guarantees convenient and 
economical door to door transport of all kinds of consign- 
ments practically everywhere. 
So ring your Nedlloyd agent to discuss the possi- 
bilities. 
Nedlloyd Lines, the reliable Dutch solution to all your 
international transport requirements. 








Nedlloyd Lines 


P.O. Box 240, 3000 DH Rotterdam, 
Tei.: (10) 4177933, Fax (10) 4147394 
Telex 24690 NEDL NL 
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Corporate Finance and the 
Deutsche Bank Group. Resources that 


get the job done. 


It means employing, or creating, 
the most efficient financing instru- 
ment. It requires direct placement 
capability in every important cur- 
rency, as well as a worldwide 
network that can distribute even 
the largest issues. Finally, it 
demands a demonstrated com- 
mitment to maintaining a liquid 
and price-competitive secondary 
market. 

The Deutsche Bank Group is a 
world leader in corporate finance, 


because time and time again, we 
apply whatever resources we 
need to get the job done. In fact, 
last year our clients relied on us to 
lead-manage euroissues valued at 
over US $ 12 billion. 

For corporate finance, as well as l 
other investment and commercial 
banking services, consider using. 
the resources of one of the world's 
leading banks. 

Contact the Deutsche Bank 
Group office nearest you. 


Deutsche Bank [A] 


Deutsche Bank (Suisse) S.A. 
Place des Bergues 3 
1201 Genève 

<: Case Postale 242 
214 Genève] 
“Tel (22) 39011 


DB Capitali Markets 

{Asia} Limited 

Gloucester Tower. 33rd Floor 
11 Pedder Street. Central 
GPO. Box 9879, nong Kong 
Tek. (8) 265203 k 


DB Capital Markets {Asia} Ltd. Deutsche Bank 
Tokyo Sranch Capital Corporation 
ARK Mori Building 22 F 40 Wall Street 
12-32, Akasaka, I-chome- New York. NY 10005 -- P.O. Box 426-00 - 
Minato-ku, Tokyo 10 Tel (272) 612-0600 -London EC3V 4RJ 
= Tek: (3) 589- 1986 gores oe Fel) 2830833 _ 


Deutsche Bank 
Capital Markets Limited 
150 Leadenhall Street 


< Head Office 
Taunusaniage 12 
= un PRO. Box 1006 01 
6000 Frankfurt a: M: 1 
t. 169) A 50- o 















MONTBLANC 
THE ART OF WRITING 





, MEISTERSTUCK” 


— the pride of the MONTBLANC Collection — 
is probably the most famous writing instrument of our 
times. Representing the best in design, it combines 
technical excellence and perfect styling — from the 
piston-filling system to the 14 carat gold nib and the 
gold- -plated fittings. 

This MEISTERSTUCK is much more than a mere pen, i 
is a statement of integrity. And proof that man is a 
more important than machines. It is the perfect 
expression of character, personality and individuality. 
MONTBLANC MEISTERSTUCK - a classic of the future. 














Sales agents — Australia: Regency Wholesalers, Melbourne, 654 7993 è 
Hong Kong: Montblanc-Simplo Far East, 5- 768351 è Indonesia: Sumaco Wahana Utama, 
Jakarta, 6390727 è Japan: DIA Industrial Corp.. Tokyo, 03-46-4601 ¢ 
Korea: Euro Fashion Co., Lid.. Seoul, 798-9521/4 @ Malaysia: CLL., Kuala Lumpur, 2613255 è 
Singapore: COOP International, 3381577 @ Taiwan: Charming Trading Co., Ltd., 

Taipei, 3210202 ® Thailand: Nan Mee Co., Bangkok, 2360059 
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WWF Kojo Tanaka/BCL 


= The 
Giant Panda 
needs your help 
to survive 


ONCE every eighty to a hundred years the 
bamboo forests in China’s Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites ~all these 
factors and many more which threaten its 
survival. / 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWE and the 
People’s Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves ~ Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF’s worldwide 
conservation efforts to save life on earth. 


But WWF needs money — your money. 
Please send contributions to the WWF 
National Organisation in your country or direct to: 
WWF International, 1196 Gland, 


Switzerland. 
— WORLD WILDLIFE FUND 


WF acknowledges the donation aft this space by 
Far Eastern Economic Ri 














The Minolta 7000. 
The world’s best-selling and _ 
No.1 award-winning autofocus SL 


Minolta’s Hi-Tech autofocus technology that revolutionized 
photography. Astonishing speed. Brilliant accuracy. Incredible 
ease of operation, even in flash photography. They're all. 
convincing reasons why the Minolta 7000 is the numbe. 
choice worldwide. Isnt it time to take a firsthand look at the 
autofocus SLR that's second to none? -o 


THE HI-TECH AUTOFOCUS SLR | 





Minolta Camera Co, Hd. 30. 2 




















all fours. 
The new Case 480E gives you 


more horses—plus 4-wheel drive— 
to tackle more jobs than ever. 


The people who invented the 
loader/backhoe proudly introduce 
its latest evolution: The Case 480E. - 

The Case 480E sports a 57 net hp 
(43 kW) engine that delivers six more 
horses than its predecessor. What's 
more, it distributes that extra power 
evenly, over all four wheels. The 
result: you can take on more jobs — 
under more conditions—than ever. 

For a closer look at Case's more 
powerful, more versatile new 480E, 
see your Case dealer. 











JI Case 


A Tannese Company (cop) T) 


700 State Street Racine, WI 53404 U.S.A. 
Telex 26-4425 


Building On Quality” 


























Losing economic battle 


Sri Lanka counts the cost of civil war 


By Manik de Silva in Colombo 


a were far from auspicious 
for the election to of Sri 
Lanka's Finance Minister Ronnie de 
Mel. The four-year long ethnic war in 
the country’s north and east had sa 
the vitality of the country, which had 
shown annual growth averaging 6.2% 
for 1977-82. Those years saw the un- 
employment rate halved to 13%, invest- 
ment as a percentage of GDP doubled 
and inflation cut to near-zero — despite 
deteriorating terms of trade. 


sharpl 
But all that has been lost in the long- 


running ethnic conflict, and com- 
pounded in more recent times by the 
worst drought in living memory. 

With the deteriorating terms of trade 
adding to Sri Lanka's misfortune, de 
Mel estimated 1987 economic growth 
would only be about 3%, down from 
4.3% a year earlier. In de Mel’s view, 
Sri Lanka urgently needs tariff and tax 
reforms, improvement of the efficiency 
level of public enterprise, an adminis- 
trative reorganisation and “privatisa- 
tion where necessary.” 

He said the country needed a cohe- 
rent industrial policy to catalyse indus- 
trial development and growth, creating 
an internationally competitive indus- 
trial sector with strong export orienta- 
tion. That was the best way to increase 
employment. Sri Lanka’s fiscal account- 
ing and expenditure controls also 
needed strengthening with internal and 
external economic stabilisation ensured 
by reducing budget and current-account 
deficits. 

“For too long, successive govern- 
ments in Sri Lanka have opted for weak 
economic policies as a matter of politi- 
cal expediency. This is probably why 
they suffered electoral defeats after one 
term. We will all do well to re- 
member that good economics is 
also good politics. There is no con- 
tradiction between the two in the 
long run,” he said. 

e Mel, though candid, re- 
mained optimistic about the pros- 
pects of overcoming the country’s 
economic troubles. Surveying the 
first-half economic performance, 
he reported several positive fea- 
tures including stability on the 
monetary and price fronts. A sharp 
deterioration in budget perform- 
ance had been averted despite a 
high level of defence expenditure. 
Additionally, the balance of pay- 
ments had recorded a marginal 
year-on-year improvement during 
the first half. Inflation is likely to 
rise this year to 8-9% from 6.3% a 
year ier — which in de Mel’s 


view is “still very satisfac- 
tory given the difficulties 
that confront us.” 

The finance minister 
said he contemplated a 
“sweeping reform” of the 
country’s public enter- 
nm Pointing out that 

ri Lanka was saddled 
with several state enter- 
rises whose justification 
or remaining publicly 
owned is “highly ques- 
tionable,” de Mel said 
that with an active private 
sector able and willing to 
run certain industries bet- < 
ter than the state, there was little logic in 
keeping these industries in the public 
n oa Sie a mentioned 
i ly as ets for privatisation 
include State Distilleries Corp., United 
Motors and Ceylon Ox en.’ 

Nonetheless, de Mel asserted that 
the government did not consider 
privatisation a panacea for all economic 
ills. He also promised that the govern- 
ment did not contemplate transferring 
these enterprises “to our friends, rela- 
tives or cronies — which is what hap- 
pened to some companies in the name 
of ‘privatisation.’ We will offer the 
shares to the people of Sri Lanka by sys- 
tematic public issues of shares after pro- 

r valuation and proper advertising,” 

e said. 

The damage caused by the ethnic 
conflicts and by the destruction of pub- 
lic property in Colombo and elsewhere 
fo ng the signing of the peace ac- 
cord has ee assessed by a World Bank 





team — which Fi the losses up to Au- 


gust at Rs 50-55 billion (US$1.7-1.8 bil- 


SRI LANKA'S 
SPENDING PLANS 

























pap, Raga damage done 
to the country and econ- | 
| omy wasincalculable,” he | 
| said. He also pointed out 
| that the World Bank mis- 
| sion opon was com- 
-| pleted before the post | — 
= | peace-accord damage in | | 
Jaffna and the east, 
| when Indian peace-kee 
~ | ing forces were compell- 
ed to take on the Tamil 
separatist rebels at tre- 
mendous cost. 

The minister ners a oP geo 
struction programme had focused on ac- 
tivities having the highest economic 
benefits and quickest returns with the 
first priority being to get people back to 
work. Lesser rities are economi- 
cally important infrastructure rehabili- 
tation and rehabilitation of equipment 
and building necessary for social ser- 
vices, particularly health and education. 

De Mel said that the World Bank has 
put together a three-year reconstruction 
and rehabilitation programme costing 
Rs 11.5 billion. This does not include re- 
poy a pane of buildings and equipment 
ost by small entrepreneurs, traders and 
shopkeepers, nor the replacement of per- 
sonal property like cash, jewellery, furni- 
ture and other personal belongings. 

The major concession of the budget 
was a substantial pay increase to the 
country’s civil servants. There will be a 
two-step pay increase which will cost Rs 
3 billion, “by far the largest ever salary 
increase in the entire history of the 
public service.” Phase one comes in 
January, phase two a year later. 
The government also that 
rationalisation and attrition will 

tially reduce excess public- 
service cadres. 

De Mel has also made a stron 
effort to rationalise taxation ad 
announced that the maximum rate 
of personal taxation was being re- 
duced from 50% to 40% — in the 
hope of gaining better compliance. 
Adjustments were also made on tax 
shelters offered for house construc- 
tion and taxes on company profits 
and dividends. In the latter case, 
de Mel said that he would follow 
the “imputation system” under 
which the shareholder is relieved of 
the tax already paid by the com- 
pany. De Mel said that he would 
allow 50% imputation credit in re- 
spect of company dividends. o 
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Corporate identity crisis 


Japanese companies find rewards in a new face 


By Charles Smith in Tokyo 
J apan’s knack of borrowing business 
techniques from the US and re- 
shaping them to meet local conditions 
has surfaced again with the craze for 
corporate-identity (CI) programmes. 

Cl, as pioneered by IBM in the late 
1950s, meant designing a corporate logo 
and standardising its use. In Japan it can 
mean anything from changing the 
“face” a company presents to the out- 
side world to changing the way its own 
employees see it, or even redesigning its 
actual products. 

CI has become so popular that it is no 
longer appropriate to speak of a 
“boom” according to Mim Ryan, execu- 
tive vice-president of 
Landor Associates, a lead- 
ing US Cl consultant. Com- 
panies that have under- 
gone, or are undergoing, 
face-lifts include Nippon 
Telegraph and Telephone 
Corp. (NTT). 

Other noteworthy exam- 
ples of current CI program- 
mes are Kawasaki Steel 
Corp. and Nippon Steel 
Corp., both of which see CI 
helping to chart a course 
sabe from being merely 
steelmakers to becoming di- 
versified hi-tech manufac- 
turers. In the financial sec- 
tor, CI is being used by at 
least one of the big-four 
securities companies. 

Dentsu, the giant Japan- 
ese advertising agency which 
is itself 4 leading CI consul- 
tant, claims to have used CI 








to redefine the company’s aims and 
character after it began to diversify from 
its home base as a broker of advertising 
space into fields as diverse as urban deve- 
lopment and electronic-data bases. 

CI programmes are not even con- 
fined to private industry, according to 
Motoo Nakanishi, founder and presi- 
dent of PAOS Inc., the largest indigen- 
ous CI consultant. PAOS’ client list in- 
cludes the government of Kanagawa 
prefecture, the industrialised area im- 
mediately to the south of Tokyo which is 
working on a KI (Kanagawa Identity) 
programme, one of the aims of which is 
to prevent a drain of the prefecture’s 


Carrying the same flag 


JAL sets out to unify its disparate divisions 


J apan Air Lines (JAL), the recently 
privatised Japanese flag carrier, has 
two good reasons for seeking a new 
identity. The first is that the company 
needs a new image to match its escape 
from public-sector status, which be- 
came effective on 18 November when 
the Japan Air Lines Law, under which 
every important move by the company 
had to be approved by the Ministry of 
Transport, finally ceased to apply. The 
second is that JAL’s reputation, par- 
ticularly inside Japan, took a beating 
after August 1985 when an aircraft fly- 
ing from Tokyo to Osaka crashed into a 
mountain, causing the worst single-air- 
craft crash in airline history. 
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By revamping its image through its 
Cl programme, JAL hopes to turn over 
a new leaf with the Japanese public and 
to “cheer up” the 20,000 JAL employ- 
ees, whose morale suffered after the 
1985 accident. Results of opinion sur- 
veys by the company’s CI team among 
Japanese consumers, foreign tourists, 
officials of the International Air Trans- 
port Association and JAL’s own staff, 
suggest there is plenty to be done. 

According to Kazuhiko Nakae, di- 
rector of the CI team’s corporate-mar- 
keting group, the surveys showed that 
Japanese air travellers rank JAL well 
below All Nippon Airways (ANA — 
the second-ranking Japanese airline) in 


best school graduates into Tokyo. 

PAOS also spent a year doing con- 
sultancy work for the Tokyo metropoli- 
tan government, but gave up after run- 
ning into “insuperable bureaucratic 
obstruction.” The company’s latest 
non-business client is an unnamed cen- 
tral government ministry, which is said 
to be trying to restructure its role in the 
light of changes in Japan's economy. 

The popularity of CI in Japan — and 
the twist given to its meaning by Japan- 
ese consultants — results, Ryan sug- 
gests, from a Japanese preference for a 
“soft-edged” approach to solving corpo- 
rate-planning problems that contrasts 
with the hard-edged approach by US 
management-consultancy techniques. 

Nakanishi says CI took off in Japan 
as a result of the vogue for “visual-iden- 
tity systems” that began in the late 1960s 
when Japanese companies first began to 
turn their attention from production to 
marketing. It took on a new dimension 
in the 1970s when long-established 
manufacturing companies 
began to find that 
traditional management 
philosophies based on wa 
(harmony) were no longer 
attracting the right kinds of 
recruits as management 
trainees. 

The increasing sophisti- 
cation of consumers in 
Japan means that com- 
panies need to employ indi- 
vidualists rather than “cogs 
in a machine” to design 
and sell their products, 
Nakanishi says. Attracting 
such people calls for rewrit- 
ing of outdated company 
philosophies, which in turn 
can mean actually moving 
the company into new kinds 
of business. A classic exam- 
of this was the opening 

y Inax Corp., a long-estab- 
lished bathroom and build- 


both service and safety, though foreign- 
ers rate the airline highly. JAL’s own 
staff rate the airline above ANA, but 
think it is snobbish in the way it treats its 
customers and bureaucratic in its man- 
agement. 

A particularly disturbing point that 
emerged from interviews with employ- 
ees was that each of JAL’s major divi- 
sions tends to blame another part of the 
company for the airline’s recent trou- 
bles. JAL is a company of “many corpo- 
rate cultures,” not just one, Nakae says. 
Prominent among these is the culture of 
the administration section, which tends 
to try and impose its values on other 
parts of the company. 

As a first step towards evolving a 
new identity for the company, Nakae 
and his colleagues composed a set of 
three “guiding principles” in August, 
which are intended to form the basis for 
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ing-tile manufacturer, of a 
showroom in Tokyo's Rop- 
pongi district featuring exo- 
tic European toilets and 
baths. 

The opening of the Rop- 
pongi showroom followed a 
change in the company’s 
name from Ina Seito.to Inax 
and coincided with the com- 
position of a new corporate 
philosophy which describes 
the company’s aim as the 
“creation of beautiful envi- 
ronments.” Nakanishi says 
Inax’s recruiting capacity 
has jumped since the 
change to the extent that it 
can now recruit graduates 
from top-level universities, 
instead of relatively minor 
ones. Inax’s new look (and 
sharply increased earnings) 
helped to win the much-co- 
veted corporate-excellence 
prize awarded by eee largest busi- 
ness confederation, the Keidanren. 


woo Okada, director of project 
planning at Dentsu, sees one of the 
main aims of CI as being to achieve 
unity of purpose. When asked to con- 
duct a CI programme, Dentsu usually 
begins by conducting several hundred 
interviews, ranging from. individual 
meetings with top management to 
group discussions with rank-and-file 
workers. These can reveal “remarkable 
differences” of view about where the 
company should be headed, Okada 
says, in some cases even among the top 
20 or so people in management. 

The drafting of a new set of co 
rate aims can be a way of getting rid of 
differences caused by lack of communi- 
zation, but it can also take a long time. 
In the case of NTT, Dentsu spent more 
than two years conducting over 100 
ag interviews among the company’s 

,000 employees before making any 


a more comprehensive corporate 
philosophy to be worked out later. As 
with other CI ores: the princi- 
ples may tend to strike outsiders as 


statements of the obvious — they call 
‘or JAL employees to “appreciate” cus- 
‘omers, to be “open to change” and to 


JAL 


2stablish “a good rapport 
vith colleagues.” Nakae 
slaims, though, that the 
nessage is sinking in, at 
east in some sections of the 
company. 

The personnel depart- 
nent, previously known 
‘or its opaque selection 
nethods, is shifting to a 
nore open approach fol- 
owing complaints from 
smployees about favourit- 
sm. Another change may 
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proposals on a new corporate philo- 
sophy. In the case of Inax, a company 
with 4,600 employees working in fac- 
tories all over Japan, the new corporate 
philosophy is being propagated through 
a series of meetings at which the presi- 
dent meets employees in groups of 40 
or 50 at a time. 

The meetings are being held at 
weekly intervals and are expected to 
continue for two years. Following each 
meeting, individual employees are ex- 
pected to work out how the new corpo- 
rate philosophy applies to their work 
using a card designed by PAOS featur- 
ing the Inax Five (a set of pithy slogans 
setting out the corporate philosophy) 
and the redesigned corporate logo. 

Corporate philosophies and logos 
are not the only visible (or audible) pro- 





who suggest new enterprises to run 
these themselves, instead of having to 
hand over all responsibility to the com- 
pany’s planning department. 

arallel with the main CI program- 
me, JAL is running a “put-people-first 
course,” using a programme originally 
devised by a subsidiary of 
Scandinavian Airlines Sys- 
tem. The JAL course is 
being taught by a group of 
five hand-picked middle 
managers who were train- 
ed in Stockholm and whose 
job is to try to make every 
employee understand the 
importance of human con- 
tact in the running of a suc- 
cessful business. Nakae 
says the course — con- 
ducted for groups of 50 a 
time — is already breaking 


duct of CI pr es. Den- 
tsu’s Okada says that com- 
pany songs have also begun 
making a comeback as part 
of the CI movement. Re- 
cent “classics” are the NTT 
song, which comes in three 
different versions, and Den- 
tsu’s own new song for 
which the company staged 
an in-company competition 
for the best words with 
a rize of ¥500,000 
(US$3.685). A song com- 
posed as part of a CI pro- 
gramme marking the trans- 
formation of the Nishi- 
Nippon Bank in southwest 
Japan from a mutual bank 
to a fully fledged regional- 
are scr eat e said 
to be a ular number at 
staff iet ni geg 

The Japanese flavour of 
the work by companies such 
as Dentsu and PAOS could rule out 
overseas consultancy work, though 
PAOS is said to have received requests 
for advice from companies in South 
Africa and Taiwan. But Landor’s Ryan 
says there is a possibility of Japanese- 
style CI techniques being tried in West 
Germany. The Japanese approach is 
suitable, Ryan suggests, where political 
or social conventions require companies 
to adapt to change by “remoulding 
existing corporate structures,” rather 
than by sale or acquisition or by dis- 
missing workers. 

Hongkong, where Landor opened 
an office recently, is another place 
where Japanese CI might work, but the 
US is “out” because of its relatively 
ruthless, top-down approach to the sol- 
ution of structural problems in business. 
Thus, CI becomes another example of 
the tendency for US management inno- 
vations that have been exported to and 
improved upon in Japan not being re- 
exportable to the home country. o 


down divisional and class barriers inside 
the company. 

The third leg of JAL’s CI program- 
me, the search for a new visual identity, 
seems to be the one making the slowest 
progress. After the wave of criticism in- 
curred by the August 1985 crash, it was 
decided to drop the well-known crane 
symbol from the tails of company air- 
craft and replace it with a “hi-tech” logo 
to be designed by the US CI consultant, 
Landor Keswcisies, Landor’s design 
was presented to JAL’s top manage- 
ment during the summer, but JAL insid- 
ers say that the change is meeting with 
internal resistance. As with other com- 
panies that have embarked on CI pro- 
grammes, JAL could find that one of 
the toughest parts of the whole process 


is building a consensus on the adoption 
of anew company symbol. 
— Charles Smith 
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yAOS president Motoo Nakanishi 

may be exaggerating when he says 
that Kenwood, Japan’s second-ranking 
specialised audio maker, was saved by 
the-CI programme he worked out for it 
in 1981 and 1982, but Kenwood’s own 
executives admit the programme was a 
turning point. 

The irony is that Kenwood never in- 
tended in the first place to. embark 
on anything as sweeping as a change of 
corporate identity. The company’s ori- 
ginal object in approaching Nakanishi 
was to get his comments on a new corpo- 
rate logo which had been produced in- 


nances were under such pressure from a 
slump in the audio market that the com- 
pany felt unable to hire professional de- 
sign services. 

Nakanashi recalls that he and his 
staff “tinkered” with the in-house logo, 
but found that their attempts to give it a 
more professional look by correcting 
some parts merely threw out the rest of 
the design. When this was explained to 
the company, Kenwood’s president 
Kazuyoshi Ishizaka asked PAOS to de- 
sign a new logo — preferably on defer- 
red-payment terms. 

Nakanishi says he decided to charge 
Kenwood half the going rate for design 
services in view of its financial plight, 
but could not just come up with a logo 
design because of uncertainty about the 
company’s aims and objectives and 
even about its name — at that time Trio- 
Kenwood. Before getting out their 





Anew logo brings new direction to Kenwood 


house, at a time when Kenwood’s fi- 





drawing boards he and his staff accord- 
ingly spent eight months conducting in- 
terviews at all levels of the Kenwood 
management. When the interviews 
were completed PAOS proposed a 
‘series of key words which were to form 
the basis of the new logo. 

The three, somewhat-innocuous 
sounding keywords were “high qual- 
ity,” “progressive” and “sharpness.” 
On the strength of these, PAOS pro- 
duced some dozens of alternative logos, 
which were eventually short-listed to 
four, These were then used as the bases 





for a set of application designs covering’ 


“such things as packaging and the dis- 
plays to be used on facades of factories 
and dealers’ premises. The final choice 
of a logo featuring an inverted red 
triangle over the ‘W’ of Kenwood be- 
came the theme for the complete rede- 
sign of all'the company’s product label- 
ling, advertising and even buildings, 
starting in 1982. 

Nakanishi also suggested dropping 
the “Trio” from Kenwood’s name, on 
the grounds that the company was too 


small to need more than one brand‘ 


name. The decision to call the company 
Kenwood rather than Trio was made on 
the strength of research conducted in 


New York, which suggested that Trio. 


had a comic image among consumers. 
Kenwood’s general manager for 
public relations, Takayuki Itakura, who 
was involved with the redesign process 
from the early stages, says that he and 
his colleagues were surprised when 








As Breweries was the weakest 
of Japan’s big-four beer companies 
in the early 1980s, with a declining mar- 
ket share that reflected the company’s 
old-fashioned image and the “pre-war” 
flavours of its products. Since spending 
¥4 billion (US$29.5 million) between 
1982 and 1986 on a Cl programme that 
changed practically everything except 
its name, Asahi has bounced back. 
Sales of Asahi products climbed by 
12% in 1986, against an industry-wide 
sales increase of 3.9%, and by 20% in 
the first nine months of 1987, when the 


ter sales have not been the only benefit 
to accrue from CI, according to Naoki 
Izumiya, a manager in Asahi’s public- 
relations division who was a founder 
member of the Cl team. 5 
Before unveiling its new programme 


200th among «major companies in 
the order of preference of university 

















beer market as whole grew by 7%. Bet- 


early in 1986, Asahi was ranked.roughly 





New beer in new bottles 


Asahi Breweries climbs up the management chart 


graduates looking, for jobs under 
Japan’s lifetime-employment system. 
Izumiya says recruitment league tables 


published in national newspapers after 


the April 1987 graduate intake, gave 


Asahi an average ranking of 50, ahead 
of Sapporo Breweries, the second-rank- 
ing beer company, though still behind 
Suntory, the whisky giant which has 
been moving aggressively into the beer 
market. 

Recruitment rankings — even more 
than market share — prove that Asahi 
has ‘managed to shrug. off its fusty 
image, Izumiya suggests. Another good 
sign has been orders from retailers who 
never bothered to stock products with 
the old “rising-sun” label — discarded 
during the course of the CI programme. 
Asahi’s new corporate logo sports a 


| simple romaji (latinised) version of the 
-company’s name in place of the rising 
sun, ` 
Asahi for Live People” in evidence on _ 


h the. English. slogan “Live 











PAOS did not simply come up with the 
designs requested by Ishizaka. Itakura 
still thinks the logo could have been pro- 
duced without extensive research and 
interviews inside the company. But the 
research process had the effect of re- 
vitalising the company, and the ado 
tion of a new image “directly affected” 
the types of products Kenwood de- 
veloped — and even the defect ratio of 
—_* coming off its production 
ine. 

In terms of sales and profits, the CI 


exercise, starting in 1981 and taking |; 


about two years to complete, was a turn- 
ing point in Kenwood’s fortunes. The 
company was deeply in the red in 1981 
and 1982, but began earning a profit 
from 1983 onwards. Current annual 
sales of around ¥120 billion are roughly 
double the pre-CI level, when the com- 
pany was using two names and dozens 
of different visual images on its pro- 
ducts. 

Itakura says he regards CI as “a bit- 
part player,” not as the star performer, 
in management strategy and adds the 
company would probably have done 
something else to solve its problems if 
CI had not come along. He adds that CI 
is only likely to work for companies that 
face serious problems; for others it may 
simply “turn into a game.” Subject to 
these reservations, he sees the program- 
me as having been highly effective. A 
clue to its importance could be the fact 
that Sansui Electric Co., the No. 3 Ja- 

anese audio maker, which was left far 
hind when Kenwood revamped its 
image in 1982, recently launched its own 
CI programme using Overseas Data 

Service Co. , a PAOS competitor. 
— Charles Smith 


nearly all advertising and product 
labels. Izumiya admits that “Live Asahi 
for Live People” is “probably not Eng- 
lish,” but says it expresses the mood that 
Asahi employees and managers felt 
they wanted to convey when the CI pro- 
amme got under way in 1982. More 
mportant than the new slogan may 
have been the complete product over- 
haul that Asahi undertook as part and 
parcel of the CI programme. 
| n January 1986 the company withdrew 
its entire range of beers and soft 
drinks from retailers and wholesalers 
throughout Japan and replaced them 
with new oducts with a distinctively 
different flavour. Izumiya describes the 
new “characteristic Asahi taste” as 
sawayaka — a word roughly translat- 
able as “fresh,” whereas older Asahi 
beers were bitter. The product 
change-over, planned over a period of 
much more than two years, was kept a 
secret not only from Asahi’s com- 
petitors but even from the company’s 
main bank, Sumitomo, the staff of 
which have filled several top-manage- 
ment positions at Asahi. 





Advertising agency Dentsu, which 
was hired to advise Asahi on its CI pro- 
gramme, “knew roughly what we were 
doing,” Izumiya says. But the details of 


the programme remained a secret shared 
by the company’s 3,500 employees until 
two weeks before the change-over. 
Asahi’s CI programme has not only 
focused on externals. Izumiya says the 
company decided in the early stages of 
the programme that it must draft a cor- 
porate philosophy setting out aims and 
ideals before it could even begin to con- 
sider marketing strategies. The Asahi 
philosophy is a six-paragraph document 
stressing seemingly obvious points such 
as the importance of “consumer orien- 
tation” and the need to “respect human 
values.” But Dentsu’s Yoshiro Okada 
says the heart-searching which pre- 
ceded its drafting helped to cement 
company unity. Before it started on CI, 
Asahi had a brilliant research and deve- 
lopment section and a good sales de- 
partment, but not much sense of com- 
mon purpose, Okada suggests. The Cl 
experience made it possible for the 
entire company to work together to 
change the product line. —Charles Smith 


POLICIES 


A CERtain 
closeness 


Australia, New Zealand 
seek a unified market 


By Colin James in Wellington 


m S ya market” is the catchphrase as 
Australia and New Zealand push 
on to a second stage in integratin 
their economies. Prime ministers Bo 
Hawke and David Lange agreed on 21- 
22 November to mere earned the cur- 
rent limited free-trade agreement in 
goods, the Closer Economic Relations 
agreement (CER), to a free market in 
services and a harmonisation of invest- 
ment, om ano competition laws 
(there has long been a free labour mar- 
ket). They have ordered officials to 
work to a timetable for final agreement 
in August 1988. 

CER was agreed early in 1982 and 
signed in 1983. The original agreement 
set a timetable for free trade in most 
goods by 1 January 1988, and for those 
relatively few goods in the “too-hard 
basket” by 1995. A review of progress 
and difficulties was set down for 1988. 

Progress has been far swifter than 
the most optimistic of negotiators 
thought possible in 1983. Most matters 
expected to be reviewed in 1986 were 
actually considered in 1985 and progress 
was made in settling some of them. By 
November, the Australia and New Zea- 
land Business Council, meeting in Syd- 
ney, was calling for faster progress. 
There was talk at the meeting of a full 
common market. 

Politicians on both sides of the Tas- 
man rejected a common market be- 
cause at this stage they do not want a 
common tariff — and definitely are not 
prepared to tie their currencies. In- 
stead, the phrase they and their officials 
used was “one market” — free trade be- 
hind different border regimes. But 
Lange and Hawke both said they 
wanted CER, in Lange’s words, “on a 
much faster track.” They decided 
negotiators will, in Hawke's words: 

» Examine the scope for bringing for- 
ward full free trade in goods to the early 
1990s 


>» Explore the extension of CER to 
trade in services. 

> Look at the deepening of CER to in- 
clude regulatory policies and practices 
which bear on trade and investment to 
create a more harmonious, consistent 
business environment. 

The negotiating objectives look 
achievable. Both New Zealand and 
Australian business have pronounced 
CER beneficial and have expanded 
trade considerably (76%, according to 
Hawke) during its existence. And an 





nereasing number of co 
domiciled on each side of the Tasman 
has offshoots on the other. 
The bigger companies already look 
on the market as one. Pat Goodman, 
| head of the Goodman-Fielder food 
group merged out of his New Zealand= 
based Goodman Group and the Austra- 
lian-based Fielder Gillespie, last year 
called for a special category of com- 
panies at law: Australasian companies. 
His point was made this year when 
his attempt to merge his anpa with 
the biggest New Zealand pro- 
cessor, Wattie Industries, initially failed 
to clear the New Zealand Commerce 
Commission ‘because the commission 
objected to the consequential domina- 
tion of some markets within New Zea- 
land, éven though in Australia and New 
Zealand as a whole there would be no 
such domination (the merger was-ap- 

















at mpt to merge 
and paper companies New 


lia) was blocked by the commission. 
That would appear on the surface 
also to be an argument for a common 
market. But, unlike Western Europe, 
both countries trade far more with other 
countries than between themselves: 
only 5% of Australia’s exports and 20% 
of New Zealand’s cross the Tasman. 
Further, New Zealand’s. shallower 
industrial base has led it to low or nil 
tariffs on many raw materials and com- 
ponents, an important factor in manu- 
factured exports elsewhere. And even 
in finished goods, where pone has 
in many instances been higher than in 
Australia, there is an increasing em- 
phasis on global reduction of protection 
rather than just for Australian goods 
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rent ‘willingness ‘to go 


: p! 
fanther faster than Australia. New Zea- 
| | land does not want to be locked into a 
Forest Products and Amcor (of Austra- 





protective regime geared to Australian 
industry. 

And on: both sides, politicians are 
unwilling at this stage to limit their free- 
dom.of manoéuvre.. Both Hawke and 
Lange emphasised that they were not 
ready to give up any sovereignty over 
their: economies. “We are not talking 
about political union,” Hawke said, 
though he conceded their successors “a 
long way down the track” may. 


















evertheless, the more restricted 

move to a single market still implies 
considerable adjustment in both coun- 
tries: notably in the car and steel indus- 
tries in New Zealand (though the bal- 
ance of cuts in protection for cars will 
determine whether it becomes an 








n 30 December 1986 President 

Suharto instructed Coordinating 
Economic Minister Ali Wardhana to 
examine all aspects of Indonesia’s state 
enterprises and to explore the possibil- 
_|_ ity of selective privatisation. 
A large ‘state-enterprise sector has 
‘| been an article of faith for almost all 
| governments in Indonesia since inde- 
pendence. But these firms have in effect 
been off-limits to serious “public 
scrutiny. 

However, it appeared, at last, that 
the momentum for reform which started 
with the radical Customs shake-up in 
1985 and continued with trade-policy 
changes in 1986 and 1987, had finally 
caught up with the huge public-enter- 
prise sector. 

The presidential instruction, which 
was not formally announced until 4 Feb- 
ruary, resulted ina flurry of activity in 
government departments and numer- 
ous press reports. - 

However, by the middle of the year, 
public discussion of the issue had sub- 
sided. Many were left wondering whe- 
ther, like trade reform and deregula- 
tion, the issue was being shelved in 
the sensitive pre-presidential election 
period or whether it was just so complex 
and the vested interests so powerful that 
the matter was being quietly forgotten. 

While both explanations are rele- 
vant, discussion about state enterprises is 
almost certain to resurface in 1988. For 
. a government intent.on_ promoting effi- 

ciency and tackling the high-cost econ- 
< omy, the issue cannot go away. 





sue of crucial importance pe 



































[THE 5TH COLUMN 


Is public loss better 
than a private gain? 














cause of the size of state enterprises in 
Indonesia and their indifferent: com- 
mercial performance. Officials do not 
really know how big the state:sector is. 
The best source of information is the 
president’s annual state address. ` 

The available data suggests that state 
enterprises are very large indeed. While 
officially numbering only 214, their 
sales in 1986-87 were estimated to be 
Rps 32 trillion (US$19.4 billion) — 
about two-thirds of Indonesia’s GDP. 
There assets were about Rps 114 tril- 
lion. Assets of non-financial enterprises 
alone are equivalent to almost 400% of 
central-government domestic revenue. 

The list of state-run firms is reasona- 
bly complete. It includes large com- 
panies such as the oil group Pertamina, 
the national airline Garuda and the 
state banks. It is less complete in its cover- 
age of enterprises which are loosely con- 
nected with the central government. 

According to a report by a promin- 
ent Jakarta business consultant, the 
government runs or effectively controls 
a further 206 firms. These include com- 
panies owned by provincial govern- 
ments, offshoots of state enterprises, 
and firms which are not sane oy the 
government but in which it has an enti- 
tlement to take up shares. To this total 
of 420 firms might ‘also be added a 
plethora of yayasan (foundations) and 





Hal Hill is an economist who heads the 
Indonesian Project at the Australian 
National University in Canberra. _ a 











enterprises linked to the military. 

It is no exaggeration to say that, 
while nominally a private-enterprise 
system, large chunks of the command- 
ing heights of the Indonesian economy 
are in state hands. Government owner- 
ship is particularly prominent in the 
huge oil and natural-gas industries, the 
utilities, commercial banking, major 
manufacturing sectors (steel, alumina, 
fertiliser, cement and sugar refining), 
forestry, some estate crops, and trans- 
port and communications. 

By almost any indicator, including 
annual published data and numerous 
case studies, state enterprises have been 
performing badly. For example, in 
1986-87 the 214 firms had assets of.al- 
most Rps 114 trillion and yet their: 
was just Rps 3 trillion — a rate of return 
of less than 3%. 

But even the latter figure is probably. 
an overstatement. A major- profit 
earner was the central bank, Bank In- 
donesia (BI). Excluding BI, the remain- 
ing 213 enterprises earned a rate of re- 
turn On assets of just 0.7% in 1986-87. 

The financial data, of course, tell 
only a very small part of the story. There 
are serious limitations regarding the 
data, especially in the measurement of 
assets. More importantly, state enter- 
prises in Indonesia operate in such a 
constrained environment that profit fig- 
ures are rendered almost meaningless. 
Many are monopolies, or at least ope- 
rate in an industry where competitive 
forces are weak. Then there is a vast 
range of subsidies and off-budget finan- 
cial transactions which are not recorded 
in the official statistics. 

Above. all else, state enterprises are 
saddied witha ‘bewildering array of non- 
commercial objectives, ranging from 
defence of the currency (as occurred in 














the middle of this- ye? and the provi- 








offshoot of Australia’s less efficient in- 
dustry or becomes more fully an outpost 
essentially of Japan’s) and, in Australia, 
in dairy production (now protected by 
agreement) and textiles (now subsidised 
by bounties) in Australia. 

And free trade in services could also 
open up some big changes. New Zea- 
land has a less restrictive attitude to 
banks than Australia (Australia’s rebuff 
to the National Bank of New Zealand, a 
Lloyds subsidiary, in 1983 caused a 
sharp tiff between the two countries). 
More important, it could eventually 
open the way to integration of the two 
air services, allowing New Zealand air- 
lines to buy into the Australian internal 
market and/or prompting an association 
between Air New Zealand and Qantas, 
the Australian flag carrier. Communi- 
cations, broadcasting and insurance 
links are other possibilities. 





sion of cheap goods and services to the 
development of pribumi (indigenous) 
entrepreneurship. There is little wonder 
that their performance has been poor. 
In addition, senior management gener- 
ally have limited commercial auto- 
nomy because the enterprises are often 
run as little more than production 
units. 

The imperative for major reform will 
remain as long as commodity prices are 
low. But there is equally formidable 
Opposition to radical restructuring, in 
some cases from surprising quarters. 
For one thing, there is a deep-seated 
ideological antipathy to privatisation in 
many quarters. For example, in August 
the minister for public works criticised 
those advocating privatisation for trying 
to “learn from America” rather than 
congigering the Indonesian context. 

there are practical considera- 
tions’ Senior bureaucrats have a per- 
sonal stake in state enterprises. By sit- 
ting on several dewan komisaris (board 
of commissioners) they receive fees 
many times their basic salaries, in addi- 
tion to other benefits. However, there is 
evidence that some senior managers, 
tired of a negative press and stifling re- 
strictions, would welcome the opportu- 
nity of greater commercial indepen- 
dence. 

There is also a problem over the 
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The further the two countries go 
down that route the more compatible 
their regulatory environments will have 
to be. Already, there is consultation be- 
tween the governments on relevant 
legislation and regulations, but there 
are still substantial differences (for 
example, notably, in foreign-invest- 
ment rules) and the two countries 
mostly treat each others’ companies as 
foreign for administrative and regulat- 
ory purposes. 

e two prime ministers spent much 
of their discussion time on CER avoid- 
ing a major issue that divides them — 
New Zealand’s anti-nuclear defence 
stance. Hawke, in fact, went out of his 
way to state that Australia was happy to 
increase the defence relationship with 
New Zealand to make up for the demise 
of the oe defence arrangement 
with the US. o 


or by domestic groups with powerful 
connections. 

For all these reasons, and with the 
prospect of a new cabinet in the offing, 
it is hardly suroan that there has been 
little action. The minister of agriculture 
stated in February that at most two of 
the 35 state enterprises within his de- 
partment would be considered for dis- 
posal. Shortly afterwards, a senior Per 
tamina official ruled out . 
privatisation of the com- 
pany or its subsidiaries. The 
only firm offer seems to 
have been two government 
hotels. 

Nevertheless, the 
lem is too big to be ignored. 
Reforms are n , not 
so much to reduce the drain 
on the government’s fiscal 
resources, though there 
would be some short-term 
relief, but to improve effi- 
ciency in many sectors of |Wardhana. 

economy. 

Given the complexity and sensitivity 
of the issues, any reforms must be ac- 
companied by a clear statement of ob- 
jectives for state enterprises from the 

rnment. If, as seems likely, wholesale 
ivestment is politically unacceptable, 


buyers for the privatised firms. Given | 


the strength of nationalist sentiment in 
Indonesia, this is perhaps the most sen- 
sitive consideration of all. Foreign 
investment regulations have been 
liberalised since 1984, but they remain 
comparatively restrictive. The potential 
number of domestic buyers is limited, 
and there is a widespread fear that 
privatisation could mean selling parts of 
the state sector to powerful groups. 

The truth is that many Indonesians 
would, if faced with the choice, proba- 
bly prefer inefficient state enterprises 
to efficient operations run by foreigners 
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the government still has a number of op- 
tions. 

One is to retain state ownership but 
to introduce performance-oriented in- 
centives and greater commercial inde- 
pendence for senior management. Pro- 
vided these firms operate in a competi- 
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tive environment, there is no reason 
why the huge number of controls and re- 
strictions could not be replaced with a 
limited number of financial targets, or 
even a single one. In the process the link 
between performance and financial re- 
ward, which barely exists at the moment, 
would have to be strengthened. 
There is little possibility of major re- 
form in the absence of a well-develop- 
`; ed stockmarket, through 
-| which parcels of shares in 
state enterprises could 
| be floated. The current 
| stockmarket is so regulated 
and moribund as to hardly 
merit the term. Yet disposal 
of assets through any other 
means would undoubtedly 
raise public concern, 
Finally, it needs to be 
emphasised that privatisa- 
tion is no substitute for, and 
much less important than, 
liberalisation of the trade 
and regulatory regimes. If 
the Indonesian Government were to en- 
sure a competitive environment, in which 
state enterprises received no special assis- 
tance (except, perhaps, open subsidies, 
as in the case of urban public transport), 
and were not saddled with non-econo- 
mic obligations, and in which there were 
no barriers to entry and exit, ownership 
per se would not matter pony. 
Indeed, in terms of the timing of re- 
forms, liberalisation should precede 
privatisation because potential private 
investors would be reluctant to enter a 
heavily regulated industry and, in the 
absence of reform, there would be little 
point in simply transferring monopoly 
power and other privileges from public 
to private hands. In addition, to the ex- 
tent that the implementation of major 
economic reforms in Indonesia requires 


-level bureaucratic resources and 


hi 
political support, privatisation should 


perhaps temporarily take a back seat. I 
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@ IN the land of the leveraged, the man 
with cash is king. With assets suddenly 
diminished by the stockmarket crash, 
Australian raiders are rushing to liquid- 
ate or secure cash flow by taking out 
minorities in their investments if they 
can. 

The handful of entrepreneurs wise or 
lucky enough to have gone liquid before 
the crash are having a field day. Larry 
Adler’s FAI Insurances is one, having 
collected A$520 million (US$356 mil- 
lion) from Robert Holmes a Court for a 
16.6% holding in Pioneer Concrete and 
A$280 million for shares in British mer- 
chant bank Hill Samuel. Kerry Packer's 
Australian Consolidated Press is 
another, flush with the A$805 million 
paid by Alan Bond's group for his chain 
of television stations. 

Both Adler and Packer are now circl- 
ing Ariadne Australia, the beleaguered 
investment house built by New Zealand- 
er Bruce Judge. FAI subsidiary Pem- 
broke Securities will be the underwriter 
for a one-for-two rights issue b 
Ariadne, which is hoping to raise A$1 
million to see it through a difficult 
poa As well as collecting an A$6 mil- 

ion underwriting fee, FAI will be help- 
ing ensure it gets the NZ$174 million 
(US$107.7 million) due from Ariadne 
under the controversial secret put o 
tion attached to its purchase of shares in 
New Zealand merchant bank Renouf 
Cop. in September. 
Wate subscri pie oe the 
group would be left holding equity 
in Ariadne up to a maximum of 33%. 
This may not be the or prize, how- 
ever. Adler is not the on y one eyeing 
the prize assets in Ariadne. Packer, 
in cahoots with ppe investor Mal- 
colm Edwards and Japanese educa- 
tion tourism entrepreneur Harunori 
Takahashi, is set to buy just under 20% 
the takeover threshold) of Ariadne 
Judge’s 50% owned New Zealand- 
based Judge Corp. The rumoured 
A$100 million they will pay — about 
double current market value — will no 
doubt relieve the bankers who are 
“advising” Judge Corp. (REVIEW, 
9 Nov.). : 

The group would be in the front seat 
should Ariadne have to let go of its 
major investments, a 75% share in a 
large-scale tourism and residential re- 
sort called Sanctuary Cove on Queens- 
land’s Gold Coast and 39% of Giant Re- 
sources, which has highly regarded gold 
and base-metal mines in ada and 
Australia. 

Ariadne’s own creditors — chiefly 
the Australia and New Zealand Bank- 
ing Group and Security Pacific Austra- 
lia — have not pulled the plug on 
Ariadne yet, even though the group's 
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Lost art of the raiders 


claimed assets of A$800 million do not 
cover estimated borrowings of between 
A$900 million and A$1.1 billion. A 
company doctor from accountants Peat 
Marwick has been appointed to a super- 
visory role, and an extra credit line of 
A$60 million provided. 

Although re-acclaimed as chairman 
by shareholders at the annual meeting 
in Brisbane on 17 November, Judge 
seems to be relinquishing all executive 
roles. — to the relief of the National 
Companies and Securities Commission, 
which took a dim view of Judge’s public 
statements this year during the debacle 
with Renouf Corp. If the sale to Packer 
proceeds, Judge Corp. will be left with 
only 3% of Ariadne. 

@ SHROFF is not one to gloat over the 
nemesis that has followed bull-market 
hubris. But just to tidy up loose ends, 
the rescue of AFP Investment Corp. 
from its options deal over shares in El- 
ders IXL needs to be noted. AFP, it will 
be remembered, is run by a group of El- 
ders irman John Eee mates, who 
put up the now-postpon 

plan to hive off Elders’ 
main operating divisions 
into separately listed com- 
panies REVIEW, 24 Sept.). 

At that time, AFP en- 
tered put and call options 
with Australasian food 
group Goodman Fielder 
on 144 million Elders 
shares exercisable at 
A$5.24 in July 1988. A 
linked option deal with 
South Australian Brewing 
(SAB) covered a further 
68.4 million Elders shares 
exercisable by June next 
year. The 212.4 million 
shares equal about 18% of 
Elders capital, and the 


exercise price was around | Eyiott: no obligations. 


re-crash market value. 

ut with the crash sending Elders scrip 
down below A$3, AFP was liable under 
the put options to pay about A$450 mil- 
lion above the market. 

Goodman Fielder and SAB have 
now taken 7 on AFP. Instead of seek- 
ing the ASIS million it seems entitled 
to under the options — and which its 
blown-out debt in 1986-87 would seem 
to require — Goodman Fielder settled 
for less. It agreed to set up a joint ven- 
ture with AFP to hold the 212.4 million 
Elders shares, with each subscribing 
A$200 million equity. Goodman Field- 
er would then receive from the joint 
venture a net cash amount on 1 De- 
cember of A$484 million. The A$684 
million total is equal to A$4.75 a share, 
with the difference from the put option 
price equal to the discount (assuming an 
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interest rate of 14% or so) of receiving it 
eight months early. 

The joint venture pays SAB A$191.5 
million at the beginning of December, 
and a further A$165.5 million in De- 
cember 1990. The funding gap is met by 
an A$421 million non-recourse loan by 
Citibank to the joint venture, served by 
the Elders dividend stream, and an 
A$55 million loan by AFP itself. 

AB was in the position of having to 
wait until Goodman Fielder exercised 
its option before its own came into play. 
holy did Goodman Fielder not simply 
go for the money, rather than having 
A$200 million tied up indirectly in El- 
ders without even getting a dividend 
flow? Presumably, Goodman Fielder 
shareholders will not accept the line that 
Elders is an excellent long-term invest- 
ment, and will be told the directors 
judged that the put option would have 
sent AFP to the wall. 

One little-remarked consequence of 
the deal is that the AFP offer to Elders 
management to take up half the options 

onewa, has been withdrawn. This 
offer had been conditional 
on chairman Elliott and 
senior executives staying 
with Elders for three 
years. Shroff supposes 
that Elliott is now free of 
this obligation should he 
wish to take up any early 


Ppportapiy to move into 
politics 


@ ONE raider who al- 
ready seems to have made 
his exit is Malaysian-born 
Lee Ming Tee, who has 
moved out of Wormald In- 
ternational which he had 
controlled via the 36% 
stake of his Sunshine Aus- 
tralia. Under his chair- 
manship, Wormald took 
over Sunshine with fund- 
ing via a one-for-two rights issue before 
the crash. 

Lee did not, as widely predicted, se- 
cure his entry back into Wormald by 
getting a lien on the rights issued to Sun- 
shine, or the diluted Sunshine equity 
(24%) which Wormald would have to 
place or cancel after the takeover. 

Since then, a new outsider has 
moved in to take up the share parcel left 
with the rights issue underwriters. This 
is Reil Corp. Unfortunately, Reil does 
not have the resources t-crash to 
move beyond its present 17% and take 
up the 24% ex-Sunshine shares. So 
once again, Wormald shareholders are 
being asked to take out a raider. Reil is 
expected to announce proposals for a 
reverse takeover or merger in De- 
cember. 


Our business Is service. 


B- 





© Lufthansa 


German Airlines 





The new COMPAQ DESKPRO 386/20" 


‘The world now has two new 
benchmarks from the leader 
in high-performance personal 
computing. The new 20-MHz 
COMPAQ DESKPRO 386/20 and 
the 20-lb., 20-MHz COMPAQ 


_ PORTABLE 386 deliver system 
_ performance that can rival 


| minicomputers’. Plus they intro- 
__ duce advanced capabilities 


_ without sacrificing compatibil- 
-ity with the software and hard- 


ware you already own. 


Both employ an industry- 
standard 80386 microprocessor 
and sophisticated 32-bit architec- 
ture. Our newest portable is up 
to 25% faster and our desktop is 
actually up to 50% faster than 
16-MHz 386 PC’s. But we did 
much more than simply increase 
the clock speed. 

For instance, the COMPAQ 
DESKPRO 386/20 uses a cache 
memory controller. It comple- 
ments the speed of the micropro- 


cessor, providing an increase in 
system performance up to 25% 
over other 20-MHz 386 PC's. It's 
also the first PC to offer an op- 
tional Weitek™ Coprocessor Board, 
which can give it the performance 
of a dedicated engineering work- 
station at a fraction of the cost. 

They both provide the most 
storage and memory within their 
classes. Up to 300 MB of storage 
in our latest desktop and up to 
100 MB in our new portable. 


Hong Kong, Microware U.S.A. Limited, Tel. no.: 471289, Tix. no.: 89586. Indonesia, Gmkom, Jakarta, Tel. no.: 361343, Tix. no.: 663651. Malaysia, Microcomputer Centre, Kuala 
China/Minzu Hotel, Tel. no.: 568541 ext. 2957/2958, Tix. no.: 22848. People’s Republic of China, Eekon ~Hong Kong, Tel. no.: 714028, Tix. no.: 76626. Philippines, Datronics, Manila, 





Both use disk caching to inject 
more speed into disk-intensive 
applications. 

As for memory, get up to 16 MB 
of high-speed 32-bit RAM with 
the COMPAO DESKPRO 386/20 
and up to 10 MB with the COMPAQ. 
PORTABLE 386. Both computers 
feature the COMPAQ’ Expanded 
Memory Manager, which supports 
the Lotus’/Intel*/Microsoft* Ex- 
panded Memory Specification 
to break the 640-Kbyte barrier. 


Lumpur, Tel. no.: 7188332, Tix. no.: 37830. Pakistan, Computer Graphics and Systems. Lahore, Tel. no.: 237283, Tix. no. 24492. People’s Republic of China, ComputerLand 
‘Fel. no.: 818-2703, Tix. no.: 23232. Singapore, Computer Industries Lid., Tel. no.: 225836, Tix. no.: 22907. Thailand, Olympia Thai, Bangkok. Tel. no.: 2340770, Tix. no.: 20191. 





and the new 20-MHz COMPAQ PORTABLE 386" 


With these new computers 
plus the original COMPAQ 
DESKPRO 386", we now offer 
the broadest line of high- 
performance 386 solutions. 
They all let you run software 
being written to take advantage 
of 386 technology. 

And to prove it, from now until 
December 31, 1987, we're including 
Microsofts Windows/386 Presenta- 
tion Manager free with your pur- 
chase of any COMPAQ 386-based 


















PC. It provides multitasking 
capabilities with today’s DOS 
applications to make you consid- 
erably more productive. But 
that's just the beginning. For 
more information, see the listing _ 
below to call the Authorized 
COMPAO Computer Dealer 
nearest you. 





Intel, Lotus, Microsoft, and Weitek areo 
trademarks of their respective companies. 
©1987 Compaq Computer Corporation. 
All rights reserved. 
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From the pillar of financial journalism, 
Lew aie to The Post. 


In this advertisement for its own Its influence in the business community commercial, and economic climate of the 





financial services, run in its own pages, | makes The Post essential ing for the world’s top growth region. 
London's Financial Times cited the ieee papers and financial publications Every great city in the world has its 
South China Morning Post as the one ar 


: the globe. It is invaluable as a great newspaper. In Hong Kong it’s the 
newspaper of reference in the Far East. barometer by which to gauge the political, © South China Morning Post. 


ONE OF THE WORLD'S GREAT NEWSPAPERS 





This announcement appears as a matter of record only. October 1987 


BIL. 
BRIERLEY INVESTMENTS OVERSEAS N.V. 


US$50,000,000 
MEDIUM TERM LOAN 


Guaranteed by 


BRIERLEY INVESTMENTS LIMITED 


Arranged by 
The National Bank of Kuwait S.A.K., Singapore Branch 


Lead managed by 


The National Bank of Kuwait S.A.K., Singapore Branch 
The Commercial Bank of Kuwait S.A.K. 
Kuwait Foreign Trading Contracting & Investment Co. (KET CIC) 


Managed by 
The Gulf Bank, K.S.C. 


Provided by 
The National Bank of Kuwait S.A.K., Singapore Branch 
The Commercial Bank of Kuwait S.A.K. 
Kuwait Foreign Trading Contracting & Investment Co. (KFTCIC) 
The Gulf Bank, K.S.C. 
Banco Atlantico, S.A. 
Al Saudi Banque (ASB) 
Kuwait Real Estate Bank K.S.C. 


Agent 
The National Bank of Kuwait S.A.K., Singapore Branch 
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Futures in doubt 


Hongkong brokers deny their liability for defaulted contracts 


By Christopher Marchand in Hongkong 
R epayment of HK$1.8 billion (US$231 
million) pumped in by government, 
banks and brokers to rescue Hong- 
kong’s Hang Seng Index futures market 
could be threatened by legal action from 
two of the biggest defaulting brokers, 
Solid Futures and Bonsar Ltd. 

In a related move, the family of 
Robert Ng, one of the wealthiest in 
Singapore, has hired the legal firm of 
Denton, Hall, Burgin & Warren to re- 
resent its interests in Hongkong, appa- 
‘ently in connection with futures arkel 
ransactions. Market sources say com- 
Janies connected with the Ng family ef- 
ectively held 12,000 long futures con- 
racts. When the Hang Seng Index 
iropped more than 1,500 points in Oc- 
ober, the holders of the contracts were 
aced with losses which could total 
1K$1.2 billion. Indications are that the 
Ngs will dispute liability for the bulk of 
his amount. Adding to concern over 
he Ng family’s liquidity is the fact that 
heir come’ listed Hongkong com- 
sanies, Sino Realty and Sino Land, had 
o obtain a HK$1 billion credit line from 
he Hongkong and Shanghai Bank. 

Robert Ng, the son of Ng Teng-fong, 
efused to discuss the futures issue with 
he REVIEW, but insisted that the public 
ompanies were not exposed on futures 
vhich, he said, were a private matter. 
"he Hongkong Bank loan, he said, will 
und the Sino group’s property expan- 
ion projects. But the issue promises to 
‘ecome a major embarrassment for the 
jongkong Government. When the fu- 
ures market bail-out was first an- 
ounced, the government said defaul- 
ers would be pursued with the utmost 
‘igour. That now looks more easily said 
han done, as claims against brokers and 
heir clients become bogged down in a 
morass of legal argument for years. 

The flashpoint promises to be Bon- 
ar and Solid Futures. This duo is the 
jubject of writs from the Futures 
cin Corp. totalling HK$900 mil- 

n, Which will be contested at a court 
tearing on 3 December. The basis of 
heir defence will be that in purchasing 
ndex futures contracts, the brokers act 
s agents and not principals, and hence 
re not personally liable. A second ar- 
ument will be that the futures market’s 
our-day suspension from 20-24 Oc- 
ober was ultra vires, and frustrated all 
ontracts. Solicitors Oscar Lai & Co. 
ire acting for the brokers. “I may repre- 
ent another 26 or 30 brokers in another 
ne or two days,” Lai says. 

The government refuses to discuss 
he matter and the stockbroking firms 
vhich were dragooned into providing 
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money to support the futures market 
have been kept in the dark. Said one: “I 
wouldn't be surprised if the closure 
period had been used to strip away as- 
sets out of some of the many companies 
which faced trading losses. 

A separate legal issue relates to own- 
ership of the HK$900 million of futures 
contracts: The contracts themselves ap- 
pear to be held by a number of Liberian- 
incorporated companies: the market 
believes that the Ng family is the ulti- 
mate owner. But a wall of silence has 
emerged around the company’s effec- 
tive controllers, even though the obliga- 
tions on these contracts will be dis- 
pet by public money. “We can’t 
possibly know,” claims Alan Burr, the 


Hongkong managing director of the In- 
ternational Commodities Clearing 
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House. “No futures exchange knows 
the identity of its brokers’ clients.” 


scar Lai is similarly reticent, but 
Denton Hall’s Tony Grant insists 
that the Ngs are “not party to any futures 
contract, and my understanding is that 
they have no liability.” Grant says that 
the family retained his firm to “look 
after their best interests,” but he would 
not say if the Ngs had money in the 
Liberian companies. Grant noted that 
no members of the Ng family are direc- 
tors of the companies owning the fu- 
tures contracts. His comments suggest 
that the Ngs are likely to argue that they 
are not liable for the contracts, as they 
are not directors of the companies. But, 
of course, the Ngs could appoint their 
amahs as directors of the Liberian com- 
panies. Nor is it clear if the Liberian 
companies have any equity or financial 
links with Sino Land. 
Robert Ng has been a rampant 
stockmarket and property bull in the 
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y= | property market would cut the Sino 
=| group’s expected returns, while debt 
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most recent economic boom, and Sino 
Land has been the most aggressive land 
purchaser in Hongkong in the past two 
years, which has made Ng unpopular - 
with some rival developers. 

In October, Sino Realty, the holding 
company for the Sino group which is 
70%-owned by the Ng family, swapped 
its share portfolio for a 90% stake in the 
Tuen Mun Town Plaza development. 
This development was pevately owned 
by the Ng family, and the deal was 
worth some HK$1.4 billion. The Ngs 
clearly thought the bull run would con- 
tinue, as the subsequent stockmarket 
crash means that Sino Realty got a bet- 
ter deal at the family’s expense. 

i sad Land has ei a veg ce 

et player, earning nearly 20% of its 
operating profit from listed share in- 
vestments last financial year (ending 30 
June this year). Just before the 
stockmarket crash, Sino Land bought a 
4.7% stake in Hongkong and Shanghai 
Hotels, on which it now has an un- 
realised loss of rather more than 
HK$100 million. Itis also unclear if Sino 
Land took a loss on other investments, 
though Ng denies it did. 

Cash flow at Sino Land was a re- 
latively flat HK$67 million last financial 
year, but analysts forecast stro 

wth to somewhere around HK$3. 

illion in the next two years, as a string 
of new property developments come on 
stream. The problem is that a falling 





and obligations stay high. The Hong- 
kong Bank's HK$1 billion loan would 
thus make it possible for the group to 
bid for sites at a major government land 
auction on 28 November. 

The more worrying question is the 
degree to which the Ng family itself has 
hit financial problems. Robert Ng de- 
nies that the Pakos Bank has a lien 
over the family’s shares in Sino Land. 
There is the possibility that the family 
might be forced sellers of Sino shares in 
the market. That in turn could depress the 
share price. From HK$6.80 a share 
on 16 October, Sino Land’s price had al- 
ready slumped some b by 25 
November. 

Ng, however, is an unrepentant be- 
liever in the bull run. He forecasts a re- 
covery in stock prices, and argues that 
the property market has been largel 
unscathed. “Prices have only come o 
2-3% from the top,” he says, “and we 
sold 26,000 ft? of industrial ground floor 
space at Kowloon Bay for HK$1,100 a 
ft? two weeks ago. This makes the prop- 
erty market all the more certain.” 

Asa bull, Ng clearly needs to play for 
the time, both for the stockmarket to re- 
cover and for the property market to 
show renewed strength. That means 
that the lawyers must tie up the govern- 
ment on the futures front, while the 
Hongkong Bank, in the best of Hong- 
kong’s time-honoured traditions, helps 
out with cash flow. Oo 
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budget for. 1988 and the Ministry of Fi- 


{cion that though manufactured exports 
may be running at encouragingly high 
levels, private Investment in.1987 had 
miserably low growth. This latter trend 
| -posés a major threat to the long-term 
recovery of an economy from which the 
“government has already signalled. its 
| withdrawal as an active investor. 

. Private investment is estimated. to 
have grown 1.2% this year, compared 
~owith.a contraction of 29.7% in 1986. 





the petroleum sector and. export- 
oriented manufacturers: investment in 
domestic-oriented manufacturing and 
construction was down again, even from 
1986 levels; Over the same period, gov- 
ernment development expenditure fell 
11%, while expenditure over the 1986- 
90 life of the Fifth Malaysia Plan has 
been slashed by 32.5%... - 

To. be: sure, the 2% growth in real 
| GDP this year. is an improvement on last 
| year’s 1.2%. But as the MoF has bluntly 


vate investigat, growth will never real- 
ly take off 
There. is not much sign of this hap- 
pening.in the near future. The ratio of 
priate investment to GDP has slumped 
rom:19:6% in 1980 to 10.1% this year. 
| In 1988 — three years into the recovery 
| — private investment in current termsis 
expected to. grow to M$8.23 - bil- 
lion (US$3.3. billion), or 13.4% of 
GDP. 


The good news is that the current ac- 





| Structu ral weakness 
alaysia’s economy- is on the-mend: 


but major- structural. deficiencies: 
remain. The simultaneous release of the -| 


‘time since 1980. Merchandise ex 
nance’s (MoF) Economic Report 1987- 
88 on. 23 October confirmed the suspi- | 


-the services deficit was M$9.9 billion. 


Most: of this. year’s increase came from - 





| pointed out, without a recovery in pri- . 





count is back into the black for the first 
rts 
pe by an estimated 14.8% to M$40.6 

illion, on the back of strong perform- 
ance by the electronics and textile sec- 
tors. Imports, on the other- hand, grew 
by only 7.9% to M$28.7 billion, while 


-As a result of this surplus, the exter- 
nal reserves of the central bank, Bank 
Negara (BN), are expected to increase 
to. M$17.4 billion by year-end, com- 
pared with M$16.3 billion at end-1986. 
These reserves are the equivalent of 7.3 
months of retained imports. 

The.reserves figure understates the 
true situation. The government prepaid 
M$2.4 billion of foreign debt in the third 
quests. This. has: brought: the. overall 

level. of foreign debt down to M$49.2 
billion, or about 70% of GNP at current 
prices. The normal debt/service: ratio is 
now. 16.9% of export receipts. —. one 
percentage point lower than in 1986 — 
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REVIEWDIAGRAM by Andy Tang and ivan Kwong 


“| though with the prepayment, the ratio 
aie been distorted | temporarily to 22%. 














This rapid improvement in the bal- 
ance of patent has been caused large- 
ly ‘by ‘the ‘improvement in Malaysia's 


-terms of trade last year from -14.2% in 


1986 to: +4.9% in 1987, largely in the 
manufacturing and primary-commodity 
sectors. Another major factor was. the . 
clamp-down. on imports by. the public 
sector through budgetary restraints. 

_ The price for this restraint has been a 
worsening of the unemployment rate,- 
though the poorer-than-expected up- 
turn in domestic demand. was also to 
blame. Unemployment rose to 9.1% 
this year, compared with 8.5% in 1986. 
(This estimate is misleading, as there is 
actually a:shortage of labour in some of 
the less-popular sectors of the economy, 
especially plantations, ) The official esti- 
mate for 1988 is a slight rise in the rate, 
to. 9.4%. This should put a lid on wage 
increases, and help stabilise prices. 

Inflation in 1988 is forecast.at-only 
2%, compared with 1.5% this year. The 


“latest forecast for real 1988 GDP growth 


is 4%, while per-capita income: 
should rise 0.8% to M$4,256. All 
sectors of the economy are expected Be 
to register growth except for con- 
struction. Mining is expected to 
make a. much... bigger contri.» 
bution following the. government's 
decision to increase. oil. produc- 
¿o tion by 9.3% to 540,000 barrels 
“per day. Manufacturing should — 
grow 7.5% to M$14.06 billion (23% 
co against 8% growth» in. 





Better commodity prices and: 
higher export volumes should keep... 
the current account in the black by. 
some M$1.99 billion (against a 
surplus of M$1.96 billion in 1987). 

: :— Nick Seaward. 
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-stockmarket crash and taken into account above the line 
| the halt- yoat profit figures. 





























-Company ar 
amounted to Rs 1:8b while share capasaton was 
Ris 940m. 















3 Wall Street's shadow 


[OST Asian markets followed Wall Street's bearish lead in the period to 23 Nov. Hongkong lost more | 
savily than others. Gainers were led by Taiwan which recorded a 12% rise in value. 


INGKONG: The US remained a 
eal point for local punters. The ac- 
rd ona US budget deficit cut failed to 
cite investors who had already dis- 
unted the move. Hongkong Land 
ysed lower at HK$7.25 (93. US cents) 
rumours of an impending takeover 
ded, while Cheung Kong fel to 
K$6.60. Volume for the period 
ached 2.9b shares, worth: HESS. 5 3b. 


NPE: ` The marke rallied with heavy 
ink buying, and the weighted index 
isted its first period gain since end- 
‘ptember. News of a budget agree- 
ent in the US added to the rise, 
aily turnover rose to NT$10.93b 
J$$360m). Banks and construction 
ares led. Chang Hwa Bank rose D- 
T$29 to NT$195. Cathay Construc- | atoe ie 
mleapt NTS10. 50 to} 73.50. poaa 





‘Shares moved within a nar- læ 
w range in extremely thin trading as 
2 market awaited news from Wash- 
Hct on action to curb the US federal: 
capitalisation stocks end- 
mixed. Mitsubishi. Bank was un-: 
anged at ¥2,830 (US$20.90). Trans- 
rt shares were weaker, Japan Line 
1¥8 to ¥208. Turnover was 475.3m 
ares a day, worth ¥468.7b. 


















ANILA: Mining issues | d a late re- 
very while oils absorbed further 
ancing mines,. 
15.5% to. P24.25 
18$1.20), Lepanto-B 8.3% to P0.52, 
d Philex-B 4.7% to P0.45. Commer 
il-industrials, were also higher, with 
-DT up 1.4% to P143. Average dail 
rover was P61.09m, up 7.6%, on 
8. an shares, p 12.7%. 








1c. Thin trading, enlivened 
of bargain-hunting early. 

riod, kept prices drifting 
Brokers aid that institutions 





tre Still picking upa few lots. 
ider UIC lost 7 $ cents ( 


ares a day, worth. $834. m: 


IALA LUMPUR: The modest re- 
very of tħe previous period was 
ped out by profit-taking among in- 
stors. The market then drifted in the 
tesh leads and volume 
imped. Public Bank was heavily 
wded, l , losing 10 M cents (4 
M$1.99. Average daily 
0.4m shares valet at 

















‘some early resilience but fell away 


‘rally subsided into another heavy fallin 


| : BANGKOK: Prices across the board 


-Thai Farmers also closed higher at 


o ment, 


“tation of a better outcome in talks be 

















































AUSTRALIA: The market showed.” 
wards the end of the period. Highlights 
included a turnover of 7%. of the capi- 
tal in Bell Resources. with British 
media tycoon. Robert  Maxwel 
rumoured as the buyer. Bell closed a 
A$1.76 (US$1.20), up from A$1:40. 

the start of the period. A total of 530m 
shares, worth A$788. 3m, were traded. 


NEW ZEALAND: The previous period's : 


light trading. The US deficit cut agree- 
ment was not considered enough to en- 
courage investors, who showed a pre- 
ference for secure financial .instru- 
ments. Brierley was down 16 NZ cents 
(9 US cents) to NZ$2.34. Volume for 
the period was 52.5m shares, worth.. 
NZ$51.2m. 


suffered a setback during the period on 
reduced turnover. FBCB | gainers, 

closing at Baht 6.75 (27 US eens up 
8% on the period. Bangkok Bank and 





Baht 323 and. Baht 337 respectively 
The hardest.hit was Bangkok Invest- 
Volume amounted to 20.2m 
shares, worth Baht 1.5b: 


BOMBAY: Heavy institutional buying | 
on the last day of the period reversed | 
the downtrend in the market and pro- | 
vided the impetus fora modest re 
covery. Sentiment improved in expec 











tween bourse chiefs and Finance | 
Ministry officials. Bajaj Auto climbed | 
by Rs 350 (US$27.10) to Rs 4,750. Tata | 
Steel gained Rs 5 to close at Rs 525. 


SEOUL: The market rallied as restric- 
tions on institutional investors were | 
eased further. But institutional buying 
did not fuel a broader rally, as indi- 
vidual investors took. the opportunity 
to bail out, amid continuing election | 
uncertainties and worries about the in- | 
ternational economy. Volume rose to 
an average 5.2m shares a day, worth | 
Won '80.3b (US$18.4m). . 

















NEW YORK: Trading was sluggish and | 
nervous as. prices lagged. Some: pro- 
gramme-related buying helped to trim 
losses but overall, most investors pre- 
ferred to stay on the sidelines until | 










ged at 395.5 on 23 Nov. 
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Brant ay ‘Singapore $$2.010, 
pade re. *Selling rate 


Tiie tor mot ing forward ragos Wore Aplen moris wens, Paridhi Nè. 


Arid Deak Intemational Ltd for officiai rates. 
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EFFECTIVE EXCHANGE RATES 


Weighted for 1985 trade with the countries shown plus the US and Canada and 14 European countries. Figures aro for tne eaiok iON?) 





























ee a EL 





























Economic Growth % {real (1) 
1966 
1987 
International Reserves (5) 
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RM we . OVERSEAS POSITIONS 
AN AA ie oy: rae fe i] Hundreds of top paying positions avail- 
5 aw y AA Fi `3 f able now, Tax-free incomes. Many attrac: 
> N7 À tive benefits. Opportunities for atoccupa- 
i tions, skilled trades, professionals, man-.. 
agement, technical personnel etc. ve 
Free details. ae 
__ Overseas. Employment Services, Dept 


tapt wF 


‘BEELBANGERA' WINERY - GRIFFITH AUSTRALIA | 


~ UNDER INSTRUCTIONS FROM McWILLIAM'S WINES PTY LTD 
To be Sold in One Line - Fully Operational. 


Ree bangers. is located in the heart of the Riverina, one of Australia’s leading wine. 


Re duction areas. Many Gold Medal winners have been produced from this winery. 
he Riverina has unlimited water supply, ideal for the growing of rice. We understand 
the plant and equipment would be easily adopted for the manufacture of sake. _ 


FE, PO Box 460, Town of Mount Royal; 
Quebec, Canada H3P 307, 





_ PERSONAL 


* — Well maintained plant and equipment with a capacity of processing in excess of 
‘10,000 tonnes (on present production mix). 
Excellent storage facilities which include: 
Stainless steel tanks.- with a capacity of 3.8 million litres approx. 
Concrete tanks with a capacity of 8. 9 million litres. 
-Fresh water storage. 
Many other features including: 
distillery, modern five bedroom home, workman’s accommodation, 
weighbridge, modern office and staff facilities with room for expansion. 
Expressions of interest are required to be lodged at the offices of: 
_Jones Lang Wootton 3rd Floor 40 Marcus Clarke St CANBERRA CITY ACT 2601 


ELGRAVIA. 
“LONDON SWI X8DT 
> TEL:01-235 1544 : 
TELEX: 941 3498 EXECUT | 
Single: £42.50 + VAT = 
Double/Twin: £58.50.+ VAT 
All rooms with private facilitias, 
our television, direct dial telephon 
. hairdryers, coffee and tea makeri 


Substantial. breakfast served i 
bedrooms. 





BUSINESS OPPORTUNITIES 





Hampton & Sons, the leading UK Estate Agents can assist you to buy. sell, let. 
ananage and arrange finance for your UK house or flat. 


“ Philip Jackson on 5-8104838 or telex 61851 FPDHK HX 
ARSE NCIS DAVIES Hampton & Sons 


cf PROPERTIES UMITED a í 2 os 
pas SL ye | 23: Boor Two Exchange Sqare. Hong Kong Arlington Street: Landon SWIA IRE Tele BHT: 


ORANGE COUNTY. _ 
CALIFORNIA BANK | 
$20M Assets $3.2M Buys 95% Control. 
Closing Date: December 15, 1987 


Contact: Cillomar Corporation — 1300 Dove Street, Suite 200 Ne WI 
Beach, California 92660 
Fax (714}476-0530 Phone (714) 851-9429 


MAXIMISE EFFECTIVENESS... 
... MINIMISE COST 


For successful, cost effective marketing of business 
services; opportunities, ‘personal investments; prop- 
erty; recruitment;. education; exhibitions; confer- 
ences; andin fact pato ofa specife) nature con- 
tact us now. 


: ! How you ’ 
“op can turn 
I exchange rate 


MANAGEMENT / FINANCE | 
CONSULTING-SERVICES | 


Company? Trust/ Foundation 
formation and Management 
Trustee and fiduciary services movements 
Project evaluation and i inte potia 
implementation 
Alfinternational transactions and cos yoi tks frar 
— Contract negotiations 
— Developing cortracis with 
authorities, banks, investors. etc. 


IBS, Bahnhofstras: i at and & ee 
CH-8028 Zurich t se pius a PRED report at out recent foretas 
Phone 01/211-04-83 goers 
Fax 017/2117531 Š g Site Room Sis. Stonshart BC Limited, 
Telex 813884 p i sex TA Fier, aE Hatem Cinti, London, 


am sve see wine tite "ais Si 


Jt ertisement _ in this section Taes over 
nd influential readers, 


Far Eastern Economic Review 
15th Floor, 80 Gloucester Road 
GPO Box 160, Hongkong 
Tel: 5-293123 Telex: 62497. REVAD HX 


START BUSINESS IN HONG KONG? 


If you have som ë 
> < tosay... sayit 


== area 

: ; DSM ariagerment Rervices 

E TST, 

multim arket , Hales Star House, S ] 
ma azin 

















‘of Southern 


` California 


A unique MBA program with a mix of 
strategy and operations 
Business REE 
pee Peg STARTING SEPTEMBER 12, 1988 
Administration | g US ie en 


Focus: 
. Industrial Policy and Stra ee =: 
+ Strategic Management and Enteri se Strategi ej 
Design 
* Behavioural implications of Strategy 
+ Management Information Systems ` 


Write or telex for more information to: 
` The Head of the MBA Department, 

Netherlands International Institute for Management 
P.O.Box 143 l 
2600 AC Delft — 

The Netherlands 
Telex 38323 RVB NL 


»JRUONRUIAyY 


Graduate School of Business Administration 
a! ity of Southern California » 
ngeles, California 90089-1421 : : , i l 
Phone: 213 743-2272 : i ar 
Telex: 4720490 USC LSA The MBA degree is accredited by the Dutch Government 
Facsimile: 213 747-4176 mee eee 





PUBLICATION 








earch Scholarships are available t to outstanding university ` 


lates registered for, ora 


: programmes by research at the National University of The Review Publishing Company Limited is now publishing a 
‘Singapore. ae ee quarterly index which details by country and date everything - 
yeat in the first instance and, that has appeared in the Review. The index is available 
oe Satisfactory progress, renewable annually for another quarterly basis. uote now and each’ ret nie willbe 
| sent to you automatically as soon as it becomes availabie. 
mann igs "00s nolarship is tom say oot Pia F vital research tool, thë Review index will save hours of needless 
ual termined on the candidate's searching for information. ORDER YOURS TODAY! Only: | 
HK$290 (US$37.50) for 4 quarterly issues. Just complete the 
coupon below and send with your payment. . 


1 The Circulation Department - 
Review Publishing Company Limited, 
GPO Box 160, Hongkong. — 


AEA D - ; Please send my order for the Review Publishing Company 
The Registrars NUS Overseas Office Limited QUARTERLY INDEX. / enclose HK$290/US$37.50 
NATIONAL UNIVERSITY 5 Chesham Street (orits equivalenti in local currency) in payment. 


H 
t 
‘obtained from: t 
: i 
i 
| 
London SW, UK l , i . (Please print in block letters} 
: i : : 
i 
' 
i 
f 
4 








_NUS North America Office 
` 780 Third Avenue, Suite 2403 
New York, NY 10017 USA 





L 
Appl cations must be received by the Registrar, National Univer a 


_ of Singapore by 29 February 1988. : For QUALITY response. ae 
= advertise in this section. _ o 





ARNA ADETEN Tan 








AC underground railway system 
seems to take on the character of 
the city it serves. With the opening of 
the first sections of Singapore’s new Mass 
Rapid Transit (MRT) system, a visitor 
is drawn to speculate what it will say, 
especially as it is probably the world’s 
first subway serving an entire nation. 

The first section of track opened on7 
November, serving five stations along a 
rather non-descript but densely popu- 
lated stretch north of the city centre. On 
12 December, the trains will reach south 
into more evocative territory, with 10 
new stations serving the shopping dis- 
trict around Orchard Road and the busi- 
ness zone around Raffles Place. 

By 1990, the system will be fully 
open, looking like an inverted “T” in its 
network. The verticle stroke will run 
north from the Raffles Place and City 
Hall interchanges to Yishun on the 
Johor Straits side. The cross-stroke runs 
west through the Jurong industrial area 
to Boon Lay, with a spur northwards to 
Bukit Panjang, and east through Changi 
to Pasir Ris. The system 
will be 67 km long, of 
which 21 km will be 
underground, with 42 
stations. About half of 
Singapore’s 2.6 million 
pores live within 1 

m of the route. 

The newly opened 
section has been packed 
with sightseers (120,000 
on the first day), with en- 
tire families queueing for 
a joy-ride. Unfamiliarity 
with the ticket and 
change machines, inser- 
tion of the magnetic- 
stripe tickets into the au- 
tomatic barriers, the short 20-30 second 
boarding times, have slowed things. 
Many passengers arè on a subway, if 
not a train, for the first time in their 
lives. 

Management of the construction cer- 
tainly says something for sinpaporees 
efficiency. Ground was first broken 
only in 
sengers were carried six months ahead 
of schedule. The total construction cost 
is expected to come within the initial 
coer of S$5 billion (US$2.44 billion). 
While the MRT required no particular 
engineering innovations, some difficult 
techniques were involved, including a 
cut-and-cover tunnel dug on the bed of 
the Singapore River while the water was 
pumped out from a coffer-dam, and 
some underwater construction else- 
where. 

The six-car trains are bright 
aluminium with a red stripe outside, and 
easily polished surfaces inside. The 
underground stations are light and cool, 
-with glass-panelled walls on the sides of 
the platforms keeping cooled air from 


i, or > Mo 
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ctober 1983, and the first pas- 


escaping up the tunnels. Train drivers 
are managing to match train doors with 
the doors in the platform walls to within 
a couple of inches. Much of the surface 
track is carried on viaducts with an at- 
tractively outward-curving cross-sec- 
tion. 

What kind of a subway will it be? It 
seems unlikely to take on the sinister 
tones of the one in New York. Stations 
are designed to have no dark corners or 
tunnels, and are watched by closed-cir- 
cuit cameras. The train is virtually one 
long open space inside, so passengers 
can easily move up to a crowded section 
if they feel at all alarmed. The last trains 
stop at 12:30 a.m., so the late late crowd 
will be taxi-ing it anyway. 

Mugging on the subway does not 
seem a crime that will worry Singapore, 
so would-be Guardian Angels or 
Bernard Goetzes are not required. 
Likewise, the first initial-carver or 
spray-can graffiti artist would need a 
ras level of anti-social feeling to de- 

ile one of those spotless surfaces. MRT 





planners hope that a clean, attractive 
environment will inhibit such vandalism 


from the start. Perhaps we should look 
East rather than West for the type 
of underground criminal that might 
emerge in Singapore — such as the chi- 
kan (sexual molester) notorious on the 
Tokyo underground. 


Ei ordinary citizens have been a 
little alarmed by the barrage of 
regulations thrown up by the MRT, to 
judge by letters written to The Straits 
imes. Reader Thomas Kwok said he 
could not see justification for a fine of 
$$2,000 for travelling without a ticket or 
$$5,000 for having a damaged ticket. 
“What happens if someone were to lose 
his ticket or accidentally damage it?” K. 
W. Tong asked if the ban on playing 
radios extended to those with head- 
phones. Patricia Enoch asked the MRT 
to specify what “indecent” clothing 
meant, as it could range from transpa- 
rent clothing to mini-skirts. 
The latter question does not seem to 
have been resolved. However, MRT 





Pubic relations manager Tammy Loh 
as been quick to point out that no pe 
secution of passengers is intended. bh 
advertant ticket loss or damage wou 
be treated sympathetically, and, 
course, Walkman- headsets we 
allowed. “We are doing alk we can 
make our railway a friendly oney’ Lol 
wrote to The Straits Times in reply. 

At the moment, the stations, tunr 
walls and insides of the trains have 
bland, uncovered look. Will they b 
come the setting for the creative ener, 
of the advertising world as in Tokyo at 
Western cities? Will Singapore’s knov 
tendency to prudishness bar the kind 
provocative lingerie ads that raise tl 
spirits of tired businessmen in Londo: 

at kind of a station will develop 
the rejuvenated Bugis Street? Will t 
commuting life give 
boost to the new dow 
market tabloid nev 
paper planned for Sing 
pore next year? 

Buskers, the supp 
cant musicians who ¢ 
light passengers on t 
Paris Metro and ma 
other systems, set 
likely to get short shr 
in Sin res MR 
Hawking, Common a 
touting brings a S$5 
fine. Even if he ris 
that, a busker wot 
have a limited playir 
time: each ticket has 
in-built expiry time in its magnetic stri 

However, as long as the Singap 
reans are happy, the system should n 
see much abuse. Visitors can conte 
themselves with surreptitious scruti 
of the racial diversity of the commuti 
crowd. 

After a “track record” is establish 
by a year or two of the full system be 
operational — that is, by 1992 — S 
gaporeans will be able to vote with th 
money as well as their feet and botto 
on the MRT. The operating compal 
Singapore MRT Ltd, will be listed 
the stock exchange and shares will be: 
fered to the public. At present they: 
held by the government investmi 
corporation, Temasek Holdings, w 
about 20% offered to the two listed t 
companies in Singapore (whose sha 
were boosted when this was 
nounced). When incorporated in / 
gust, Singapore MRT had a paid- 
capital of $$10 million, which would 
increased eventually to full authoris 
capital of S$250 million. 

— Hamish McDon 
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3 Key components of 
writi ent are machined to 
di: sy! accuracy; one one-thousandth 
ofan ed riwa shown inspecting 14 karat 
gold wa peno , E 


The result tok, over 140 years a 


dedicated ctaftsmanship in the art of 
creating fine writing instruments is 
readily apparent in every Cross. 

Our writing instruments meet 
standards of care and precision that 
are usually only reserved for the 


She brands of writing instruments _ 
to select, t efe is only . 
1. Meticu- 

hical 


Ove: Our 14 karat rolled go aid d ball point į pen and mechanical pencil. 
All Cross writing struments are unquestionably guaranteed against mechanical failure, regardless of age. 


























equipment 
—competent for 
precision 


Fast and accurate location of 
faults in power and telecom- 
munications cables is an essen- 
tial precondition for rapid repairs. 
The effects of such cable dam- 
age, which can be catastrophic 
under some circumstances — 
one only has think of important 
metallurgical technological pro- 
cesses having to be shut down, 
or the failure of important tele- 
communications links — high- 
light the need for faults to be re- 
paired as quickly as possible. A 
special branch of electronic test- 
ing technology has grown up in- 
ternationally for this application: 
fault location technology. 


The VEB Robotron-Messelek- 
tronik “Otto Schoen” Dresden 
can look back on a thirty-year 
-tradition in the development and 
production of such equipment. 
These long years of experience 
and intensive contact with cus- 
tomers are the prerequisites for a 
mature range of cable fault loca- 
-tion equipment which meets the 


o requirements of practical opera- 


tion.. ; 


The technical developments in 
the field of fault location range 
from the use of individual electri- 
cal test instruments (bridges) for 
prelocation of cable faults, 
through pulse-echo fault location 
instruments and cable searching 
equipment, to complete cable 
testing vans (fault location vehi- 
cles). These mobile laboratories 
have become internationally ac- 

















cepted, mainly for use W 
power cable networks. 


The VEB Robotron-Messel 
tronik “Otto Schoen” Dresd 
has been supplying such fault 
cation vehicles for the past 
years. and with an annual p 
duction of approximately 2 
vehicles is Europe’s largi 
manufacturer in this field. 


These cable testing vans contain the following equipmentand instrume 


Equipment/instruments 


High-voltage generators 


Pulse-echo fault location equipment 
Inductive and acoustic search equipment 


Safety equipment 


Cable drums 


Emergency power unit 


Use 


è d.c. testing up to 110k 
@ “burning” cable faults 
@ “shocks” for pinpointit 
è Prelocation of cable fa 
e Pinpointing cable fauli 
@ Protection of operator 
and equipment at 
@ high voltages 
® Connecting the cable 
testing van to the mait 
_-earth and test object : 


@ Own power supply 


-Auxiliary test equipment/accessories | 








addition, the cable testing 
ns can be fitted with air-condi- 
ning or special test equipment, 
J. for a.c. testing. 


perience with our customers 
home and abroad has shown 
at the requirement for mini- 
im testing and accurate test 
sults can only be met by ex- 
rienced and well-trained 


a testing van in service 


robotron 


Robotron Export-Import 


Volkseigener AuBenhandelsbetrieb der 
Deutschen Demokratischen Republik 


Allee der Kosmonauten 24, PSF 11, DDR Berlin 1140 


measuring personnel. Accord- 
ingly, the VEB Robotron- Mess- 
elektronik “Otto Schoen” Dres- 
den pays particular attention to 
the introduction and training of 
the specialist staff. This free 
training in the operation of the 
cable testing van is given when 
the vehicle is commissioned, 
either in the GDR or in the im- 
porting country. 





The technical development in 
the field of power cables, i.e. the 
use of more modern and higher- 
capacity cable types, inevitably 
means that cable testing tech- 
nology has to adapt to meet the 
requirements of practical opera- 
tional. For example, the use of 
polyethylene cables (PE cables) 
has led to new testing methods 
and test instruments in fault loca- 
tion technology. 


On the other hand, successes in 
microelectronics have made new 
testing methods possible. For 
example, modern fault location 
equipment with electronic high 
speed memories can even locate 
so-called transient faults with 
ease. The M4005 fault location 
instrument from the VEB Robot- 
ron-Messelektronik“OttoSchoen” 
Dresden is representative of this 
class of equipment. 


The economic potential of the 
Robotron combine and the many 
years of experience in this spe- 
cialist field of electronic testing 
ensure a high technical level of 
the products in the future as well, 
and a dense service network in 
our export markets and experi- 
enced commissioning and cus- 
tomer service engineers provide 
the framework for continuous 
customer contact. 


The 1,800 or so cable testing 
vans in operation in Europe, Af- 
rica and Asia are an expression 
of the performance and reliability 
of robotron products. 
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Measurement compartment of a cable testing van 
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A short video about 
corporate videos. 


FarEastern Economic 


Since it was founded in 
1946, the Far Eastern Eco- 
nomic Review has been 
dedicated to the indepth, 
authoritative analysis of 
the political, economic and 
financial affairs of every 
single country in the Asia/ 
Pacific region. Boasting a 
staff of over 40 full-time 
correspondents and jour- 
nalists located in every 
country in the region, the 
Review is considered to be 
the leading publication on 
Asian affairs in the world 
and deemed essential 
reading for senior execu- 
tives in business, banking, 
government and the pro- 
fessions. 


Over 85% of the Re- 
view’s circulation is on pre- 
paid subscription, and a 
new survey of Review sub- 
scribers has just been com- 
pleted by International Re- 
search Associates (HK) Ltd. 


Review subscribers are 
primarily top management 
individuals who travel fre- 
quently, make key deci- 
sions for their companies 
and wield enormous pur- 
chasing power. 











No matter what your corporate video requirements this 
are, you'll want to avoid things like 





this 





That's why you should call Visnews 


Visnews will make sure your corporate video is outstanding and effective. 

Aside from being the world’s largest television news agency, we are the leader in 
producing successful corporate communications programs. 

The United Nations 40th anniversary and the spectacular six-continent *'Coca-Cola 
| Centennial” and “Live Aid” events are but a few of the programs to our credit. 


Our resources include advanced production and broadcast 
facilities, worldwide camera crews, writers, producers, and £L. 





For a complete copy of 
the Review Subscriber 
Study 1986 please write 
on your company’s letter- 


directors, and global satellite capabilities. head to: 


Let us help you use the power of television to achieve 


your corporate communication goals 
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Branching out 


Your 17 September article on Thai- 
land's disappearing forests accurately 
notes that “the main force behind de- 
forestation is the demand by poor farm- 
ers for cultivable land.” More is being 
done to address this problem, however, 
than your article suggests. 

In 1980 the Thai Government asked 
the United Nations Development Pro- 
gramme (UNDP) and the Food and Ag- 
riculture Organisation (FAO) to help it 
develop a long-term programme that 
would meet the needs of both its land- 
less peasants as well as its forestry re- 
quirements. UNDP and FAO, working 
with the Royal Forestry Department 
(RFD), developed an approach they 
called social forestry. 

Social forestry focuses on people as 
much as trees. This new orientation, 
simple as it seems, had profound conse- 
quences. The first target was the 8,000 
“slash and burn” peasants who had in- 
vaded and almost completely denuded 
4,000 ha of forestland at Nakhon Rat- 
chasima, in northeast Thailand. 

The UN and RFD team conducted a 
year-long survey to find out what the 
settlers wanted and what they had. The 
survey showed „that 40% of the land 
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should be reforested in order to prevent 
the erosion of steep hillsides and the de- 
struction of watersheds as well as to re- 
plenish the national forest but that 60% 
of the land was good for agriculture. 

The farmers, above all, wanted to 
stay on the land and to farm, so a pro- 
gramme was designed to help them set- 
tle permanently rather than slash, burn 
and move on to destroy more forest. 
Villages would be formed, trees 
planted, agriculture improved, roads, 
schools and health centres built and vil- 
lage councils created to make decisions 
in cooperation with the forestry depart- 
ment. 

Before launching the programme, a 
critical issue had to be resolved: who 
owned the land? The farmers insisted 
on land ownership if they were going to 
move into villages, put up permanent 
housing, plant trees that would take 
years to harvest and experiment with 
new crops. But the government would 
not give away national forest land. 

The programme remained at a 
standstill until a compromise was 
reached. Certificates of usufruct, which 
gave the right to use — but not to own 
the land, were granted to 
farmers. Today, more than 1,000 of 
the 1,500 families in Nakhon Ratcha- 








sima have obtained certificates of usuf- 
ruct. 

The certificates were first given to 
settlers willing to move into forestry vil- 
lages. By incorporating they became 
eligible for government services. 


| Schools and health centres were set up 


by the programme, which saw social ser- 
vices as a key component of maintaining 
stable communities. New crops such as 
cotton, soybeans and peanuts, as well as 
bee-keeping and fish ponds, were intro- 
duced to generate income and enrich 
diets. 

Meanwhile, the forestry department 
planted pine, acacia, calliandra and 
paper mulberry trees on the steepest 
slopes. It built firebreaks and estab- 
lished a nursery. Fast-growing eucalyp- 
tus trees were planted in and around the 
forest villages. When villagers saw trees 
10 m high after only two years they 
asked for seedlings. More than 3.5 mil- 
lion seedlings have been distributed and 
planted since the project began. Villag- 
ers who want seedlings obtain them 
free of charge. 

After six years the results are evi- 
dent. Hillsides are covered with young 
forests and villages are tree-filled. Most 
houses are surrounded with fruit trees, 
herbs and gardens. Some have a dozen 
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planted in corn, cassava and cotton. The 
rougher terrain is planted with eucalyp- 
tus and acacia. Driving over the more 
than 70 km of roads built and main- 
tained by the forestry department one 
sees in every direction land in a variety 
of productive uses. 

During this pilot project, RFD policy 
evolved from a tradition of conservation 
and preservation to seeing forests as a 
renewable resource to be managed on a 
sustained annual yield basis. Without 
that change it would have been difficult 
for foresters, who had blamed farmers 
for cutting trees, to work with them ef- 
fectively. 

The RED has its work cut out it if it 1s 
to gain the cooperation of other landless 
peasants in reversing the deforestation 
that continues all over Thailand. To as- 
sist in this effort, the government signed 
an agreement early this year with 
UNDP and FAO to further strengthen 
RFD staff capabilities in social forestry 
and extend the lessons learned at 


Nakhon Ratchasima to other parts of | 


the country. William N. Raiford 
Consultant 
United Nations 

New York Development Programme | 


Jakarta visit 


The item headed Neighbourly concern 
[INTELLIGENCE, 19 Nov.] reported 
that I went to Jakarta to explain the re- 


or more bee-hives. Much of the land is 











cent arrests in Malaysia. Thisis not true. 
I was in Singapore on 28 October and 
left Singapore for Jakarta the following 
morning and it was only then that I 
learned of the arrests through The 
Straits Times (Singapore). 


Kuala Lumpur Ghazali Shafie 


A race apart 


In the article The double-edged sword 
[Review, 19 Nov.], the authors men- 
tion “Malay activists” who point to 
the privileged position of Malaysian 
Chinese compared with those in In- 
donesia and Thailand. 

As for Indonesia, the ethnic Chinese 
— a small minority, about 2% of the 
population — are, indeed, suffering re- 
pression. But most Malaysian Chinese 


would probably be happy to enjoy the | 


status of ethnic Chinese in Thailand. 
Proficiency in the Thai language and 
some accommodation to Thai customs 
bring a status equal to an ethnic Thai. 
The open and tolerant character of That 
society permits ethnic Chinese to join it, 
by intermarriage etc., without giving up 
their inherited religious and cultural 
values; even a “double identity” is pos- 
sible. Within a few generations, com- 
plete integration is the result. 

This process, however, is not feasi- 
ble in Malaysia, where the exclusive na- 
ture of the Malay-Muslim society pre- 
vents any large-scale integration. A de- 
cultured, disgruntled, demoralised, un- 








integrated minority amounting to about 
one-third of Malaysia’s population, 
knowing no other values than wealth 
and money, may prove to be a much 
more serious threat to Malaysia’s politi- 
cal stability than a community adhering 
to binding cultural and moral values, for 
which language and education are the 
most important vehicles. 

Only the acknowledgment of cul- 
tural pluralism by the ruling majority 
may safeguard Malaysia’s political unity 
and stability. 


Canton William Franke 


Betrayal of principal 


Your Tokyo correspondent Charles 
Smith in his article Emperor go home 
[REVIEW, 19 Nov.] seems as bemused as 
the ruling Liberal Democratic Party 
government of Japan over Okinawans’ 
strongly held distrust of government. 

He attributes to the Okinawans in, 
words such as “indifference,” “negative 
response” “persecution complex” at- 
titudes that to those prepared to listen 
to the Okinawans are stances that are 
neither negative nor inexplicable. 

They have a positive regard for their 
peace constitution which denies Japan 
military forces and which excludes nu- 
clear weaponry. This sort of positive at- 
titude is currently setting alight the 
Pacific, much to the chagrin of Wash- 
ington’s arms maniacs. The Okinawans 
witness what they see as a betrayal of 
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principle in a rearmed Japan and, most 
of all, in the vast nuclear and other US 
military bases which rape their islands 
and their land rights. In this cir- 
cumstance, it is not beyond comprehen- 
sion to credit their great and abiding dis- 
respect for their political masters in 
Tokyo and their political masters. 
I have found Okinawans to be fine, 
generous, open-mined and intelligent 





freedom, such as we have in New Zea- 
land, I found a heartfelt response 
through their political leaders to the 
common man. Perhaps Smith should 
have filed from Naha. 


| Wellington Gerald O’Brien 





| French connection 


In Nayan Chanda’s article on US-Japan 
tension and the Toshiba affair, Clouds 
over the rising sun [REVIEW, 5 Nov.], 
wou quote Gerald Curtis, director of the 
East Asia Institute at Columbia Uni- 
versity, as saying: “It is hard for me to 
think that a congressman would smash 
some French machine if that French 
company had sold the machines to the 
Soviet Union.” It appears to be well es- 
tablished that a French company did in 
fact initially sell the machines to the 
Soviet Union (and a Norwegian com- 
pany supplied Moscow with the 
software needed to direct the machine 
tools that milled the silent propeller). 

Canberra Dong Clark 














Tibetans in exile 
The article The shimmering myth of 
Tibetans abroad [REVIEW, 2 Apr.] has 
only recently been brought to my atten- 
tion, but since the errors are so gross, 
and so numerous, I feel a response is 
still justified. 

Nergis Dalal states that some 10,000 


| Tibetans live in the US and Western 
people and in discussion on nuclear | 


Europe. In fact, the real number is less 


than 3,000. Further, for Tibetan re- | 


fugees, it is a matter of national pride to 
live under refugee status rather than to 
take any foreign citizenship. Very few 
Tibetans have accepted citizenship of 
any host nation, and even fewer have 
married foreigners. 

Dalal states that the Tibetan lan- 
guage has been so Sinocised that Tibet- 
ans in exile cannot understand the na- 
tive language. This is ridiculous. Mod- 
ern Tibetan has taken some loan words 
from Chinese, as Japanese, French, 
Hindi, and even Chinese have from 
English, but there is definitely no diffi- 
culty in communication between Tibet- 


Chinese policy of systematically exclud- 
ing the Tibetan language and culture 
from elementary and middle-school 
curricula, and forcing young Tibetans to 
adopt the Chinese language, culture, 
and values. 

The largest monasteries outside 
Tibet are Sera, Drepung and Gaden, re- 
established in southern India with more 


























| ans. I grant that there is the disturbing | 


than 1,000 monks each. The community 
in Dharamsala, with its six monasteries, 
is relatively small. 

The educational system for young 
Tibetans in exile has been very success- 
ful in its efforts to provide cultural, re- 
ligious, and linguistic training, and in 
these areas, the Tibetans in exile have 
much better than the Chinese in Tibet. 
Although English is the language of in- 
struction, in acknowledgment of mod- 
ern realities, Tibetan studies and 
Buddhism are taught throughout the 
students’ programmes. These subjects 
are well received and give the Tibetans a 
sense of ethnic identity and pride. 

It must be pointed out that Tibetan 
Buddhism, while allowing for the exist- 
ence of various angels, demons, and 
deities, is pre-eminently rational in ap- 
proach. Its educational system relies on 
critical inquiry through formal debate, 
extensive philosophical training and so 
forth. The success of Tibetans in keep- 
ing their traditions while adapting to 
modern realities proves that it is defin- 
itely not incompatible with modern life. 
Massachusetts Robert A. F. Thurman 


Prejudged missions 


In several stories on the arrests of the 
Marxist group [REVIEW, 22 Oct.] you 
had published a list of “allegations” of 
coercion and ill-treatment of detainees. 
Although I had set out, at some length, 
the government's response to these alle- 
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offering to the sungod Ra, 
to receive in return, the 
gift of life. 
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ICJ and others chose to ignore 

_ the fact that the 22 persons conspired to 
subvert and destabilise the country to 
establish a Marxist state. To allege that 
the Singapore Government had refused 
to present “any evidence of a Marxist 
conspiracy” is absurd when the govern- 

_ment had publicised seized documents 
and given facts supported by statements | 
‘made by the persons involved which 
have not been controverted. 

They‘chose to disbelieve these state- 
‘ments, because’ as, Amnesty Interna- 
tional (Al) alleged, the detainees had 
been subjected to “severely cruel; de- 

ading and inhuman treatment.” This 
is nonsense. No-detainee has said any- 

_ thing which was untrue or which has 
been disowned by them; and the gov- 
ernment makes no apology for the ef- 
fectiveness of the Internal Security. De- 
partment’s methods of interrogation in 
uncovering the truth without ‘torture. 
Whether torture has taken 
objective fact that can be decided by the 

; Several: freed detainees have 

' Stated that they were well 

. The fact that no detainees have 
complained of, or sought lega! 

for, torture or coercion was ignored by- 

“Amnesty. Furthermore; none has either 
personally or through their lawyers de- 
nied the truth of the stateme 














The two reports by the ICJ et al and 
AI were purportedly “the result of two 
re.” The fact, how- 
ever, is that the ICJ, Al and the AHRC 
had already pre-judged the issue. Well 
before sending their “fact-finding” mis- 
sions to Singapore, they had issued their 
“verdicts,” The AI, for example, in its 
29 May press statement, announced 
that the arrested individuals might have 
been detained solely for the non-violent 
expression of their conscientiously held 


missions to Singa 


In response to a letter from AI which 
tried to deny the fact, the Ministry of 
Home Affairs said in a letter of 25 Au- 
gust that AI had prejudged the issue 
well before sending a delegation to in- 

; Aslong as AI takes 





vestigate and that 





oT condemn first and only 
ereafter purport to. seek ascertain- 
ment of the facts, we cannot give its 
views serious consideration.” AI did not 
reply to this letter. Chin Fook Leong 

Press Secretary to the 
Minister for Home Affairs 


-Singapore — 

The underlying deep division within the 
United Malays National Organisation 
‘ (Umno) is going to heighten racial poli- 
tics ine Malaysia [The cee 
sword, 19 Nov.]. Both factions within 
Umno will stir up Malay chauvinism as 








“| Malays. 

~ The. rift within Umno continues 
to. undercut Datuk Seri: Mahathir 
Mohamad’s position of strength and 
leadership, which has for some time 
been marked by a series of banking, fi- 
nancial and conflict of interest scandals. 

Furthermore, it was during the Na- 
tional Front’s campaign at the 1986 
general elections when Mahathir as- 
sured. the people that the government 
would revoke §21(2) of the Education 
Act empowering the minister of educa- 
tion to convert national-type Chinese 
and. Tamil schools into national 
schools. Education Minister Anwar Ib- 
rahim is also on record as agreeing to 
this revocation. However, this promise 
has never been fulfilled. 

The tensions were whipped up by po- 
litical parties and political leaders look- 
ing to their own: spheres. of interest. 
However, the dragnet of the. Internal 
Security. Act (ISA) has roped in such a 
wide. spectrum of people that it remains 
another classic example of what the exe- 
cutive can do when it is threatened — 
rationalising the use of the ISA by 
claiming a security threat. These antics 
seem to go well in a society where a 
greater value is placed on stability than 
the misdemeanours of those in power. 
But, the question remains: for how 
long, if the underlying issues are not re- 
| solved? i 
“Petaling Jaya K. H. Nair 


Higher appreciation 
In*Hamish McDonald's article, Singa- 
pore seeks to set itself apart [REVIEW, 
26 Nov.], he reported that: “The Singa- 
pore dollar was still 10-20% above its 
1970 level against a basket of major 
trading-partner currencies. Even when 
deflated by unit labour costs, the cur- 
rency remained above its 1980 level.” 
This must be.a typographical error. 
The “10-20%” appreciation. of the 
Singapore dollar against a basket of 
major trading-partner currencies in fact 
occurred against its 1980 level, not 1970 
as cited in the article. Its appreciation 
since 1970. has been much higher, at 
roughly 40% by September 1987. 








they woo support as champions of the 













I am not in the habit of writing letters to 
magazines but People’s Action Party 
(PAP) stalwart Lee Hsien Loong’s com 
ments made in a speech at a conference. 

held by the Internati Herald 
Tribune newspaper an 
Hamish McDonald's article i 
their stuff [REVIEW, 26 Nov 






: Lee is reported to have remarked 
that “our approach [to critics] is, let us 
absorb you and have the benefit of your 
ideals and your ideas, to work within the 
[PAP] and the nation.” At first glance, 
this statement appears harmless 
enough, but what concerned me ; 
had read it again is that Lee 
to be implying here that to work 
the PAP (as a member of an o 
arty, for example) is to work “ou 
ingapore -— and. therefore com 
dangerously close to further imply g 
that in order to work for the benefit of 
Singapore one must work for the benefit 
ofthe PAP, on 


















‘framework of a parliamentary demo- : 


“roneously equating the PAP with Singa~. 








Put into more 
last. implication says tha you ar 
working against the PAP, ti ou ar 
working against the nation. But to work: | 
against your nation is. to commit 
treason; whereas to work within the 


cracy against a political party is not 
treason but — parliamentary demo- © 
cracy! 
In my opinion, Lee is confusing the - 
PAP, a political party, with Singapore, 
the nation. He is working into his state- 
ment the assumption that the PAE 
Singapore — in which case my concern is. 
well-justified because the confusing of 
party with nation, if left unchecked, 
could conceivably become so ingraine 
as to result in good citizens bei 
thrown into gaol (under the legal but 
illegitimate cover of some sort of int 
nal security act, for instance) ostensibly 
for attempting 1 ert the nation 
when in fact they were working within 
constitutional limits against a ruling 


arty z a 
= Toavoid the impression that he is er- 


pore, and to avoid the national tragedy 
-— frightening to contemplate — that: 
could possibly be the consequence of - 
this equation, perhaps Lee should in the 
future be particularly careful to indicate 
whether or not he understands that the 
democratic nation always has to be the - 
raison d’être of a party, can never be the 
same as a party — and most impor- 
tantly, if democracy is to survive in 
Singapore, a party must never, ever be | 
the raison d’étre of the nation. 

Singapore ‘Wolfman’ 





Pseudonyms are accepted; bia letiers in- 
tended for publication in these columns must 
bear the writer's signature and address. 
































































































When a wide variety of missions demand a plane 
with multiple capabilities, governments all over the world 
turn to the C-130 Hercules aircraft. 

With a cargo capacity of 43,000 pounds, the Herc can 
airlift anything from trucks to tanks and set them down 
safely on most any type of terrain. As a tanker, it typically 
has a 56,000-pound capacity and the ability to refuel at 
jet speed—or at the lower speed of a helicopter. With its 
18-hour flying capability, it can handle long endurance 
surveillance, reconnaissance, weather tracking and 


search and rescue missions. 

Years of rugged service have proven its reliability. 
Hercules performs under the most adverse weather 
conditions, and it’s ready to take on any runway, from 
sand and gravel to snow and ice. 

Despite its versatility, dependability and outstand- 
ing performance, the C-130 Hercules is surprisingly 
cost efficient. That's why it's used by more than 
55 nations worldwide, for every type of airlift 
mission imaginable. l 




















ngolia has begun to expand its economic and dipio- 
matic contacts with the outside world, but its strategic 
geographical position between China and the Soviet Union 


forces it to deal with its closest neighbours first. Politically | 


į || and economically, Ulan Bator remains committed to Mos- 
| cow, though there has been a warming in traditionally poor 
relations with Peking paralleling improved Sino-Soviet ties. 
Review contributor Alan Sanders examines the influence in 
Mongolia of Soviet leader Mikhail Gorbachov’s drive for 
glasn t (openness) — revealed in the controlled debate on 


| i assessment of the many problems facing the economy. 
E Cover photography bys SIPA-Press/Josiane Cauquelin. 


‘ “Page 14 

| Singapore proposes constitutional 
: changes which will modify its present 
| parliamentary system and introduce 
1 three-member constituencies to en- 


| sure continued multi-racial represen- 


|: The. Malaysian Government toughens 
| its*already stringent controls over a 

. docile press, while also introducing 
new rules for public meetings. 


Page23 
: Vietnam withdraws 20,000 troops 
| from Cambodia, but the West calls it 
| yet another rotation of forces. 








Thais celebrate their king’s 60th birth- 


day and speculate about succession 
x as the crown prince takes on a higher 
~ profile. Meanwhile, parliament wea- 
» thers a stormy session, with some 
< MPs demanding a cabinet reshuffle. 


Page 28 ost 

= Bangladesh President Ershad im- 
poses emergency rule, but leaves the 
door open for negotiations with the 
opposition. 

Page 56 

» Campaigning intensifies in. South 
.. Korea’s presidential election with Kim 
Young Sam appearing to have an 
~ early lead over his key opponents. 
Page 58 

= Queensland premier Bjelke-Petersen 
s forced out as leader of the National 
arty, giving Australian conservative 
actions an opportunity to mend 


| 





Page 70 

South Korea’s. powerful family-con- 
trolled business groups face mount- 
ing political aa eaagiel and inter- 
necine strife. 


Page 72 Be 
The EC unveils proposals for 
strengthening protection of intellec- 


tual-property rights and liberalising 
world tradein services. 


Page 74 , i 
Indonesia, an Opec member, could be 
forced to import oil within the decade 
because of a depletion of reserves. 
Page 83 

Pakistan is to sell a 10%. stake in the 
state-owned national airline. 


Page 86 
A cheap, South Korean—made hepa- 
titis B vaccine may provide the 


breakthrough needed in Southeast | 


Asia’s battle against the disease. 


Page 90 

China’s trade with Taiwan is growing 
rapidly as political hostilities ease and 
the weak renminbi makes ieee 
goods competitive. 


Page 100 


Multiple applications and allocations | 


in Hongkong share floats raise ques- 
tions of ethics. 

Page 102 

New Zealand entrepreneur Bruce 
Judge’s crumbling empire incurs the 
wrath of regulatory authorities. 
Page104. 

Sri Lanka’s decision to print new 


| money to finance a growing budget 


deficit threatens to increase inflation. 


Page ` 104 | 
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South Korean investigators be- 
lieve a bomb destroyed a Ko- 
rean Air (KAL) jetliner which 


crashed in jungle on the 
Thai-Burmese border on 29 
November, apparently killing 
all 115 people aboard. Evi- 
dence of sabotage grew when a 
man carrying a forged Japan- 
ese passport committed suicide 
after he was detained in Bah- 
rain. He and his female com- 

nion, who also took poison, 

ad flown there after leaving 
the KAL flight in Dubai, its last 
stop. 

Investigators had earlier 
raised the possibility of sabo- 
tage because the crew had no 
time to report an emergency. 

Suspicion in Seoul centres on 
| either a North Korean-di- 
rected conspiracy or the Japan- 
ese Red Army. A known Ja- 
panese terrorist recently de- 
tained in Japan was found to be 
carrying an air ticket to Seoul. 


John McBeth 


Taiwan announces 

new press rules 

Taiwan's Government Infor- 
mation Office announced on 1 
December that a 36-year ban 
on new newspaper registration 
will be lifted on 1 January. 
Lede pega also would be al- 
lowed to double the number of 
pages from the current maxi- 
mum of 12. The impact of the 
new press rules, which had 
been expected, will be to in- 
crease competition and thus 
widen the bounds of journalis- 
tic licence for the island's news- 
papers. — Carl Goldstein 


bill tobe revised ` 


Hastily filed legislation 
REVIEW, 3 Dec.) to exclude 
e Malaysian state of Sabah 
_ from claimed Philippine terri- 
tory has expired on the floor of 


the Philippine Co) and 
will have to be sei Forel 

Secretary Raul Man told 
the REVIEW on 27 November 
the draft legislation was 
“dead,” despite President 
Corazon Aquino having made 
it an urgent priority, after it ran 
into local itical criticism. 
But Manglapus added that re- 
nunciation of the Sabah claim, 
one of Southeast Asia’s last lin- 
gering territorial disputes, was 
i i ity for the gov- 
= — James Clad 
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A meeting between Chinese 
leader Deng Xiaoping and 
Soviet leader Mikhail Gor- 
bachov may take place early 
next year, East European 
sources in Peking said. Deng 
renewed his 1986 offer to 
meet with Gorbachov on So- 
viet soil after a withdrawal of 
Vietnamese troops from Cam- 
bodia when he met visiting Ja- 
pan Socialist Party ir- 
woman Takako Doi in mid- 
November. Gorbachov, in a 
meeting with Zambian Presi- 
dent Kenneth Kaunda, re- 
sponded: “We have said more 


than once that such a meetin 
also accords with our wish an 
that it could be held in Mos- 
cow, Peking or any other con- 
venient place.” 

Gorbachov noted Peking’s 
insistence that certain obsta- 
cles must be removed before 
such a meeting could take 


lace, a Tass report on 29 
ovember said. The Chinese 
media’s reporting of Gor- 


bachov’s remarks the followin: 

day Pe China may be will- 
ing to be more flexible on pre- 
conditions for a meeting, dip- 
lomats said. Robert Delfs 


US Special Forces for 
Papua New Guinea 
Following an agreement 
reached in November, the US 
and Papua New Guinea (PNG) 
will soon begin their first for- 
mal defence cooperation pe 
ject. About 20 soldiers from 
the US Special Forces will 
spend three weeks in PNG in 
early 1988 training with PNG 
troops near Wewak, while an 
American non-commissioned 
officer will be assigned for a 
ea with headquarters near 
‘ort Moresby. Australian De- 
fence Minister Kim Beazley 


has welcomed the project. 
— Hamish 





McDonald | sets of P6.3 billion (US$300 


Jakarta sees debt 
20% 
Indonesia’s debt payments will 
rise 20% to about US$6 billion 
in fiscal 1988-89 (beginning on 
1 April) — some US$1 billion 
more than in the current year, 
according to Finance Minister 
Radius Prawiro. Foreign debt 
stood at US$34.635 billion at 
end-June. Of this, US$17.986 
billion carried interest rates of 
0-3.5% annually, with maturi- 
ties of 20-50 years and grace 
periods of five to 10 years. 
mi-conventional debts with 
interest rates of 12% over 10- 
17 years total US$9.671 billion. 
The rest were commercial loans. 
Indonesia has just signed a 
US$350 million loan which, 
banking sources say, will be 
used to make pre-payments 
on outstanding loans. 
— Vatikiotis 


Thai parliament acts on 
copyright 


The Thai Government has suc- 
ceeded in getting the first read- 
ing of a highly politicised 
copyright law amendment 
through the House of Repre- 
sentatives. The first reading of 
the bill, which still threatens 
the ruling coalition of Prime 
Minister Prem. Tinsulanond 
when parliament reconvenes in 
April, should temporarily 
stave off US threats to remove 
concessions accorded to Thai 

Handley 


exports. 


South Korean 

to increase by a 

South Korean exports will hit 
nearly US$46 billion this year, 
up almost a third from 1986, 
said Minister of Trade and In- 
dustry Rha Woong Bae. Ex- 
ports had first been estimated 
at US$39 billion, but the con- 
tinued “three lows” — oil 
prices, interest rates and a cur- 
rency pegged to the US dollar 
— will allow exports to surge. 
Some 40% of exports went to 
the US during the first 10 
months. Clifford 


Bank of Nova Scotia 

buys into Manila bank 
Canada’s Bank of Nova Scotia 
(BNS) has a 40% of a 
medium-sized Philippine com- 
mercial bank, Consolidated 
Bank and Trust Co. (Solid- 
bank), by converting US$17 
million in Philippine debt into 
equity. Solidbank reported as- 


= 


million) as at September. BNS 
becomes the third foreign bank 
to secure equity in local banks 
under the Philippine Govern- 
ment’s programme to capitalise 
part of its vin debt, follow- 
ing 40% purchases by Ameri- 
can Express International 
Bank and First National Bank 
of Boston into International 
Corporate Bank and Commer- 
cial Bank of Manila, respec- 

Galang 


tively. — Jose 
Cable & Wireless wins 
licence in Japan 


Japan’s Posts and Telecom- 
munications Ministry has 
licensed two groups to set up 
international telephone ser- 
vices in competition with the - 
present monopoly, Interna- 
tional Telegraph and Tele- 
hone. One is International 
igital Communications which 
includes Cable & Wireless of 
Britain and the Japanese trad- 
ing house C. Itoh. Earlier this 
year, Britain threatened trade 
reprisals if Japan’s telecoms 
market was. not opened up. 
The other firm is International 
Telecommunications Japan. 
Both A a to begin operations 
in 1989. — Nigel Holloway 


hits rice 
crop in Indonesia 
The worst drought in five years 
has resulted in the destruction 
of 343,000 ha of rice paddy in 
Indonesia and has severely dis- 
rupted the country’s rice pro- 
gramme. According to Na- 
tional Logistics chief Bustanil 
Arifin, this year’s output 
owth may fall short of the 
.3% needed to e ace with 
population growth. Minister of 
Agriculture Achmad Affandi 
said, meanwhile, that In- 
donesia’s current rice stock of 
2 million tonnes would last 
through the next harvest. 
Michael V; 


Thai economy to grow 
again in coming year 

Thai economists have painted a 
fairly rosy picture of the coun- 
try’s economy next year, with 
major financial institutions 
forecasting growth of 6.3-7.2% 
— taking into account the ef- 
fects of a possible US reces- 
sion. The independent Thai- 
land Development Research 
Institute foresees only 5.9% 
growth, following its estimate 
of 6.1% for the current year. 
The Bank of Thailand (the 
central bank) is forecast- 


ing 6% ern (vs an esti- 
mated 6.6% this year). 
s — Paul Handley 





HUMAN RIGHTS 

The government of Philippine 

President Corazon Aquino is bracing 

itself for two stinging forthcoming 

criticisms of its human-rights record. 

Amnesty International and the US 

Lawyers Committee for Human 

Rights will release reports in early 

1988 which will charge that human 
rights have steadily deteriorated in 
the Philippines over the past year. 
The reports will be a serious blow to 
the Aquino administration's image 
and could dampen enthusiasm for a 
US$5 billion five-year Marshall 
Plan-type aid package recently 
suggested ye bipartisan group of US 
legislators. Meanwhile, in mid- 
December a coalition of Philippine 

- human-rights organisations plans to 
submit to the UN a detailed dossier of 
human-rights shortcomings of 
Aquino’s government connected 
with the military counter-insurgency 
in the countryside. 


ZOMI LIBERATION 


A new insurgent group, the Zomi 
Liberation Front, has been formed in 
Burma’s Chin state. The Chins, or 
the Zomis as they call themselves, 
have been the oniy large minority 
upin Burma which has not formed 
its own rebel army. The group was 
founded on 20 June. Inspired by the 
1986 accord between the Indian 
Government and Laldenga — the 
underground leader of the Mizos, 
who are closely related to the Chins 
— which led to the setting up of 
Mizoram state, the Chins decided to 





organise, believing that a similar deal 
tena be made with Rangoon in the 
ture. 


GENERAL SUPPORT 

Taipei will soon 
announce the 
reappointment of 
Taiwan’s military 
chief of staff, 
Gen. Hau Pei- 
tsun, 68, who has 
already served in 
the post for six 
years, far longer 
than all but one of 
his predecessors. 
Intense speculation has surrounded 
Hau’s tenure and the implication for 
pee future pens trot! ne 
military, particularly after ailing 
President Chiang Ching-kuo, 77, 
passes from the scene. Hau, who sits 
on the ruling Kuomintang’s central 
standing committee, has generally 
supported Chiang’s political reform 
programme, unlike some other 
influential military figures. His 
continuity in office would add support 
to recent reforms and help keep up 
the flow of arms and technology from 
the US. 


PRINCE’S ENVOY 


Cambodia’s Foreign Minister, Kong 
Korm, will soon be replaced by Hor 
Nam Hong, now Cambodia’s 
ambassador to Moscow and a former 
envoy of Prince Norodom Sihanouk 
in Paris. Hosp played a key role 

in arranging the meeting in Paris 


on 2 December between Sihanouk, 
leader of the Cambodian resistance, 

and Prime Minister Hun Sen of the 
Vietnamese-backed Phnom Penh 
government. Hong accompanied 

Hun Sen to the Paris talks. Kong in 
Korm has been foreign minister since | 
December 1986. | 


REBUILDING TIES J 
Nguyen Minh Phuong, a Vietnamese | 
diplomat who had beena > | 
representative of the South Vietnam | 
National Liberation Front in ji 


4 
j 
signal to China that it is keen to E e 
rebuild strained relations. Phuong i 
had enjoyed warm relations with the 
Chinese in the late 1960s, but has y 
spent most of the time since looking f 
after Latin America, including - a 
serving as ambassador to Cuba. i 
i 

} 


KINDRED KIND 

Caught in the midst of political 
liberalisation itself, Taiwan is paying 
extraordinary attention to the 1 
December presidential election in 


South Korea. Apart from all major 
special 


newspapers dispatching 

coverage teams to Seoul, the 

opposition Democratic Progressive 
Party is preparing to send a group of 

its own legislators to witnessthe 
electoral process. It will be headed by | 
Kang Ning-hsiang, a leading figurein | 
the party’s central standing 

committee. 


AFGHANISTAN 
An pues rocked Kabul in an appa- 
rent rebel attack as n leader Najibul- 


lah addressed a national assembly meeting in 
the capital (29 Nov.). 


AUSTRALIA 
Prime Minister Bob Hawke arrived in 
Moscow on an official visit (7 Dec.). 


BANGLADESH 

Student demonstrators attacked a minis- 
ter after his car had ploughed into their ban- 
ned pon march in Dhaka, witnesses said 
(26 Nov.). President H. M. Ershad declared 
a state of emergency in the country and ban- 
ned all anti-government strikes and protests 
(27 Nov.). 


BURMA 

A Korean Air Boeing 707 with 115 people 
aboard crashed near the Thai-Burmese bor- 
der (29 Nov.). 


CAMBODIA 
An estimated 20,000 Vietnamese troops 
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pulled out of Cambodia as part of the annual 
troop withdrawal (26 Nov.). 


CHINA ; 

ees chief fo staff Gen. eee Dezhi 
ste down and was replaced by a younger 
officer (27 Nov.). The first piece of land auc- 
tioned publicly in China sold for Rmb 5.25 mil- 
lion (US$1.4 million), it was reported (/ Dec.). 


MALAYSIA _ 

Police announced that 15 more people ar- 
rested in the security crackdown had been re- 
leased (30 Nov.). 


NEPAL 

Police arrested 135 students in Bharatpur, 
who were there to hold their annual district- 
level conference, students said (30 Nov.). 


PAKISTAN 

A bomb exploded at a central market in 
Peshawar injuring at least 20 opie (28 
Nov.). Widespread gun battles left 14 people 
dead and many wounded during local council 
elections, it was reported (7. Dec.). i 
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Abo A0 people killed when Ty- 
ut were when F 
picos Nina swept through the country and — f 
of calamity for the affected areas (26 Nov.). | 


Lieut-Col Be , a renegade of- — 
ficer who led the capture of an army camp 
rieg the 28 A coup attempt, surren- 
dered (27 Nov.). death toll from the ty- 


phoon rose to 513, it was reported (28 Nov.). 
A bomb exploded at the Manila venue for 
the Asean summit (30 Nov.). 


SOUTH KOREA : 
Government presidential candidate Roh — 
Tae Woo’scampaign rally in Kwangju wascut _ 

short by protesters who overwhelmed his 
porters and burned campaign posters (29 Nov. ). 


SRI LANKA 
Nine Tamils died and four were injured in 

the east in the first ae her Indian 
ace-keeping troops since the end of acease- 

fire, it was reported (25 Nov.). Six Tamil 

guerillas and four Indian soldiers were ki 

in battles in Jaffna (26 Nov.). ; 
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Group constituencies to guarantee minority MPs 


PAP’s teamwork 


By Michael Malik 


4 Singapor Government on 30 
November tabled two bills which 
will allow the introduction of three-man 
group parliamentary constituencies, 
which will also include provision for a 
minimum number of MPs from minority 
races, in the country’s first significant 
deviation from the Westminster form of 
democracy. 

It is, in fact, the most significant 
change since the abolition of the jury 
system in 1969 in the constitution in- 
herited from Britain on independence. 

The idea of “team MPs,” as they 
have been dubbed, has been debated 
since it was first floated last January, but 
the tabling of the actual bills came as a 
surprise to most observers who believe 
there has been considerable debate in 
the cabinet as to the benefits and 
possible dangers of changing the 
classic “one man, one vote” system. 

When it was first mooted, it was 
suggested that three constituencies 
would form one administrative 
area at a local level and the three 
elected MPs would also act as local 
government councillors. The 
rationale for having the winning 
team of three — all from one party 
— as a local authority was that this 
would ensure unity and no divi- 
siveness. 

But in tabling the two bills — 
one to give the president of the re- 
public the power to form the so- 
called Group Representation Con- 
stituencies (GRCs), and one to 
amend the constitution to require 
minority-race representation 
among the three candidates — 
First Deputy Prime Minister Goh 
Chok Tong said that the idea of local 
town councils had been separated from 
the parliamentary machinery and they 
would be set up by later legislation. 

Goh said emphatically that the moti- 
vation for the new legislation was to en- 
sure continued parliamentary represen- 
tation of ays and other racial 
minorities. “This will institutionalise 
the practice of multi-racial politics in 
Singapore, a necessary condition for po- 
litical stability in a multi-racial Singa- 
pore,” Goh said in a written statement. 

Responding to earlier criticism that 
the scheme was intended to give the rul- 
ing People’s Action Party (PAP) — 
which at the moment holds 77 of parlia- 
ment’s 79 seats — an advantage over op- 

ition parties which might find it dif- 

cult to win three constituencies at 
once, Goh said that for this very reason, 
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no more than 39 of the 79 — just short of 
half — constituencies would be linked 
up. The rest would remain single- 
member areas and candidates of all 
races could contest them. 

The new legislation does not spell 
out which constituencies will be joined 
up, nor does it actually say that it will be 
introduced at the next general election, 
though most observers believe this is 
now inevitable. Although constitution- 
ally the government does not have to 
call an election until the end of 1989, itis 
generally expected it will stick to its 
usual pattern and call it one year in ad- 
vance, that is towards the end of 1988. 

In his statement, Goh said that there 
would be between 10 and 13 “super” 
constituencies created, with between 30 





and 39 MPs between them. Electors 
would cast one vote for an entire slate of 
three candidates against other slates 
and that receiving the largest total 
would win all three seats. The number 
of Malay or other minority candidates 
would be determined by their distribu- 
tion in the population of the consti- 
tuency. If there were 10 GRCs created, 
seven of them would have to have one 
Malay candidate each, while the other 
three would have at least one candidate 
from another minority race. 


o ensure that the “minority race” 

candidates were genuine represen- 
tatives of their racial community — in 
other words to establish their racial 
bona fides — two committees would be 
pide to vet them and only candidates 
certified would be recognised as 


representing those communities. 

The idea that the new system might 
be needed to guarantee that minority 
races maintained their representation 
was given credence by some observers. 
Given the racial polarisation going on in 
the region, one diplomat said that it was 
not unreasonable to speculate that at 
some time in the future Malay candi- 
dates might be rejected by Chinese vot- 
ers without consideration of their party, 
and therefore the idea of giving them a 
party “coat tail” might be necessary. ` 

This was totally rejected by J. B. 
Jeyaretnam, secretary-general of the 
opposition Workers’ Party (WP) — at 
one time the lone non-PAP member of 
parliament, who lost his seat in 1986 
when he was fined $$5,000 for giving 
false evidence amounting to per- 
jury. The fine disqualified him 
from parliament. 

In a statement issued on 1 De- 
cember, Jeyaretnam said that the 
explanation that GRCs were 
necessary to protect minority rep- 
resentation did not bear examina- 
tion, and said the PAP’s purpose 
was “starkly dishonest.” There — 
was no problem over racial rep- 
resentation, he said, except in the 
minds of the PAP. In fact, in the 
last election in 1984, all the PAP’s 
minority-race candidates had won, 
while the only two who were de- 
feated were Chinese, and one of 
these was defeated by a candidate 
from a minority — Jeyaretnam 
himself. 

Jeyaretnam alleged that the 
PAP was not sincerely interested 
in multi-racial representation “but 
[is] aniy nes in ways and means to 
secure PAP domination in parliament.” 

The suspicion that “team MPs” was a 
protective measure was voiced as soon 
as the idea first emerged. It is based 
mainly on the fact that the PAP’s popu- 
lar support has gradually been eroded at 
the polls. In the 1980 election, it won all 
parliamentary seats and took 75.55% of 
votes cast, though Jeyaretnam came 
within a thousand votes of victory. In 
October 1981, Jeyaretnam won a by- 
election in the Anson constituency, tak- 
ing 52% of the vote. He reinforced this 
at the next general election in 1984, 
which saw the entry into parliament of a 
second opposition member, Chiam See 
Tong, of the Singapore Democratic 
Party (SDP). In this election, the PAP 
took only 62% of votes cast. 

If this sort of trend were to continue, 
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the opposition vi a well reach a point 
where, under the first-past-the-post sys- 
tem, it might start to win significant 
numbers of seats. It was, in fact, just 
after this poll that Prime Minister Lee 
Kuan Yew first mentioned the possible 
need to re-think the electoral system. 
Critics suggest that with GRCs the 
PAP will be able to aid candidates in 
threatened constituencies by grouping 
them with those with safer majorities. It 
also will put a strain on opposition par- 
ties, traditionally weak in their ability to 
attract well-qualified candidates. For 


years Jeyaretnam, and to a lesser extent |) 


Chiam, have been battling doggedly 
against what appeared the impossible 
task of breaching the PAP bastion. 


B ut with more and more younger vot- 
ers becoming eligible at each pro- 
gressive poll — young people with less 
. historical respect for the ruling party — 
opposition votes have become more 
plentiful, but talent in the parties is still 
very thin. For either the WP or SDP to 
field three respected candidates in 13 
constituencies would be difficult. 

The provision, as outlined by Goh, 
requires that the groups of candidates 
belong to one party or that indepen- 
dents stand in one group. This appears 
to rule out the idea of the WP and SDP 
putting up a combined slate, and may 
well lead the opposition parties towards 
closer cooperation or even merger so as 
not to fragment the anti-PAP vote. 

Of course, great interest now centres 
on which constituencies are to be con- 
solidated. The Straits Times reports 
that, at a press briefing, Goh suggested 
that the constituencies most likely to be 
absorbed into GRCs were the ones at 
present having Malay MPs — and 
hence, he said, the largest proportion of 
minority voters. The logic of this is not 
immediately clear, since these MPs are 
presumably the ones most able to win 
on their own in a single-man vote. There 
are at present seven Malay MPs. 

If part of the motivation of the move 
is to prevent the WP from scoring a third 
election victory at Anson, the arrange- 
ment of the boundaries will be abso- 
lutely vital and revealing. Anson itself, 
a working-class area near the docks, 
abuts Telok Blangah, a constituency 
which Jeyaretnam nursed for several 
years and was the scene of his near-vic- 
tory in 1980. 

Should these two constituencies be 
grouped together, the possibility of the 
WP winning a GRC might not be as im- 
possible as some have supposed, even 
though Jeyaretnam himself is barred 
from standing until 1991. Butif Anson is 
regrouped with two more solid PAP 
areas, the WP may well fail in its bid to 
regain a place in the house. 

Jeyaretnam has challenged the gov- 
ernment to allow the WP to hold a pub- 
lic rally to discuss the proposals at which 
it would invite PAP beaters to explain 
the need for them. oO 
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Taming the tame 


New press rules reinforce grip on a docile press 


By Suhaini Aznam in Kuala Lumpur 


Miiieysi's already docile press is 
about to be further restricted by 
stringent amendments to the Printing 
Presses and Publications Act, 1984. 
Even before the new regulations, politi- 
cal ownership of major newspapers had 
already induced them to practise self- 
censorship and journalists had grown 
accustomed to paying great attention to 
a sensitive government. 

The amendments should have come 
as no surprise in the government’s pre- 
sent mood to silence dissent. A senior 
cabinet minister had indicated weeks 
ago that a tightening of press laws was 
almost inevitable in light of the arrest 
and detention of 106 people under the 
Internal Security Act (ISA) on 27 Oc- 
tober and the closure of three news- 
papers on 28 October. Twenty-six of the 
detainees were recently released in two 
batches but the English-language daily 
The Star, the Chinese-language daily 
Sin Chew Jit Poh and the Bahasa Malay- 
sia biweekly Watan have not had their 
publishing licences reinstated. 

With 10 of the more vocal opposition 
Democratic Action Party (DAP) MPs 
in detention, together with a few other 
proponents of press freedom, opposi- 
tion to the bill has been slim. On 24 
November, DAP acting secretary-gen- 
eral Lee Lam Thye described the bill as 
“most obnoxious and draconian.” If 
passed, he added, it “will turn all publi- 
cations and newspapers . . . into mere 
government gazettes.” 

All Malaysian newspapers and publi- 
cations — and through an old mutual 
agreement those printed in Singapore as 
well — require an annual publishing li- 





cence from the government. Under the 
poea law, the licence, known locally 

y the abbreviation KDN, is renewable 
every end of year and favoured publica- 
tions are sometimes informed of their li- 
cence renewals as eaftly as October. 
Conversely, publications which have 
fallen out of government favour, have 
been kept dangling on tenterhooks until 
31 December. 

But the amendments now require 
that fresh applications be made each 
year — removing the psychological as- 
sumption that having once had a li- 
cence, one had a right to expect its re- 
newal. Should an application be re- 
jected or an existing one revoked, as in 
the case of three recent cases, they will 
not be given a hearing at the administra- 
tive level, and further, the home minis- 
ter’s decision “shall be final and shall 
not be called in question by any court on 
any ground whatsoever.” 

Thus, the home minister's discretion- 
ary powers are enhanced, while the 
avenues for judicial review closed. The 
Home Ministry portfolio is held by 
Prime Minister Datuk Seri Mahathir 
Mohamad. Bar Council president 
Param Cumaraswamy commented that 
the removal of the right to be heard 
means a removal of one of the very basic 
rules of natural justice. 

The government's relationship with 
the press has not been a happy one. It 
has lost twice in the past two years in 
cases involving printing licences. In 
September 1986, the Home Ministry 
used the existing press laws to ban the 
distribution of the Hongkong-based 
Asian Wall Street Journal here and ex- 
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pelled its two resident correspondents 
under the Immigration Act — without 
pivin the Journal an opportunity to be 

eard. The Journal took the matter to 
court and won on what senior federal 
counsel Zaleha Zahari later conceded 
was a “procedural lapse.” With the 
amendments, that situation would not 
now arise, saving the government future 
embarrassment. 

In April, the social-reform group 
Aliran was for the second time refused a 
licence to publish a Bahasa Malaysia 
fortnightly version of its English-lan- 
guage Aliran Monthly. This was its sec- 
ond application, the first having been 
made in 1983. Aliran challenged the 
Home Ministry decision and won when 
in September, the High Court ruled that 
such licences should be given “as a mat- 
ter of course.” No valid reasons had 
been given for refusing the permit. The 
government has appealed that ruling to 
the Supreme Court. 

The National Union of Journalists 
(NUJ) commented that the 
tightening of administrative 
powers is “a slap to the judiciary 
for its decision on Aliran’s 
KDN.” But whatever the Sup- 
reme Court decides will now be 
almost academic in that, even if 
it upholds the earlier decision, 
the executive can always revoke 
the licence at some future date 
and that decision could not be 
challenged in court. 

The home minister's dis- 
cretionary powers are also 
brought to bear in determining 
if an article “is likely to alarm 
public opinion” — in addition 
to existing considerations of 
morality, security, public order, 
national interest and the re- 
lationship with any foreign 
country. 

“The words ‘alarm public 
opinion’ [are] so subjective and 
wide and will certainly be 
abused by the government,” said Lee 
Lam Thye. Indeed, Param added: “Any 
form of journalism which tends to ex- 
pose any misdoings in the government 
or any associated authority which could 
bring in some sort of surprise element 
could be viewed as causing alarm to 
public opinion and lead to the publica- 
tion being prohibited.” 


p all fairness, the reference seems to 
point to the context of increasingly 
heated racial remarks by politicians 
prior to the October security clamp- 
down. But Mahathir has shown little pa- 
tience with the argument that the press 
merely ea what others say, and in 
politicised Malaysia, politicians de- 
mand an airing. “Can I request news- 
papers not to publish [their statements] 
even if the politicians make them?” he 
demanded of reporters just a week be- 
fore the arrests. 

New offences under the press laws 
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l reflect the same exasperation. Any 


printer, publisher, editor or writer 
found to have _matichorsa aenened 
any false news,” will now be liable for 
up to three years’ jail or a M$20,000 
(US$8,000) fine or both. Malice, how- 
ever, is “presumed in default of evi- 
dence showing that, prior to publica- 
tion, the accused took reasonable mea- 
sures to verify the truth of the news.” 
“This means you're guilty until 
proven innocent,” said NUJ acting gen- 
eral secretary G. Umakanthan, though 
legal opinion differs on the issue of onus 
of proof. Param took the same position 
as Umakanthan, saying that while the 
perone had to prove falsity, the 
urden was on the writer to prove no 
malice. A writer presumably does this 
by demonstrating what steps he or she 
took in arriving at his information, 
which inevitably implicates his or her 
sources who may be called upon to give 
evidence. At the very least, the disclo- 


sure of the identity of a writer’s sources 
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will almost certainly be needed to deter- 
mine credibility. 

With civil servants already fright- 
ened into silence by the Official 
Secrets Act, this new clause requiring 
proof of efforts in verifying a news re- 

rt, seems to be aimed at those provid- 
ing inside information in the private sec- 
tor, which may have links with the gov- 
ernment. 

“These amendments put a heavy 
burden on journalists,” said Param. 
They impede investigative journalism 
because no journalist could publish any 
material unless he is absolutely certain 
of its truth down to the last details. In- 
vepar journalism, on the other 
hand, is generally meant to bring to light 
materials for further investigation by 
the authorities, he added. 

In future, having found a publication 
guilty of any offence, the government 
may apply to the courts to order its 
“suppression” for up to six months. 
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Similarly the court may suspend the cir- 
culation of a publication involved in a 
legal dispute, pending trial. 

The amendments impute a new 
meaning to malice. Whereas the defini- 
tion of malice has always been motive, 
malice here could also mean negligence, 
explained a press lawyer. Given press 
deadlines, an honest mistake can now 
constitute a crime. 


W ith the indefinite closure of three 
newspapers, journalists are already 
seeking jobs elsewhere — either abroad 
or in other professions. Both the jour- 
nalistic spirit and pay have been cut. At 
The Star, owned by the Malaysian 
Chinese Association, a member of the 

overnment coalition, salaries were cut 

y 25% in November, and further to 
25% of the original level in December. 
But morale is also low in the establish- 
ment press as well. At the pro-govern-, 
ment New Straits Times independent 
political coverage has been curtailed 
and readers feel a lot more tri- 
vial material is appearing. 

In the same spirit of tighten- 
ing controls, another Home 
Ministry bill, introduced in par- 
liament on 30 November, deals 
with unlawful assembly under 
the Police Act, 1967. Applica- 
tions for police permits to hold 
public pater must now be 
made by an organisation or 
three persons acting jointly, 
compared to the present single 
applicant. Should the police 
find that the three persons are 
actually a front for an organisa- 
tion, the police will refuse the 
permit. 

Assemblies where three or 
more persons refuse to obey 
police orders as to the conduct 
of the meeting or procession 
will automatically be deemed 
unlawful. And not only can ac- 
tual participants in an unlawful 
assembly be charged but persons just 
“attending or found at” su therings 
may also be fined between M$2,000 and 
M$10,000 or get up to one year’s impris- 
onment. Moreover, not knowing that an 
assembly was unlawful “shall not be a de- 
fence.” The saving grace is that if a per- 
son’s presence “came about through in- 
nocent circumstances and that he had no 
intention to be otherwise associated with 
the assembly,” this willconstitute defence. 

Other clauses are completely new. 
Police may now disperse any meeting on 
or in private property if they find that 
the activity “is directed to, or is in- 
tended to be witnessed or heard or par- 
ticipated in by persons outside the land 
or premises,” or if it “attracts the pre- 
sence” of 20 persons or more from out- 
side. This seems particularly targeted to 
the opposition Parti Islam, whose public 
lectures are held in village homes where 
the audience spills out in a radius of 
neighbouring compounds. 
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How to select the right partner? 


When a country decides to start a nuclear power program, it must 
face many problems. They may be economic, financial, industrial, 
technical or scientific. Furthermore, the list of materials and ser- 
vices suppliers or consultants contained in a nuclear directory is so 
long and abstruse that reading itis nota great help to select the right 
partner. Indeed, the good beginning is to establish a solid relation- 
ship that will just meet your needs, without any restraint. The part- 
ner will have to be reliable, experienced, competitive and flexible. 
Cogema could be this partner, as the only industrial company maste- 
ring all the aspects of the nuclear fuel cycle. After 40 years of experi- 
ence with the French nuclear program, Cogema services today over 
60 utilities worldwide. Eventually, more utilities may take the road 
to nuclear power, with Cogema and its subsidiaries standing by as 
partners, ready to service their needs: consulting, uranium explora- 
tion and mining operation, supply of products and services, equip- 
ments and engineering. To select the right partner, come and meet us. 
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CAMBODIA 


That annual exercise 
Hanoi ‘withdraws’ 20,000 troops from Cambodia 
By Murray Hiebert in Ba Vet, Cambodia-Vietnam border 


j a of Vietnamese troops in 
old trucks, buses and jeeps crossed 
the Cambodian border into Vietnam 
following a send-off rally in Phnom 
Penh on 29 November. Other Vietnam- 
ese troops boarded ships in the southern 
port city of Kompong Som for the trip 
ome. The troop withdrawal preceded a 
2 December meeting in Paris between 
Premier Hun Sen of the Vietnamese- 
backed Phnom Penh regime and Cam- 
bodian resistance leader Prince Noro- 
dom Sihanouk. 

. An estimated 20,000 Vietnamese 
troops withdrew from Cambodia late 
November — the sixth such pullout 
since 1982. About half the troops, be- 
longing to the 90th Division and the 
726th and 44th brigades, left by road 
from the western province of Battam- 
bang. The soldiers departing by sea 
were based in the southern provinces of 
Koh Kong and Kampot and the Kom- 
pong Som municipality. Vietnamese 
and Cambodian officials insist that the 
recent pullout was twice as large as pre- 
vious withdrawals. 

Western and Southeast Asian coun- 
tries op d to Vietnam's occupation 
of Cambodia charge that Hanoi was 
merely rotating troops by pulling out re- 
tiring soldiers and replacing them with 
new recruits. Western intelligence offi- 
cials in Bangkok report that Vietnam 
sent 12-15,000 new troops to Cambodia 
in recent weeks to replace the departing 
soldiers. 

Vietnam approached scores of non- 
aligned and Western countries to ob- 
serve this year’s withdrawal to counter 
the rotation charges, but only 18 pro- 
Soviet countries and organisations ac- 
cepted the invitation. The withdrawal 
was also covered by about 90 journalists 
from Western and socialist countries. 

During a send-off ceremony in Bat- 
tambang, Lieut-Gen. Hul Savon, com- 
mander of Cambodia’s 4th Army Re- 
gion, thanked the departing Vietnam- 
ese troops for “aiding Cambodia's army 
to defend our revolutionary gains.” Sev- 
eral thousand school children, govern- 
ment employees and curious onlookers, 
waving Cambodian and Vietnamese 
flags, lined the road as the Vietnamese 
slowly drove out of town in ageing vehi- 
cles loaded with cooking pots, firewood, 
spare tyres and gasoline containers. 

Several dozen vehicles pulled an as- 
sortment of old Soviet anti-aircraft guns 
and US 155-mm howitzers. Eight arm- 
oured personnel carriers and two tanks 
were withdrawn by sea from Kompong 
Som and Vietnamese officials say more 
heavy military equipment will be with- 
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drawn down the Mekong river to Viet- 
nam. 

Soldiers interviewed in Battambang 
said they had served in Cambodia since 
1979 when Vietnam invaded, oustin 
the Khmer Rouge regime which had 
staged cross-border raids into southern 
Vietnam for several years. An esti- 
mated 1 million Cambodians were kill- 
ed by the Khmer Rouge during their 
four-year rule. 

The living conditions described by 
the troops in Battambang were spartan. 
They said they received 20 kg of rice 
each month and were expected to raise 
their own vegetables and catch their 
own fish. They were paid a monthly sal- 
ary of about US$1. Only two of the sol- 
diers interviewed said they had a three- 
week home leave in the past nine years. 


U? officials estimated that Vietnam 
had 120-140,000 troops in Cambodia 
prior to the recent withdrawal. This fig- 
ure is down from an estimated 180,000 
troops in 1979, but the Americans say 
they revised their figures due to more 
accurate counting methods and not 
because Vietnam has withdrawn 
thousands of troops. Vietnamese offi- 
cials claim fewer than 100,000 troops re- 
main in Cambodia. 

These troops train the Cambodian 
army and defend against attacks from 
some 15-20,000 guerillas loyal to the 
Khmer Rouge and two non-communist 
resistance groups united in a coalition 








poenae recognised by the UN. 
ietnamese soldiers in Battambang said 
they had seen relatively little fighting 
since they destroyed a string of guerilla 
camps along the Thai-Cambodian bor- 
der in 1985. One said the biggest prob- 
lems they had faced in recent years were 
mines, malaria, homesickness and 
water shortage during the dry season. 

Diplomats and aid workers in 
Phnom Penh say they have heard about 
few guerilla attacks this year and report 
that traffic along roads from western 
Cambodia has picked up in recent 
months, suggesting that security has im- 
proved. A series of small bomb explo- 
sions in Phnom Penh in the summer 
ended abruptly when two groups of sus- 
pects were arrested. 

Vietnamese and Cambodian officials 
claim they have slowed down guerilla 
infiltration from Thailand by digging 
ditches, building bamboo fences, pee 
land mines ad clearing forests along 
the border. They also say the Khmer 
Rouge has changed its tactics from 
guerilla warfare to political activities. 

“They now come to villages and 
make peopnesnas,.” one Vietnamese 
source said, adding: “They say ‘we are 
all Khmers and Khmers should not fight 
each other. We must cooperate to fight 
the Vietnamese’.” Sometimes, he 
added, the Khmer Rouge kidnap or as- 
sassinate uncooperative village offi- 
cials. Phnom Penh is building a militia 
to counter the Khmer Rouge. Young 
men are drafted in most villages to 
guard roads and bridges in their areas. 

Previous Vietnamese withdrawals 
have taken place in the spring and this 
year’s delay has prompted speculation 
that Hanoi is having trouble building a 
Cambodian army to replace the depart- 
ing Vietnamese. A recent official Cam- 
bodian newspaper editorial complained 
that Phnom Penh’s estimated 
30,000-strong army lacks motiva- 
tion and training. Vietnamese of- 
ficials admit the Cambodian army 
still has serious problems, but 
they claim it is playing an increas- 
ingly active role along the Thai 
border. 

Hanoi has promised to with- 
draw all of its forces from Cam- 
bodia by 1990. However, Cambo- 
dian Foreign Minister Kong Korm 
said at a press conference a few 
days before the pullout that “if 
outside forces take advantage of 
the withdrawal of Vietnamese 
volunteer troops and create more 
instability, then we will discuss 
with our Vietnamese friends new 
measures to adopt,” indicating 
that the Vietnamese will not leave 
as long as the guerilla war con- 
tinues. He also said that Vietnam- 
ese military advisers were likely to 
remain in Cambodia beyond 1990 
under the terms of a 1979 
friendship treaty between the two 
countries. o 
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A royal birthday party 


King Bhumibol Adulyadej turns 60 and the country celebrates 


By Paisal Sricharatchanya and Rodney Tasker in Bangkok 


W ith a great deal of pomp and cir- 
cumstance, Thais are celebrating 
an event close to their hearts: the 60th 
birthday of King Bhumibol Adulyadej 
on 5 December. And the king also has 
good reason to celebrate. 

Thailand is enjoying an economic 
boom which is the envy of its regional 
neighbours. It boasts a comparatively 
stable political environment, and the 
various ethnic groups which comprise 
its society mingle peacefully with one 
another. The domestic communist in- 
surgency, which once posed a serious 
security threat, has virtually disap- 
peared. 

Despite the country’s achievements, 
the king is understood to have even 
more ambitious goals in mind. “His 
Majesty is an idealist, a man of perfec- 
tion,” a palace official said. “Ten years 
ago, he might have been content with 
what the country has achieved today. 
But his horizons now have probably 
widened.” Prosperity for the rural and 
urban poor remains among the king’s 
chief concerns. 

A champion of rural development — 
highlighted by his crop-replacement 
programmes among opium-growing hill 
tribes in northern Thailand which were 
later extended to other remote areas — 
the king has pioneered some 4,600 ag- 
ricultural and water-resources develo 
ment projects. Many of these su 
sequently have been handed over to the 
government. 

More recently, the king has ex- 
tended his development programmes to 
Bangkok’s slums. All his projects are 
cost-conscious, and the king is known to 
have been concerned that the numerous 


projects initiated by public and private 
sectors to celebrate his birthday should 
not be too lavish. 

Over more than four decades of 
his rule, the king has accumulated a 
wealth of political experience which has 
served as a crucial stabilising force in 
government. “The country has under- 
gone several major transitional changes 
during his reign,” an analyst said. “Gov- 
ernments have come and gone, but his 
majesty is always there, witnessing the 
changes from the top. 

is would explain why prime minis- 
ters over the years have often turned to 
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him for advice in times of crisis. The 
present Prime Minister, Prem Tin- 
sulanond, in particular, is said to have 
often sought royal consultations during 
his early years in power. Palace sources 
stress that the king is always cautious. 

“Though his constitutional duty is ‘to 
advise and be advised,’ his majesty tries 
not to appear as if he were interfering in 
bt affairs,” one palace source 
said. 

Perhaps the most important of the 
king's present concerns is the crucial 
question of succession. Based on Thai- 
land’s succession laws and establish- 





ed court tradition, the king’s only’ 
son, Crown Prince Maha _ Vajira- 
longkorn, will succeed his father as 
king. This is despite some specula- 
tion a few years ago that the crown 
prince’s younger sister, Princess Maha 
Chakri Sirindorn, might ascend the 
throne. 

Given reports of his good health, the 
conventional wisdom is that the king 
will remain on the throne for many 
years. In July 1988, he will become 
Thailand’s longest-reigning monarch. 
The king is said to have fully recovered 
from a serious illness some five years 
ago and has resumed regular jogging 
and occasional sailing. 

Nonetheless, talk about abdication 
in the not-too-distant future remains, 
partly fuelled by his own cryptic re- 
marks, made on his 59th birthday, 
about water not standing still but inevit- 
ably having to flow on. 

Palace officials have since explained 
that the king will not abdicate in the true 
sense of the word. “The king will never 
abdicate, if by abdication you mean 
leaving his responsibilities [to the peo- 
ple] behind and retiring,” the king’s 
deputy principal private secretary, 
Tongnoi Tongyai, said during a recent 
lecture for a Thai‘ audience in the 


“He is a man dedicated to looking 
after his children [subjects],” Tongnoi 
added. What was “not beyond the realm 
of possibility,” he said, was a scenario in 
which the king changed his official role, 
or “put on a different mask,” while con- 
tinuing to exert his substantial knowl- 
edge and influence from behind the 
scenes. 

On the succession issue, Tongnoi 
said: “Once His Majesty sees the crown 
prince reaching a more mature age and 
ready to take over all the royal func- 
tions, he may enter a monastery. [But 
if that happens], it does not mean he will 
simply remain a monk. The important 
thing is that he will continue to be there, 
behind the throne, and help his son 








solve any problems. The puyai [elders, 
or senior government people] can con- 
tinue to seek his advice at the monas- 
tery. All this may well be a beneficial ar- 
rangement.” 

Despite the uncertain succession 
timetable, the king has delegated many 
of his royal duties to the crown prince 
over the past two years in an apparent 
attempt to groom him. Almost daily 
media coverage has given the crown 
prince a prominent public profile. He 
has largely taken over his father’s duty 
of conferring degrees on university 
graduates, with the king restricting him- 
self to presiding over a handful of key 
ceremonies. 

Perhaps more importantly, the 35- 
ear-old crown prince has represented 
is father on a number of state visits 

abroad — most recently to China in 
February-March, where he received the 
21-gun salute reserved for a head of 
state. 

Recently, the crown prince has 
been seen standing at his father’s side as 


foreign ambassadors present their cre- | 


dentials to the king. 

A career soldier who currently holds 
the rank of major-general in his capacity 
as commander of the army’s Royal 
Guards Regiment, the crown prince was 
modest when discussing the succession 
with foreign newsmen at a recent inter- 
view held in Bangkok. 

Asked how he was preparing to be- 
come Thailand’s next ene the crown 
prince said: “. . . I fully realise my posi- 
tion as crown prince of Thailand and I 
fully accept his royal commands and the 
responsibilities that come with the job. . . 
I am one of many loyal servants of the 
crown and we as a team endeavour, to 
the best of our limited knowledge, to 
serve their majesties, the monarchy and 
the country. In that I am very fortunate 
to have many capable colleagues — 
keen, diligent colleagues — to help in 
serving their majesties and the monar- 
chy. We work in great harmony.” 























eking on tour with Prem (right): pivotal influence. 














G iven King Bhumibol Adulyadej’s 
influence and popularity, he could 

rhaps have led Thailand back to abso- 
ute monarchy, which was abandoned in 
favour of constitutional monarchy in 
1932. But by all indications, he has pur- 
sued just the opposite course. 

Political scientists and palace offi- 
cials agree that the widely revered king 
is bent on leading the country towards 
fuller democracy. So in addition to such 
fond references as “royal father” and 
“working monarch,” the king is also re- 
garded by many as a democratic king. 

Events over the last two decades 
bear ample testimony to the king’s dedi- 
cation to democracy. Those familiar 
with his guidance on some crucial affairs 
of state say the king is always cautious, 
trying to avoid excessive palace involve- 
ment in politics and letting the democra- 
tic process run its course, 

The king’s appointment in 1973 of 
Sanya Dharmsakti, a university profes- 
sor and then a privy councillor, as prime 
minister in the aftermath of a student- 
led rebellion in October of that year is 
seen as an extreme example of the 
king’s political role. “The country was 
at a crucial turning point which necessi- 
tated His Majesty’s direct intervention. 
But once he did that, he quickly with- 
drew,” said an authoritative source. 

The 1973 incident, during which an 
extended era of harsh military dictator- 
ship was toppled, underscored the 
king’s apparent support for progressive 
forces. “His Majesty was [probably] 
aware of the credibility gap at the time 
between the ruling clique and the peo- 
ple, so he went along with the feelings of 
the masses,” the source said. 

The event also reaffirmed a tradi- 
tional rapport between the academic 
community and the palace — a bond 
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The democratic king 


The monarch plays a pivotal role in political stability 

















formed in the early days of the king’s 
reign when, apart from conferring de- 
grees on university graduates in a for- 
mal setting, the king developed intimate 
links with campus circles through reg- 
ular informal talks and music sessions. 

So it came as no surprise in 1973 when 
many student demonstrators, fleeing a 
military crackdown just before the dic- 
tatorial regime of Thanom Kittikachorn 
was ousted, sought refuge in the com- 
pound of Bangkok’s Chitrlada Palace. 

The king’s cautious hand in the coun- 
try’s political life was evident again in 
the aftermath of a bloody military coup 
in October 1976 against the popularly 
elected government of Seni Pramoj, 
which resulted in Thanin Kraivixien 
coming to power. It is said a list of three 
potential candidates for the premiership 
was submitted to the palace. 


Fe first, Prakorb Hutasing, then 
deputy president of the privy council, 
was dropped because his appointment 
might convey the impression of palace 
dominance in politics. 

The second candidate, Dhumnoon 
Thien-ngern, a faction leader in the 
Democrat Party who was then 
Bangkok’s governor, was dropped out 
of concern that his appointment might 
not give an impression of palace neu- 
trality. The third candidate, Thanin, a 
Supreme Court judge, was consequent- 
ly left as the only choice, though his ex- 
treme rightist regime was ousted about 
a year later in another coup. 

Perhaps the events marking an end 
to the country’s tradition of coup-in- 
duced, revolving-door governments 
were those following an abortive coup 
attempt by army “Young Turks” in 
April 1981. A senior palace source told 
the REVIEW that the king summoned 
the coupmakers to explain their reasons 
for launching the coup, but the Young 
Turks declined. 

The royal family subsequently left 
Bangkok for the northeastern province 
of Nakhon Ratchasima to demonstrate 
their neutrality, the palace source said. 

“By taking along the prime minister 
[Prem Tinsulanond), the king was in ef- 
fect supporting a legitimately elected 
government and the constitution. But 
his majesty was also teaching-the coup- 
makers a lesson — they should have 
proper justifications,” the source said. 
The rebellion was crushed two days 
later, and the last attempted coup in 
September 1985 also failed. 

Notwithstanding the growing matur- 
ity of Thailand’s complex web of social, 
political and military forces, most 
analysts accept that the king’s influence 
has been pivotal in maintaining stability 
since Prem took over as prime minister 
in 1980. — Paisal Sri 














































Veera; Bhichai; Prem: difficulties for January 10 Group. 


A debilitating debate 


Parliament slips into chaos over demands for a cabinet reshuffle 


By Paisal Sricharatchanya in Bangkok 

he dissolution of Thailand's parlia- 

ment was averted after pro-govern- 
ment MPs rammed through three draft 
amendments to the 1978 Copyright Act 
on 25 November. But the complete 
breakdown of discipline which accom- 
panied passage of the legislation’s first 
reading, taking place just one day 
before parliament went into recess, 
marked a low point in Thai parliamenta- 
rian conduct. 

The focus of debate during the chao- 
tic session centred less on the proposed 
copyright legislation than on whether 
there should be a cabinet reshuffle to 
shore up the government coalition. The 
coalition has been shaken by renegade 
members of the Democrat Party — the 
largest coalition member — who allied 
themselves with the opposition in a 
muscle-flexing exercise after failing to 
get their representatives in the cabinet. 
This triggered an open call by two other 
coalition partners, the Chart Thai and 
Rassadorn parties, to scale down the 
Democrats’ cabinet representation. 

The Chart Thai and Rassadorn MPs 
argued that the number of Democrat 
ministers should be reduced to reflect 
the real number of MPs the Democrats 
control. Then, they suggested, the coal- 
ition should be strengthened by bring- 
ing in one of the larger opposition 
groups. 

Senior Democrats voiced support for 
the plan, though the Social Action Party 
— the fourth coalition partner — dis- 
agreed, arguing such a move would 
further aggravate the Democrats’ inter- 
nal rift and, in turn, affect the coalition’s 
stability in the long term. 

The strength of the dissident Demo- 
crats, who call themselves the “January 













10 Group” after the day this year the 
group was formed, has visibly eroded — 
though they have succeeded in bringing 
an atmosphere of instability to parlia- 
ment in recent months. Against its pre- 
vious claims of commanding about 40 of 
the party’s 99 MPs, only 33 members of 
the group voted with the opposition on 
the day of the copyright legislation de- 
bate. 

Signs that the January 10 Group was 
coming under a strain appeared in early 
November when its nominal leader, 
Veera Musikapong, a former deputy in- 
terior minister and party secretary-gen- 
eral, relinquished leadership. 

He said then the move was in 
acknowledgment of his failure to 
achieve the group’s main objectives of 
ousting party leader and Deputy Prime 
Minister Bhichai Rattakul and getting 
cabinet representation. He also said he 
was stepping down because he was 
appealing a lese majeste conviction 
in the Supreme Court (REVIEW, 29 
Oct.). 


more recent indication of the Janu- 
ary 10 Group’s difficulties was the 
rejection by Prime Minister Prem Tin- 
sulanond of a long-standing demand for 
a cabinet reshuffle to include members 
from the group’s ranks. A brief state- 
ment by Prem saying simply that he did 
not understand the letter was read as an 
indication that the prime minister did 
not view the group as a serious political 
force. If the group’s ranks are further 
eroded, as some expect, a more stable 
atmosphere in parliament could result 
when it reconvenes in April. 
Meanwhile, the pandemonium on 25 
November has left a deep scar on the 








image of the 347-member elected as- 
sembly. Army commander and acting 
supreme commander Gen. Chaovalit 
Yongchaiyut told a public forum shortly 
after the stormy parliamentary session 
that he had received many phone calls 
urging military intervention to quell the 
chaos. He said he had advised the call- 
ers to be patient — reminding them that 
the armed forces are against any coup, 
which could throw the country back into 
a vicious cycle of coups and counter- 
coups. 

Describing the country’s political 
development at this stage as being in the 
midst of a “twilight zone,” Chaovalit 
said conflict and confusion are to be ex- 
pected. 

ae the protests of 256, pihia 
ment MPs, opposition MPs used delay- 
ing tactics to prolong the 25 November 
proceedings. In the ensuing, emotion- 
charged confrontation, both sides trad- 
ed abuse and foul language. At the 
end of the day, amid opposition charges 
that the government was dictatorial, the 
ruling coalition rammed through the 
first reading of three separate bills, all 
aimed at amending the Copyright Act. 

Given that the proposed copyright 
legislation was among the most conten- 
tious tabled in parliament during the 
year, it was ironic that there was no 
meaningful debate on it during the re- 
cent session. Analysts say the govern- 
ment, which clearly was prepared to ex- 
plain the necessity of the draft amend- 
ments, could have emerged in a better 
light if discussion had been allowed. 

Chiefly designed to appease US de- 
mands for copyright protection in Thai- 
land of American intellectual property 
— as Thai intellectual property is pro- 
tected in the US under American 
copyright laws — the government drafts 
are to be used as a framework for new 
legislation which, subject to further de- 
liberation next goan will expand its 
coverage in such areas as book and 
music publishing and film-making. The 
thorny issue of how much protection to 
extend to the publishing of computer 
software was deliberately left to the dis- 
cretion of Thai courts. 

Also at the first-reading stage were 
two other draft copyright bills — spon- 
sored by two MPs, one government and 
one opposition. One makes no mention 
of the software issue while the other 
simply leaves the subject vague. 

e copyright issue polarised propo- 
nents and opponents earlier this year. 
The Foreign Ministry, the lone cham- 
pion of new copyright legislation until it 
was joined by some elements from 
aia industry on the eve of the 25 

ovember parliamentary session, wor- 
ries that failure to accommodate the US 
could result in the termination of the US 
eneralised system of preferences for 
ai exports. However, the critics, ap- 
pealing to nationalist sentiments, had 
accused the government of bowing to 
US pressure (REVIEW, 11 June). oO 
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New brass at the top 


Deng Xiaoping orchestrates a younger PLA line-up 


By Bob Hu in Peking 


he generational change within the | 

Chinese political leadership has 
been carried over into the military with 
a comprehensive shake-up of the Peo- | 
ple’s Liberation Army (PLA). All the | 
chiefs at the general headquarters de- | 
partments, the PL:A’s high command, | 
have been replaced by second-echelon | 
commanders following a 27 November 
executive order by Deng Xiaoping, 
chairman of the Central Military Com- 
mission (CMC), 

The changeovers come at a crucial 
time — the new chiefs, who are on aver- 
age 20 years younger than their pre- 
decessors, will oversee the implementa- 
tion of a series of major reforms to im- 
prove military organisation and. per- 
formance during their tenure. These re- 
forms include ‘the: reintroduction’ of 
ranks, which diplomats say is probably 
scheduled for next year, and the re- 
vamping of field armies to group armies. 

Replaced are Yang Dezhi, chief of 
the general staff, by Chi Haotian, 61, 
political commissar of the Jinan Military 








| and Hong Xuezhi, director 
of the general logistics de- 
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Region (MR); Yu Qiuli, di- 
rector of the general politi- 
cal department, by Yang i 
Baibing, 66, political com- - 

missar of the Peking MR; 


partment, by his deputy, 
Zhao Nangi, 52. 

The younger appointees |S 
were unexpected choices; 
having jumped over many 
higher-ranking — officers. 
Outside observers have 
stressed- the intense pres- 
sure within the ranks and 
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civilian leadership ~ for 
younger. blood at the top. 
While Hong retained his CMC post 


of deputy  secretary-general, Yang 
Dezhi and Yu lost their CMC seats. 
However, 70-year-old navy commander 
Liu Huaqing was elevated to one of the 
CMC deputy secretary-general posts. 
Excluding Defence Minister Zhang 
Aiping, expected to retire soon, Liu is 












~ skills will be useful in 
continuing structural modernisation o 
| the military, which emphasises: im- 
| proved educational and political quality 
of soldiers as well as military skills. © © 
But Chi's years in the regional com- 
mands means that his power base in Pe- 
king will not be strong. He will, there- 
fore, depend to a large extent on the pa~“ 
tronage of Deng and party general sec- | 
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Matheson PFC have the answer. 


In the current environment of high 
volatility in equity and foreign exchange 
markets, a well diversified spread of 
short-term money market assets is the 
most conservative way to protect capital 
and allow for growth. 

Matheson PFC’s Strategic Reserve Fund 
was launched on Ist October 1987 and has 
been authorised by the Securities Commission. 
The objective of the fund is to protect the 
capital asset value of investments against 
currency fluctuations in real terms and to 
maximise returns through active currency and 
bond/gilt management. 

The portfolio will consist of a mixture of cash 
deposits and holdings of units in those currency 


trusts whose quality and past performance have 


been perceived by the managers as excellent. 


The minimum subscription is 1000 units at a 


launch price of US$1.03. Dealing day occurs 


every Wednesday. 


dhe price of units and the income {in cases where income is 
distributed) from them may go down as well as up: 





The question on everyone’s lips... 


1 Matheson PFC ¢ 


A Member of the Jadina Mathuaon Gragg © aot 





: Mr. David Wilkie or Mr. Vincent Chan. © 









Matheson Personal Financial Consultants Lal. 
1301 World Trade Centre -~ 
Tek 5-8908448 Thx: 63477 


sm m e e m n u s aa 






Please send me details of the Strategic Reserve Fund 


. Name: 





What's next? 

















re Zhao Ziyang for support. This 
should probably ensure his loyalty to 
the reformist leadership. 

The new chiefs’ political adherence 
to civilian authority will be important 
as Deng gradually relinquishes his 
paramount position to Zhao. Zhao was 
made first vice-chairman of the CMC at 
the 13th party congress in October, and 
his ability to win over the military’s al- 
legiance will partly determine the 
strength of his grip on political power. 

Yang Baibing’s appointment was 
largely expected. As the younger 
brother of the CMC’s permanent vice- 
chairman and secretary-general re- 
sponsible for daily activities, Yang 
Shangkun, a powerful personal connec- 
tion has been formed in the heart of the 
military power hierarchy. 

Yang Baibing’s service record would 
indicate loyalties to Zhao. As a political 
commissar in the Chengdu MR before 
moving to Peking in the early 1980s, bbs 4 
Baibing is likely to have had contact wit 
Zhao when he was governor of Sichuan 
province and first political commissar of 
the Chengdu MR in the late 1970s. 


A: one of the youngest department 
chiefs, the rise of Zhao Nangi — of 
Korean descent and known also as Cho 
Nam Qi — has been rapid. His promo- 
tion from within the general logistics de- 
partment indicates satisfaction with his, 
and Hong's, ability to keep in check 
PLA discontent over the continuing 


squeeze on defence spending, one of the 
department’s main areas of responsibil- 


ity, and a sensitive political issue. 

The passover of senior generals, in- 
cluding MR commanders, for more 
junior officers is a shrewd political step 

y civilian leaders. The aim is to put in 
wer commanders without the author- 
ity and stature to challenge their less 
militarily experienced civilian superiors. 
Despite his paramount position, Deng 
has had to give way on various issues of 
military policy to high-ranking military 
heads. t 

However, the former service heads 
will still be able to exert substantial 
influence over military policy from the 
sidelines, principally as members of the 
Central Advisory Commission. 

An important unknown in future 
PLA politics is the relationship between 
the new military chiefs and their civilian 
counterparts such as Li Peng. This is 
likely to be of major significance as Li, a 
Soviet-trained technocrat who is seen as 
a new-era conservative, assumes the 
post of premier. Chi, Yang Baibing and 
Zhao Nandi were all trained during the 
1950s when Soviet influence in the PLA 
was considerable. 

Still unresolved is Zhang Aiping’s re- 
tirement, in favour of, almost certainly, 
Qin Jiwei, Peking MR commander and 
politburo member. Because his post is a 
state position, it will not be decided 
until the National People’s Congress 
next March, [R] 





BANGLADESH 





A carrot-and-stick game 


Ershad clamps emergency and calls for negotiations 


By S. Kamaluddin in Dhaka 


Face with relentless agitation by the 
Opposition parties — which called 
for his resignation — President H. M. 
Ershad proclaimed a state of emergency 
on 27 November and suspended all fun- 
damental rights of the people. The pro- 
clamation also imposed strict limitations 
on the reporting of news. 

As the opposition was planning a 
three-day nationwide strike beginning 
29 November, the authorities clamped a 
night curfew from 27 November in 
Dhaka and four other major cities. By 
the standards of Bangladeshi street vio- 
lence, life in Dhaka appeared to be 
normal, with vehicles clogging the 
capital’s roads. As offices and banks re- 
mained open, the government relaxed the 
curfew from 30 November. 

Deputy. Prime Minister M. 
A. Matin, who is also in charge 
of the Home Ministry, said that 
since 27 November 2,367 people 
had been arrested for violating 
emergency regulations. Matin 
added that on 30 November 52 
people, including 12 lawyers, 
were arrested for trying to take 
out a procession in Dhaka. Only 
two people were killed by police 
firing on 28 November — one 
each in Dhaka and Chittagong 
— according to Matin. 

Having armed himself with 
the emergency provisions, Ershad 
addressed the nation on state- 
owned TV on 28 November, out- 
lining a proposal to reach a 
negotiated settlement of the poli- 
tical crisis. The four points of the 
presidential proposal are: 
> He is prepared to dis- 
cuss “all reasonable” ques- 
tions with opposition parties. 


> Fresh elections will be held based 


on the consensus of such discus- 
sions. 

> The government will implement the 
measures recommended by the consen- 
sus of the political parties to hold fair 
and free elections. ` 

> He will not object if any party win- 
ning the elections were-to table a motion 
in the parliament to amend the constitu- 
tion. 

A highly placed source told the 
REVIEW that, based on the four-point 
proposal, the government is likely to 
offer a package of inducements to the 
opposition — in particular, to the two 
leading women: Sheikh Hasina of the 
Awami League and Khaleda Zia of 
the Bangladesh Nationalist Party 
(BNP), both of whom are currently 
under house arrest. The package may 





include provisions to appoint a new 
chairman of the Election Commission 
and independent teams of observers to 
oversee free and fair elections. The 
names of these appointees are to be ar- 
rived at through a consensus between 
the opposition and the government. 
According to a knowledgeable dip- 
lomatic source, some more concessions 
are also in the offing to give face to 
the opposition. But before these conses- 
sions are made public, the government 
will try to seek the concurrence of the 
two leading women of the opposition. , 
Ershad said in his address to the na- 
tion that he was ready to accept any 
“honest suggestions” through discus- 
sions “for consolidating the democratic 


system and political stability in the 
country,” but added that he would not 
“surrender to any illegal and undemo- 
cratic pressures.” 

He also declared that the opposi- 
tion’s demand for his resignation was 
not acceptable to him because he was 
elected by the people. Neither was he 
prepared to alter the country’s constitu- 
tion as demanded by the Awami 
League, which favours a Westminster- 
style parliamentary system. Ershad said 
he did not have the people’s mandate to 
change the nature of the constitution. 

Under Sheikh Mujibur Rahman, in- 
dependent Bangladesh got its first con- 
stitution in 1972 and opted for a multi- 
party parliamentary system. Mujib 
changed it to a one-party presidential 
system in January 1975, but less than 
seven months later he was assassinated 


by a group of young army officers. In 
1978, the then president Ziaur Rahman, 
the founder of BNP, introduced a multi- 
party presidential system, which in turn 
was suspended in March 1982, when Er- 
shad took power in a bloodless coup. 
| Ershad has since restored the 1978 con- 
stitution after holding parliamentary 
polls in May 1986 and revoking martial 
law in November 1986. 

While successive regimes have 
amended the constitution from time to 
time, none of them have thought fit to 
remove the 1974 Emergency Powers 
Act under which the current emergency 
has been imposed. The emergency 
legislation and tlie Preventive Deten- 
tion Act were first introduced by Mujib. 
Under the provisions of these very laws 
Mujib’s daghter Hasina, and Khaleda, 
Zia’s widow, have now been detained. 


B riefing newsmen representing the 
foreign media, Information Minister 
Anwar Zahid — himself a well-known 
former journalist —said that the proclam- 
ation of emergency was a constitu- 
tional move which was not an “un- 
natural step in any democratic coun- 
try.” Under the emergency provisions 
political freedom has been suspended 
and press censorship has been imposed, 
prohibiting the use of any “illegal and 
clandestine materials for purposes of 
newspaper reporting.” Zahid added 
that “legal activities” relating to normal 
functioning of the government, econo- 
mic and development activities could, 
however, be reported. 

Responding to comments that re- 
porting restrictions made it difficult for 
foreign publications to provide a bal- 
anced coverage to their readers, the in- 
formation minister cautioned that 
everyone had to follow the official in- 
structions strictly and that violaters 
would be dealt with under the provi- 
sions of the law. 

Diplomatic sources believe that Er- 
shad’s speech, though firmly rejecting 
the opposition’s demand for his resigna- 
tion, represented a conciliatory ap- 
proach to bringing the current political 
unrest to an end. These sources put the 
presidential initiative in the context of 
the extensive economic dislocation 
caused by the political agitation of the 
past month, which a resource-poor 
country like Bangladesh can ill afford. 

As a further conciliatory gesture, the 
government on 30 November released 
from detention four high-ranking opposi- 
tion leaders. They were: Mirza Golam 
Hafiz, former speaker of parliament; 
Abdul Mannan, a leader of the Awami 
League presidium, and Saidur Rahman 
Syed and Jahanara Begum, leaders of 
the BNP. Matin said: “We have re- 
leased them to create a congenial at- 
mosphere for a dialogue proposed by 
the president.” He added that other op- 
position leaders, including Khaleda and 
Hasina, would be released “in due 
course.” 
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Lhasa, closed city 


Peking tightens controls and expels foreigners 


By A Correspondent in Kathmandu 
Pilato cenarenpnaghone aor pub soar shar sm og maha i 
has tightened its control over Tibet. According to Western tourists 


after the incidents in , the au- 
of native bureaucrats has also been curtailed. 
the onset of the country’s severe and winter, there is 


5 Tibet remains which 
arip sr agreer Anra pape ryn r g agm individual foreign 
travellers have been sent out of Tibet. 


Recent visitors told the REVIEW that the Chinese authorities have 
also closed to many of the monasteries in Tibet, 
Sera, Ganden, on the of the severe winter, but the 
reason might be that these places are to be used for a 
3 sa a PS eee e A e 
army trucks streets of Lhasa, to 
raa toatl tae a 
to criticise their leader, the Dalai Lama, who lives in exile in India, 
observed a British actor who was forced to leave Lhasa in the 
first week of November. Barnett and xu so 
his friend, Australian Nicholas |: i 
Howen, were in Lhasa during the 
riots by Tibetans. 
Howen said that some 600-900 
Tibetans were arrested after the riots 
and detained in three prisons — 
, Sangyab and Dropche — a 
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monks the prisoners were 
ee a a 
ment. In an attempt to force the 


dumplings and a mug of hot water a day. 
Some women were starved for as many as 11 days, and friends and relatives 
were not allowed to take any food to the detainees. These hardships eventual- 
ly forced some prisoners to condemn the Dalai Lama. 
Christa 


to treat monks wounded in the riots. She said some of the monks 

had not been given S 
Britons, Wolfe-M and Lanchester, were also 
’s crime was that he 


, never objected to his activities. 
eckod up Sis place sad wakes bien to lene. Wolfe-M 
30 or 40 foreigners living in Lhasa and most of them are 
after their current visas expire. 
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Thoroughly modern Muslims 


Islamic teachers’ group rejects overtly political role 


By Michael Vatikiotis in Jakarta 


inate largely rural-based Islamic 
organisation Nahdatul Ulama (NU — 
Council of Islamic Teachers) has 
elected not to form a new political 
party. The decision, taken at an NU 
congress in Central Java held on 15-18 
November, is being seen as a victory for 
NU’s chairman, Abdurrahman Wahid, 
and a blessing for the government. 

The four-day “working conference” 
was called to review NU’s performance 
in April’s parliamentary elections. Fol- 
lowing a policy decision taken at its De- 
cember 1984 congress, the NU with- 
drew support from the United Develop- 
ment Party (PPP), the umbrella under 
which the government had grouped all 
Muslim political organisations since 
1973. Like the urban-based modernist 
Muslim organisation, Muhammadiyah, 
NU opted for political neutrality. 

But having dissociated itself from 
the PPP, the NU then failed to persuade 
the government party, Golkar, to ac- 
cept a list of 40 NU candidates for the 
House of Representatives. This, to- 
gether with the PPP's r showing at 
the polls in April (15.25% of the vote 
compared with 27.78% in 1982), 
prompted some NU members to raise 
the idea of the NU re-launching itself as 
a new political party. 

Convinced of the NU’s strength in 
rural areas — notably in East and Cen- 
tral Java — pressure built up on 
Wahid to make a political commitment. 
What amounted to a challenge to his 
leadership was led by NU deputy chair- 
man Mahbub Djunaidi. Djunaidi said: 
“It is unbelievable that NU with 20 mil- 
lion members will just stand outside the 
fence and limit its role to casting votes in 
the general election. Why shouldn't NU 
emerge as a political party?” 

Wahid ascribes Djunaidi’s views to 
his Jakarta political background. But 
many conservative ulama and imam 
pig moi and preachers) still resent the 

984 decision to abandon the PPP and 
yearn for a return to active politics. On 
the other hand, there are also said to be 
a growing number of younger people 
with NU family backgrounds who no 
longer fit the uneducated, deeply con- 
servative stereotype of the traditional 
NU membership. They accuse the older 
generation of engaging in self-serving 
politicking rather than looking after NU 
interests. 

Perhaps echoing this feeling — and 
with an eye on the kaire — Wahid told 
the REVIEW that having decided to quit 
the political arena the NU will concen- 
trate on “sociocultural and socio- 
economic” activities. This does not 





mean, Wahid said, the NU would fade 
into obscurity. Citing the need to “cam- 
paign for social justice” on behalf of 
NU’s rural membership, he said the or- 
ganisation would work closely with non- 
governmental organisations. “Our role 
is as a pressure group,” he said. 

A shrewd politician, who Sted to 
be close to the government, Wahid 
nevertheless feels that NU can achieve 
more outside the formal framework of 
politics. While he believes the NU’s 
“dissenting voice” will be strengthened 
bi its position outside the faction-rid- 

died PPP and, as he puts it, “beyond the 
TEMPO 





ally, Muslim politics may have grown 
weaker, culturally Islam is becoming 
stronger. The NU’s decision to abandon 
politics, he said, will remove the gov- 
ernment’s suspicion of the organisation 
and give it more freedom to foster Is- 
lamic values in rural areas through its 
extensive network of pesantrens (religi- 
ous schools). 

Meanwhile, the government may 
upset more modernist Islamic elements 
over the rumoured inclusion of 
Javanese mysticism, or kepercayaan 
(beliefs), in the forthcoming basic out- 
lines of state policy for the next five 
years (GBHN). Muhammadiyah has offi- 
cially asked the PPP to ensure the gov- 
ernment does not define kepercayaan as 
a religion — but has no objection to it 
being recognised as a belief. In keeping 
with his progressive approach, Wahid 
suggests the state “should treat all forms 
of spiritual activity on the same level.” 


APAP 
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But this may not be acceptable to many ° 


ROONEY TASKER 


NU meeting; Islamic schoolgirl: opted for neutral role. 


government's reach,” there are other 
interpretations. 

According to Nurcholish Majid, of 
the State Institute of Islamic Studies, 
the NU is anxious to build up for itself 
the degree of patronage enjoyed by its 
urban-based rival, Muhammadiyah. 
Untainted by political involvement, 
Muhammadiyah has successfully fos- 
tered links with high-ranking officials 
and military officers. Having signalled 
to the government its abdication from 
politics, NU may be hoping to establish 
similarly influential ties of patronage. 
Wahid himself is in a good position to do 
so as a member of the People’s Consul- 
tative Assembly. 


Fo the government these develop- 
ments must be welcome. The heavy 
presence of government intelligence 
gatherers at the November congress in- 
dicated the government's continuing 
nervousness about Muslim politics. But 
while Majid believes that, institution- 


rural ulama. Also aggravating for many 
non-Javanese is the government’s insis- 
tence on the Javanese identity of keper- 
cayaan. 

Interestingly, this issue was partly re- 
sponsible for tension between the gov- 
ernment and the Islamic establishment 
10 years apo. At that time the govern- 
ment was forced to drop the idea of in- 
cluding kepercayaan in the GBHN as a 
trade-off to persuade the ulama to ac- 
cept the secular marriage law. With the 
Islamic political edifice now a shell of its 
former presence, no one expects Mus- 
lim objections to the acceptance of mys- 
ticism as an official belief to carry much 
weight. 

And with Muslim leaders like Wahid 
suggesting that modern Indonesian 
Muslims should substitute greetings in 
Bahasa Indonesia for traditional Arab 
greetings, the current trends in Islamic 
poa and culture seem, for the time 

ing at least, to be leaning away from 
those in neighbouring Malaysia. o 


INNEPEAARER 1087 a FAR FASTERN ECONOMIC REVIEW 









HEN you first handle a Patek Philippe, you 

_ WW become aware that this watch has the presence 
of an object of rare perfection. 

_ We know the feeling well. We experience it every time 
a Patek Philippe leaves the hands of our craftsmen. 
You can call it pride. For us it lasts a moment: for you, 

a lifetime. . y ' 

We made this watch for 

-you ~to be part of your 

life - simply because this 
is the way we've always 
made watches. 

And if we may draw a con- 
clusion from five genera- 

tions of experience, it will 

_ be this: choose once but 
choose well. 

A Patek Philippe - 
because it's for a lifetime. 
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worlds. Customs, practices and tra- 
ditions differ from nation to nation, 
from business to business. To take 
maximum advantage of opportuni- 
ties in international business, you 


_need a bank that bridges these dif- 


ferences — without losing sight of 
the individual features of client and 
marketplace. — 

The -Deutsche Bank Group's 
international network puts the 
experience and expertise we have 
gained as Germany's largest com- 
mercial and investment bank to 
work for your business, linking local 
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take some handling. 


Our computers have g 


Every day brokers around the world on over ten thousand computer terminals access The Stock Exchange TOPIC system for the latest share prices 
and financial information. To handle traffic that has tripled since “Big Bang" the AEG subsidiary MODCOMP has developed a network of fast 


response computers that works round the clock, 365 days a year. 


Innovative technology from AEG. Here’s more: 


AEG was responsible 

for the electrical instal- 

lations in South-East 
Asia's largest hotel and shopping 
complex (Marina Square, Singa- 
pore). Design and installation was 
carried out using the “Fast Truck 
Design Method” achieving a 
standard surpassing the IEC and 
British Standards requirements. 
The equipment involved included 
98 medium-voltage switchboards, 
27 medium-voltage transformers 
and 7 generators. 


Wherever controlling, 
H regulation, monitoring, 
positioning and record- 
ing have to be carried out the Logi- 
stat CP80 produced by AEG offers 
cost-effective and flexible solutions 
to problems. Our stored-program 
control system technology is used 
throughout the world, e.g. in the 
laundromat in the White House, the 
lift control system in the Moscow 
television tower and in basic indus- 
tries plants in China. 
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Modular Computer Sys- 
tems, Inc. (MODCOMP), 
tong a leader in real-time 
computing, is a recent AEG acqui- 
sition. In factories, science labs, 
industrial test facilities, communi- 
cations, power generation and out- 
erspace MODCOMP is tracking the 
present with split-second accuracy 
while developing real-time 
systems for the 21st Century. 


Headquarters: AEG Aktiengeselischatt, Z 15, Theodor-Stern-Kai 1, D-6000 Frankfurt 70, West-Germany 
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AT Compatible On 
The Market Today” 
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ICHOICE 


Recently, PC Magazine awarded 
the AST Premium/286™ with 
their Editor's Choice. Award 
for its “winning price/per- 
formance combination? 
We weren't surprised. 
When we designed the 
-Premium/286, we built in uncom- 
promising compatibility, speed and 
power. But, that’s not all, We also 
built in a commitment to quality. The 
me quality that has been the 
trademark of our complete line of 
xceptional enhancement and 
communications products. 
< And, even though we weren't 
surprised at PC Magazine's award, we 
_ do consider it an honor. After all, the 
AST Premium/286 had only been in 
volume shipment for 10 months. 
So, when it comes time for you 
to make a decision about buying a 
ersonal computer, you might want 
member what PC Magazine had 
y about the Premium/286. 
“The Premium/286 is without a 


wa 


“AST Research (FE) Ltd, (Marketing & Support Division) 
Citicorp Centre, 18 Whitfield Road, Causeway Bay, Hong Kong. Tel: 5-71 
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doubt the best-looking and best- 
performing system with a 10-MHz 
rating. Its quality makes its price a 
bargain.” 

“The most elegant variation on 
the basic AT chassis...the machine 
should complement any office, 
including the CEO's.” 

“Workmanship is clearly top- 
notch.” 

“The AST Premium/286 uses a 
unique memory configuration to gain 
top honors in RAM access time.” 

“Overall, the AST Premium/286 
rates as what may be the best- 
designed and built AT compatible on 
the market today. Others may come 
only faster, not better.” 


7223 Telex: 48532 ASTFE HX. 
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By Alan Sanders in Ulan Bator 


golia seeks to extend 
its . diplomatic “and 
economic contacts 
; i with the outside world 
E a — and there is grow- 

PE SMA ing evidence of a new 
iE IN fw drive in that direction 
_—— its geographical position between the 
‘Soviet Union and China obliges it to deal 
with its neighbours first. Politically and 


+ 















golia, as it used to be 
called, freed itself 
from centuries of 
domination by the 
Manchu Qing dynasty 
in: 1911, it enjoyed 
only >a shortlived 
| period of ‘autonomy. 
When Chinese troops 
returned. in 1919, it 
proved possible for 
< Nationalist partisans to 
expel them only with. 
the help of Bolshevik 
troops from Soviet 
Russia. In 1924, the Mongolian Peo- 
ple’s Republic was proclaimed. 
‘Mongolia’s new leaders sought mili- 
tary and economic alliance with the 
Soviets and pursued a domestic policy 
not dissimilar to that being followed by 
_ Moscow at the time. Diplomatic rela- 








“tions with China were not established 


until 1946, when the nationalist govern- 

_ ment recognised the results of a Mongo- 

- lian plebiscite in favour of continuing in- 
dependence. Three -years later, Ulan: 
Bator established diplomatic relations 
with the communist government of Mao 


Zedong. Mongolia reaped important 


economic benefits from this new re- 
lationship, though its pro-Soviet tilt 
remained essentially unchanged. 

The breakdown in Sino-Soviet rela- 
tions in 1959-60 left Mongolia facing a 
hostile southern neighbour once again. 
The Chinese contract labourers work- 
ing in Mongolia. quit, their projects 
unfinished. As the Sino-Soviet war of 
words. degenerated into military con- 
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Looki ng 


However much Mon- 
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beyond th 


der. 


served to intensify 
traditional distrust of China’ an 











gather them even more firmly into the 
embrace of their “northern brothers.” 
A new Soviet-Mongolian treaty. pro- 
vided a renewed. guarantee: of Mon- 
golia’s defence. The economy became 
integrated into the development: pro- 
grammes of the Eastern bloc economic 
grouping, Comecon. 

Soviet leader Mikhail: Gorbachov’s 
“new thinking” in foreign: policy has al- 
lowed Soviet bloc countries greater flex- 
ibility and stimulated the beginnings 
of a new relationship with China, 


exemplified by the partial withdrawal of | bo 


Soviet troops from Mongolia. The Mon- 
golian Government welcomed the with- 


‘drawal, which began in April 1987 and 


was completed in June. One Soviet 





relations remain the key to the future 


he steppe 


frontation, Mao’s hints that Mongolia 
should be “returned to the motherland” 
led to the stationing of Soviet troops in 
Mongolia at the Mongolian Govern- 
ment’s request and there were several - 
incidents on the Sino-Mongolian: bor- 


There are about 1.9 million people in 
the Mongolian People’s Republic, but 
about 3 million of the approximately 18- 
million strong population of Inner Mon- 
golian is ethnic Mongol. China’s Mon- 
gols suffered particular persecution as 
the waves of the Cultural Revolution 
(1966-76) swept the grasslands of | 
Inner Mongolia. These events. only 
the Mongol’s 
to 


=, tacts with Third World and Western gov- 


Union would still h di- 
visions in Mongolia. ould with- 
draw them as well. Mongolian leader 
Jambyn Batmonh’s response was that 
Mongolia was grateful Soviet units were | 
still guarding socialism in Mongolia. 
Mongolia has in fact begun a nèw 
poem of rapprochement with China, 
ut is proceeding with caution. The first 
fruits include a rade agre 
ment, consular 
some minor impre 
air links and exchange: 








-have not paid official 
its to one another. 
China didnotsenda 
delegate to the’ U 
“ Bator’ conference 0O 
Asian-Pacific com 

© munist parties in 1987, 
saying thatthe time. 
was not’ ripe for re- 
establishing party-to- 
party relations. Until 
there is a new lead 
from Moscow and Pe- 
king, Sino-Mongolian:. 
relations are “‘like-. 
to ‘remain at a> 
nevew relatively low but prac 


tical inter-governmental level. 

B: significantly, the Tibetan riots were 
‘not reported in the Mongolian re 

public, whose press. is under govern 


y 

è non-reporting of th 
that. Ulan Bator was an- 
upset Peking now that 
` its- southern neigh 
on .a more’ even, keel, 

differences with Peking 















Mongolia has had considerable suc- . 
cess in recent years in building up con- 





ernments. The establishment of diplo- 
matic relations with the US at the begi 

ning of 1987 brought to a satisfactory end 
a long period of wavering on both sides, 
but so far has done nothing more than 
add another country to the iat of 100 or 
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so which have recognised Mongolia. 

The relationship was bedevilled for 
many years by US recogni of 
Taiwan, which laid claim to Mongolia as 
part of China. Mongolian-US diploma- 
tic relations are part of the broader 
rum of power politics in Asia. 







The Russian word 





However, despite Mongolia’s range A pamon (openness) 
of diplomatic ties, its linkage with the oy as become well 
Comecon grouping — evidenced by the 7h known $ Mongolia 
fact that only 4% of its trade goes out- | LY from thẸ'speeches of 





side the eastern Bloc— means it has few 
resources to devote to cultivating West- 
ern or non-aligned contacts. While it en- 
joys good relations with countries such 
as India and occasional cultural ex- 
changes, there is little activity in the re- 
lationship at an official level. 

Mongolians are naturally wary of 
China, worried in the long run they 
could go the same way as their brothers 
in Inner Mongolia, now a minority in a 
Han-dominated autonomous region. It 
is only four years since Ulan Bator ex- 
pelled several thousand Chinese citi- 
zens — probably about a third of the 
total — who were accused of blackmar- 
keteering and other economic mis- 
demeanours. Expulsions probably only 
stopped as a result of pressure from the 
Soviets anxious at the time to improve 
their relationships with Peking. 

The nationalistic rumblings in Soviet 
Khazakstan -are rather more remote 
both in geography and kinship. How- 
ever, the situation there, asin Tibet, can 
only serve to remind Mongolians that 
they are the sole central Asian nation 
not to have been swallowed up by the 
Chinese or Russian/Soviet empires: 
constant vigilance is needed to main- 
tain that status. Ulan Bator may take 
advantage of a combination of glasnost 
(openness), better Sino-Soviet relations 
and rumblings of central Asian 
nationalisms to work gradually to open 

an 
o 





I from i 
PEN A Mikhail Gorbachov, 
UIN Xe \ which are reprinted in 
LY NEES the local party news- 
paper Unen. But the actual practice of 
what Mongolians call i/ tod is still very 
limited, compared with the lively media 
comment now seen in the Soviet Union. 
In his address at the Bolshevik Revolu- 
tion anniversery celebrations in Mos- 
cow in early November, Mongolian Pre- 
sident Jambyn Batmonh spoke of the 
enormous impact of the “spirit” of re- 
structuring on the oan People’s 
Revolutionary Party (MPRP). 

But while he spoke of the broad sup- 

rt the people had given to the deve- 
opment of democracy and glasnost, for 
the time being, movement in this direc- 
tion is along narrow and well-defined 
lines and several areas remain strictly 
off-limits for public debate. 

About 51% of Mongolia’s formerly 
largely nomadic people now lives in 
urban areas. And many spend a large 

art of their non-working time queuing 
cause of shortages of basic consumer 
goods and foodstuffs. Population pres- 
sure on major cities such as Ulan Bator 
— where the filthy, unfiltered smoke 
from power station and factory chimneys 
hangs over the valley — has forced re- 
strictions on further urban resettlement. 

Those in the major cities suffer from 
power, transport and water shortages; 
some urban communities, still housed in 
small traditional yurts (tents), have to 
go to collection points for drinking 





























up relations with countries other t 
the Soviet Union. 


hase" 


Glasnos gathers 


s% à m 
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support 


despite limits on debate 


water. Problems with alcohol have re- 
sulted in the authorities restricting sales 
of vodka; in Ulan Bator sales were ban- 
ned in September to make sure a labour 
force was available during the key har- 
vest period. 

In the country, herdsmen maintain a 
semi-nomadic way of life, but since the 
1950s collectivisation, have been based 
around permanent brigades which pro- 
vide access to basic facilities, including 
education. The attractions of a relative- 
ly easier life in the city continue to cause 
problems for the authorities, however. 
And Mongolia’s people, especially the 
young who are better educated than their 
parents, are becoming more aware of the 


spirit of change and outspoken in their de- * 


mands for real openness in their society. 

Mongolia is still hearing the echoes 
from an important meeting of the cen- 
tral committee of the ruling MPRP held 
at the.end of June at which Batmonh, 
who is also party general secretary, 
warned people against the “serious de- 
lusion” of believing that the planned re- 
structuring Gorbachov’s other 
codeword, perestroika — of the country’s 
economy could be effected without 
much trouble. “The introduction of any 
new idea as a rule comes up against 
some obstacle or another. We shall not 
only have to overcome the difficulties 
connected with the transition to new 
economic methods,” he added. “A 
great deal of work will also have to be 
done to restructure people’s old way of 
thinking.” 

The main report to the central com- 
mittee meeting, delivered by Premier 
Dumaagiyn Sodnom, dealt with ways of 
raising the efficiency and quality of ag- 
ricultural and industrial production to 


1| enable the “urgent” improvement in 


|| the supply 


of consumer and 


foodstuffs, more housing, and health 


-| and education services. 


Both Sodnom and Batmonh had lists 
of deficiencies to be made good: losses 
of livestock and crops, long delays on 
building sites, unused industrial capa- 
city, and uneconomical consumption of 
raw materials and power. Many fac- 
tories and farms run at a loss, only sur- 
viving thanks to allocations from the 
central budget or bank credit. More- 
over, there are able-bodied unem- 
ployed in provinces which are short 
of livestock herdsmen. 

“The basic shortcoming of our sys- 


‘| tem of economic management and plan- 


ning,” Sodnom said, “is over-centralisa- 
tion and the imposition on primary e 
iate 


M | duction units of numerous interme 





gross production tarpo” The key to 
the restructuring of Mongolian econo- 
mic management lies in limiting the 
functions of the State Planning Com- 


mission to general capital investment 
Policy. 

In future, the commission’s annual 
and five-year state plans will cover a 
much more limited range of indicators 
directly linked to end results. Ministries 
and state committees will be left to de- 
cide on such matters as the purchase of 
machinery and equipment. 

Meanwhile, provincial and town ad- 
ministrations and factory managers will 
have much greater autonomy in handl- 
ing construction and production mat- 
ters, but will be financially accountable 
for making a profit. Performance will be 
judged by the fulfilment of export or- 
ders and sales contacts. The system of fi- 
nancial autonomy will be developed at 
the work-team level to encourage work- 
ers to reduce raw-material consumption 
and improve productivity and product 
quality. 

Beyond saying that party ideologists 
and the media had to make the “struggle 
for quality and efficiency” everybody’s 
business, Batmonh gave little indication 
of any other incentive, though he added 
that the recently developed practice of 
electing some factory and shop mana- 
gers and team-leaders “raised the re- 
ny: of the labour force “for the 

al results of its activity.” 


wae use of glasnost — albeit, narrow- 
ly defined by Mongolian leaders — 
is seen in the more relaxed approach to 
negotiations in international political 
and economic affairs. This is enabling 
Mongolia’s “middle-management” — 
the civil servants who offer courses of 
action to the top policymakers — for the 
first time to make new and much closer 
studies, often through personal contact, 
of Western thinking and methods in 
such fields as international business 
practice. 

As far as the Mongolian media are 
concerned, however, il tod has not 
changed much. Aspects of it figure 
es in publicity about private hous- 
ing development, private ownership of 
livestock and the selling of milk and 
vegetables for profit, as well as the or- 
ganisation of what are called “labour 
companies” of private individuals mak- 
ing clothing, footwear and household 

ood 


s. 

All of these developments have an 
important role to play in raising living 
standards and improving public ser- 
vices. People write in to the newspapers 
to complain about break-downs in the 
urban central-heating system, or to 
draw attention to instances of environ- 
mental pollution or industrial misman- 
agement, and the officials concerned 
are obliged to ely. 
Despite il tod some aspects of Mon- 
= past and present policies are not 
ing discussed. As in the Soviet Union, 
there was a period of the “personality 
cult,” for example, with the execution 
and disappearance of political and mili- 
tary leaders and intellectuals; there was 














; Batmonh: planned restructuring of economy. 


the virtual destruction of Buddhism and 
enforced collectivisation; but as yet no 
one is publicly questioning the fre- 
uently rewritten official accounts of 
these events. Much of the truth about 
the 1921 revolution itself has still to be 
told in new, unbowdlerised histories. 

No one questions in public the wis- 
dom of the party’s policies or its leader- 
ship, though the Leonid Brezhnev-like 
lassitude of Yumjaagiyn Tsedenbal, de- 
posed in 1984 after some 40 years as 
party leader as well as premier and pre- 
sident, is responsible for many of the 
shortages the eo people are suf- 
fering today, not least the lack of real 
knowledge of the outside world. , 

Foreign newspapers, magazines and 
books can be bought in Ulan Bator, but 
they are limited to Pravda and other 
pomes of the communist parties of 

astern Europe. There are no US or 
British newspapers, and the world re- 
ports published in the Mongolian media 
generally regurgitate the Kremlin’s 
views as distributed by Tass news- 
agency. 

Politburo member Bugyn Dejid said 
in July that the process ofthe deepenin 
of glasnost and democracy which ha 
begun in Mongolia was “only one step 
along the road of intensive socialist 
development.” He added: “It is really 
good when workers, herdsmen, the in- 
telligentsia and ordinary citizens openly 
criticise shortcomings in work and put 
forward their own businesslike propo- 
sals . . . Ensuring glasnost in party and 
state activity is a mechanism for 
reas gee. the unity of the party and 
people . . . and for struggle against con- 
servatism, formalism, bureaucracy and 
red tape.” 

The younger Mongolians are quite 
open in their demand for real glasnost 
and democracy as their right. They will 
not be fobbed off with the substitution of 
a public forum for party policy on eco- 
nomic issues and the criticism of incom- 
petent factory and farm managers. 

— Alan Sanders 





Economic 
realism 


For too long, deve- 
lopment of Mon- 
olia’s economy has 
x en based on un- 
PERAN] realistic plans for con- 
7 “ee stant gradual growth 
PSX \ of gross production in 
Y PSY agricultural and in- 
dustrial sectors of low productivity. 

In agriculture, overgrazing and old- 
fashioned cultivation techniques must 
be replaced with more modern 
techniques to stem extensive soil ero- 
sion. And there is a need for intensive 
investment in infrastructure, because 
key agricultural processing enterprises 
have been sited in urban areas rather 
than in outlying livestock production 
centres. 

As for the industrial sector, in order 
to develop export markets, industry 
must focus on producing high-quality 
goods, even if output levels are at first 
relatively low. In addition, new exper- 
tise is required in export marketing and 
advertising, and in promoting tourism 
— potentially a big earner but 
hamstrung by a lack of imagination and 
complacent servicing of small -num- 
bers of short-term visitors paying in 
hard currencies. 

Moreover, both tourism and export 
trade suffer from a shortage of good 
transport routes. Trans-Siberian air and 
rail links are irregular and bureaucrati- 
cally run, and relations with China have 
not yet improved to the point where 
travel facilities: between Peking and 
Ulan Bator meet demand. 

The key to improving Mongolia’s 
balance of trade lies in the fuller and 
more efficient use of the enterprises 
built there by the Soviet Union and 
other Comecon countries, the raising of 
product quality to international stan- 
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dards and the more rational use of capi- 


Vice-Premier Myatavyn Peljee, who is 
sesponsiie for Mongolia’s relations 
with Comeco 


n. 

Peljee told the REVIEW that factories 
must observe international technical 
standards and also increase work shifts 

-to reduce idle standing of expensive im- 
ported plant. 

In Peljee’s view, there must also be 
better control of the system used by en- 
terprises and foreign-trade organisa- 
tions to order imported goods, so as 
to prevent factories and warehouses 
stockpiling large quantities of machin- 

ery and equipment ahead of require- 
ments. La a is partly a natural 
reaction to the very long delays — 
sometimes several years — in deliveries 
of imported equipment, and the tenden- 
of some suppliers to dispatch incom- 
plete sets of equipment. 


uie of Soviet industrial and 

agricultural machinery and equip- 

ment to Mongolia in 1986 were valued 
at more than US$1 billion and ac- 
counted for more than 36% of all Mon- 
golian imports from the Soviet Union. 
Most of the balance was made we of oil 
and petrol imports, valued at US$284 
million, and textiles, consumer f eae 
and foodstuffs (US$118 million). About 
80% of Mongolia’s foreign trade is with 
the Soviet Union. 

While the efficiency of existing inter- 
national joint enterprises is to be en- 
hanced, Mongolia is keen to promote 
new joint enterprises in the extraction 

and processing of minerals, as well as in 

light industry for processing agricultural 

ials and also in intensifying 

agricultural production itself. For the 

moment, joint enterprises are run only 

with the Soviet Union, Bulgaria and 

Czechoslovakia and are limited to non- 
ferrous metal extraction. 

However, Peljee said that “competi- 


tal investment, according to Mongolian 
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associations — groups of enter- 
rises — and individ factories able to 
participate in international specialisa- 
tion and cooperation “must be drawn 
into foreign-trade activity and given the 
necessary rights” on an experimental 
basis. 

The Wilhelm Pieck carpet factory in 
Ulan Bator is an East German aid pro- 
ject which has been in operation since 
1971. It produces eee several 
hundred thousand m? of carpets 
made of Mongolian wool, most of 
which are exported to 
the Soviet Union and 
Eastern Europe. 

A few East German 
technicians monitor the 
operation of the ageing 
looms for the workforce 
of Mongolian women. 
The carpet designs, li- 
mited to those which 
can be made from the 
pattern-cards supplied 
with the looms, are 
mostly in old-fashion- 
ed European style and 
executed in muted 
colours. 

There is no direct re- 
lationship between pro- 
duction costs and sales. 
Wilhelm Pieck’s direc- 
tor said the factory is 
informed by the Foreign Trade Ministry 
whether the enterprise is profitable. 
Currently, it is said to be profitable 
(the Soviets alone buy Mongolian car- 
pets eit at about US$30 million each 

ear). 

A more modern export-oriented en- 
terprise in Ulan Bator is the Gobi 
cashmere factory, launched in 1979 with 
Japanese-made equipment given to 
Mongolia as part of war reparations. 
Special machines spin the cashmere hair 
into yarn which is then knitted into 
scarves and sweaters of indifferent qual- 
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ity. Some are sold for dollars in duty- 


free shops, but most of the factory’s out- 
put is exported to Japan. 

With ores and concentrates — cop- 
per, molybdenum and other non-fer- 
rous metals — accounting for some 45% 
of Mongolian exports and non-foodstuff 
raw materials and products of their pro- 
cessing another 25%, industrial manu- 
factures are a new field of potential 

rowth. Mongolia’s infant engineering 
industry, which has been making spare 
parts for Soviet-made vehicles for some 
time, is now beginning 
to manufacture lorry 
trailers. Productivity is 
still low, but some spare 
capacity is being used to 
make such metal con- 
sumer goods. 

A special govern- 
ment commission has 
been set up to coordi- 
nate production at 10° 
metal-working enter- 
prises, where output is 
expected by the govern- 
ment to rise by more 
than 25% this year. 

Besides the Ulan 
Bator Motor Vehicle 
Repair Works, which is 
expanding manufacture 
of vehicle spares, new 
specialised enterprises 
will help reduce the cost of maining 
foreign-made machinery. A tractor an 
agricultural machinery repair works to 
be built in Darhan, Mongolia’s second 
industrial city, in the next three years 
will make fodder crushers and mixers 
and wool-shearing equipment. 

A coal-mining machinery repair 
works is also planned, and Czecho- 
slovakia will expand the central repair 
works of the leather and footwear in- 
dustry. 

An electro-technical works to be 
built in Darhan or near the country’s 
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Scientific restructuring 


amsrayn Sodnom, 64, has been pre- 
sident of the Mongolian A 
of Sciences for only four months, but 


academy’s research work must be more 
and more efficient. Sodnom is 


State University and 
the State Committee for Higher Educa- 


cs Morey e have agreed to select 


science. “So we are working on these 
orientations 


p — electronics, au- 
tomation, bio’ , the creation 
of new materials. It can be said that our 
scientific research 


in Sir mbege roya 
pe Sheer 
Sodnom said Mongolia was begin- 


ning to make its own computers and at 
those from well- 


of 

physics, but in other fields, too: biology, 
— if only a little — and pro- 

duction control,” he said. 


On the use of atomic energy, Sod- 


analysis, 
tricity. “As far as nuclear power is con- 





-| cated near Darhan. This Bulgarian aid 


‘ |. pacity for nine months a year by 1990. 


< | supplies for the factory, but the plant’s 
| five packing lines preserve such: im- 

















t opencast- copper mine at Erdenet 
is to make cable, electric motors, elec- 
trical consumer goods, and wind, water 
and solar-energy plants. Meanwhile, as- 
bestos products for the engineering in- 
dustry will be produced near an asbestos 
deposit in the Lake Hovsgol area, in the 
northwestern part of the country. 

In agriculture, production of pre- 
served vests has begun for the first 
time in Mongolia at Sharyn Gol Fruit 
and Vegetable Industry Association, lo- 






«| project, which took 10 years to build, 
+4 should produce 900 tonnes of preserves. 
| this year and will be working at full ca- 


: -There is a:lack-of good quality and-a 
. shortage of locally grown. or produced 


| ported foodstuffs as cucumbers, to- 
“matoes, soups, soft drinks and baby- 
food 


ivestock and its byproducts still ac- 
count for 15% of Mongolian exports, 
but the sector remains in the doldrums. 
Herds total around 22:6 million héad, 
compared with the long-term plan of 25 
million, and young animals surviving 
from, birth in 1987 number about 8.5 
million, nearly 1 million short of this 
year’s target. As in industry, the drive is 
for higher productivity, with the em- 
phasis on increasing numbers of female 
stock — especially cows — and raising 
the ratio of newborn young to females. 
There is a special need to build fod- 
der stocks and improve veterinary care. 
of Anew agricultural science council was 
| set-up in September under the chair- 
‘manship of a deputy minister of agricul- 
ture with a view to tackling such prob- 
lems. Meanwhile, ‘the minister, Shara- 
vyn Gungaadorj, has been promoted to 
vice-premier. = 
_ Most of Mongolia’s livestock, nearly 
16 million head, is owned collectively "| 








cerned, I am in favour of it being used in 
our economy as well.” Sodnom added 
that Mongolia was studying the ase of 
atomic energy for producing hot water 
for district heating systems. ~ 
“A number of our. institutes are 
working on renewable say like pe 
energy, wind ene: d biogas. But 
uaforteustely, the level of the technol- 
is such that it is not possible to ob- 
high power levels,” he said. 
` Sodnom agreed that the rural popu- 
lation of Mongolia was tending to drift 
into the towns, where life was easier and 
services and entertainment oppor- 
tunities greater. “We want to improve 
conditions in rural areas mainly to stop 





young people from leaving and to em- | — 
sure 


at rural inhabitants have roughly 
the same cultural: facilities as urban 
+ Alan Sanders 
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Faithful to the traditional art of watchm 
king, each watch is still assembled, pe 
ished and finished by hand by the indiv 

dual watchmaker. 


‘| In all, only four ladies’ watches and si 
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„and numbered, leave our workshops at 
the end of the day. 
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embers of rural “production associa- 
ns,” of which there are 255, tl 
some 5 million animals are privately 
wed. - yt ae E 
One of the country’s biggest produc- 
“tion associations, at Hujirt in the north- 
n part of oorhang y province in 
entral Mongolia, has 120, 
which 90,000 are sheep and goats, as- 
siation chairman Damdinpurev sa 
Some 2,000 of the association’s popu 
_ tion of 8,000 are engaged in raising live- 
stock, including pigs, which like ‘the 



















enced steppe. © 
The territory 
ceeds 400 km2, and the herds of horses, 
‘cattle, sheep and goats are tended by 
“small groups of herdsmen living in many 
eases very far froni the association’s 
headquarters. The association has two 
secondary schools, with 2,100 pupils, 
and runs its own construction, banking 
and medical services, 
Mongolia’s 52 state farms are the 
‘country’s main producers of cereals and 
‘other crops. The Harhorin State Farm, 
in northern ,Ovorhangay province, is 
_ larger than average and has an extensive 
rrigation installation, initially built by 


































Ar: source of irritation to In- 
donesian leaders is that in the past 
many: aspects of the: Indonesian Gov- 
ernment’s policy. towards Asean have 
_ been misinterpreted by observers, par- 

ticularly those outside the region: Their 
conventional wisdom -is . that from 





























president Sukarno — have pursued a 
cooperative. approach, but with the 
same ultimate end. From this analysis, 
any policy adopted by Indonesia within 
the framework of Asean cooperation 
could be- construed as just another at- 
“tempt to dominate, or at the very least 
- toassertitself, within Asean. 
x Indonesia’s support for the concept 
of a Zone of Peace, Freedom and Neu- 
< trality (Zopfan) in Southeast Asia has 
sometimes been interpreted. to mean 
that with the departure of the super- 
-spowers — Jakarta’s condition for Zop- 
fan — Indonesia would have a freer 
hand to ‘assert itself in the region» In- 
donesia’s unwillingness to: agree to a 
i ed at the Asean 
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000 head, of ` 


-other animals, run loose around the un- 


_of the association ex- 













indonesia’s foreign policy 
and Asean solidarity | 












whois a candidate member of the ruling 
Mongolian People’s . Revolutionary 
Party's (MPRP) central committee, said 
the farm has a population of 13,000 peo- 
ple, raises about 100,000 head of live- 
stock (mainly sheep) and grows wheat, 
barley, vegetables and sunflowers, The 
farm grew 30,000 ha.of wheat in 1987 
and obtained a yield of 15 quintals (met- 
ric hundredweight) per ha —. slightly 
more than the current national average, 
but very low by West European stand- 
ards. ye 
~ ‘Mongolia is interested in raising 
yields and productivity in grain produc- 
tion and livestock rearing, andis keen to 
have the biotechnology that such:coun- 
tries as*Britain can offer. However, 
there-are serious constraints from the 
limitation of Mongolia’s hard-currency 
“eserves. In the short term, only rela- 














-of new . trade 














nali ; jects are 
generate enough dollars; yen 


like 
Deutschemarks and pounds to gain ac- 


cess tò Western skills. The long-term 
issue is whether. Mongolia will decide to 
accept Western partners. in joint ven- 
tures: and can persuade. its Comecon 
partners to agree.to.a much larger pro- 
portion of total foreign trade than the 
4% now going outside the bloc. 

British: businessmen who visited 
Mongolia recently concluded contracts 
valued at about 
RE ee and believe there is “a lot- 
o 


turnover with Britain is about US$3 mil- 
lion, of which two-thirds are imports. 
In Comecon itself, there has been a 
growing awareness of the need to boost 
the Mongolian economy to the level of 
other members. In September, Vila- 
dimir Dolgikh, Soviet party secretary. 
and candidate member of the politburo, 
visited Ulan Bator for talks with Presi- 
dent: and MPRP General Secretary 
Jambyn Batmonh. about the develop- 
ment of Soviet-Mongolian economic co- 

operation and raising its efficiency. 
— Alan Sanders 














Dewi Fortuna Anwar | 





Summit in 1976 was cited as an example 
of its negative attitude. At the same 
time, President Suharto’s proposals on 
energy and primary commodity agree- 
ments were seen as a high-handed at- 
tempt to dictate to other Asean states 
which areas of cooperation would be ac- 
ceptable to Indonesia. 

However, Indonesia has played a 
positive role in Asean. As the largest 
member state, Indonesia could halt 
Asean cooperation or even bring about 
its disintegration by merely withholding 
support. Or, Indonesia could demand 
preferential treatment from smaller 
members as the price for its cooperation 
and good behaviour. That Asean has 
survived for two decades as a viable re- 
gional association, in contrast with its 
precursors, could be largely attributed 
to Indonesia’s policy of restraint within 
Asean. 

For Indonesia, Asean serves.impor- 
tant political and security purposes 
which are closely related to the nature 








Dewi Fortuna Anwar is a staff research- 





al Studies, -Indonesian Institute of 
| Sciences. : a 
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of the New Order government: The exist- 
ence of Asean as an. intra-regional 
forum is of greater: importance to In- 
donesia than.the. actual content of 
Asean cooperation. = 

Up to now; the Indonesian political 
elite has generally believed that Asean 
serves to allay ‘suspicions and distrust 
among Indonesia’s neighbours about its 
intentions. If Indonesia- were to sud- 
denly withdraw its support from Asean, 
it is argued, the goodwill which it has 
built up over the past 20 years would 
evaporate, with negative implications 
for the region’s stability. 

Before the founding of Asean, the 
region. had. been seen. to be. full of con- 
flicts and: tension. Over: the..past. two 
decades, however, despite the conflict 
in Indochina and:the refugee problem, 
the Asean region has often been cited 
as a shining. example of. stability and 
development compared. with other 
developing regions.. Indonesian. lead- 
ers are on the whole. conscious of this 
fact. 

For Indonesia, an important political 
role of Asean is the concept that the 
security and stability.of the region are 
the primary -responsibilities of the 
member states. themselves. The aim isto 
reduce dependence -on ..external.: mili- 
tary - powers. Sukarno’s aggressive 
nationalism, which sought to end:col- 









-onialism: and<neo-colonialism: in the. 


world in general, and in the region in 
particular, was in part ter-produc- 


0 defence 


tential” in the Mongolian market, | 
in the longer term. Current annual trade ` 
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arrangements with outside TS. 
Only through ration in a re- 
ional association such as Asean could 
ndonesia hope to convince its neigh- 
bours that they need not fear a military 
threat from Indonesia, nor need extra- 
regional military alliances. 

Recent differences among Asean 
states about solving the Cambodian 
issue have sometimes led to doubts over 
the commitment of the Indonesian mili- 
tary towards Asean. But the Indonesian 
military has a basic interest in the con- 
tinuing viability of Asean which focuses 
on two major strategic considerations. 
First, the military in Indonesia believed, 
and continues to believe, that the most 
effective way of defending the far-flung 
archipelago is ay fostering a ring of 
friendship around Indonesian territory. 
The second consideration in nurturing 
friendly relations with immediate neigh- 
bours is to prevent their territory from 
being used as bases for launching at- 
tacks against Indonesia, though this 
consideration is becoming less impor- 
tant. 

Without an immediate external 
threat, the Indonesian Government has 
been able to avoid heavy military ex- 
penditure, and concentrate on domestic 
economic development and countering 
internal subversion, still seen as the 
most immediate threat to the country. 

Despite Indonesia’s commitment to 
Asean and to sustaining its viability, its 
attitude towards Asean has also been 
characterised by a certain ambivalence. 
That ambivalence may increase rather 
than diminish in the future because of 
differences between Indonesia and 
some Asean members in the perception 
of external threat and the differing 
levels of economic development among 
them. 


Donca in the perception of ex- 
ternal threat came to a head after the 
Vietnamese occupation of Cambodia in 
1979. This has put a strain on Asean sol- 
idarity, and in the Indonesian military 
has raised questions about whether 
Asean’s Cambodia policy is in the long- 
term interest of Indonesia. Thailand 
and Singapore both see Vietnam as the 
immediate threat, leading Thailand to 
side with China to oppose Vietnam, 
whereas Indonesia regards China as the 
main threat in the future and sees Viet- 
nam as a buffer against possible Chinese 
expansion. Despite the divergence, 
there is no question that Indonesia 
would jeopardise the future of Asean 
because of Cambodia. 

Indonesia's unwillingness to open its 
market to Asean trade has often been 
blamed for the slow pr towards 
Asean economic cooperation, While In- 
donesian officials have often voiced the 
need for improved Asean economic co- 
operation, they were usually thinking of 
a different type of cooperation. 

The industrially more developed 
members have been impatient to exqhoit 
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the Asean market, of which Indonesia 
comprises half in terms of population, 
while Indonesia wants to have time to 
develop its own industries, with help 
from other members. Concessions from 
both sides are needed — Indonesia wor- 
ries that its market will be swamped, 
and the others have no use for industries 
whose products they can not sell. 

The problems are far more substan- 
tial than Indonesia’s industrial back- 
wardness; many Asean countries are 
competing for the same international 
commodities market, such as palm oil, 
rubber and coffee. À 

The New Order government has pur- 
sued a protectionist rice policy, but the 
goal of self-sufficiency has long been the 
dream of Indonesian leaders, not only 





because of the huge task of feeding 
a large population, but because the 
majority of Indonesians fo gg on ag- 
riculture for their livelihood. Repuieing 
the source of their livelihood when al- 
ternative no ak oa is limited would 
place an intolerable burden on the gov- 
ernment. 

In the newly developed industrial 
sector, the problem is not merely econo- 
mic but also political and structural. In- 
donesia’s government protected indus- 
try has mostly been dominated by a few 
major business groups which have no 
reason to give up their privileges volun- 
tarily. The medium- and small-scale in- 
dustries, which have not enjoyed as 
much protection, have been made 
uncompetitive because of these 
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monopolies. A full opening of the In- 
donesian market will have to wait for 
major structural changes because of the 
close link between business and politics. 


he future of Asean and the region pri- 

ate role for Indonesia in the region 
are to a degree linked. There has been 
an increasing feeling in Indonesia that 
the basic cause of Asean’s inefficiency is 
its loose structure, which delays deci- 
sion-making and makes the monitoring 
of activities difficult. Not all members 
agree on this issue. A common fear is 
that a strong Asean central secretariat 
could impinge on the sovereignty of 
member states. More importantly, 
there is an unarticulated fear that a 
more centralised structure would en- 
able the bigger member states to play a 
more dominant role than in the past. 

Indonesia’s role in Asean has so far 
been characterised by a low foreign-po- 
licy posture. While there had been a 
general consensus on the necessity of 
such a stance in the past, there is grow- 
ing questioning of the appropriateness 
of maintaining a low-profile foreign po- 
licy in the future. Some have begun to 
feel that it is time Indonesia played an 
international role more commensurate 
with its size. These people believe that 
Indonesia has achieved sufficient inter- 
national credibility and has proven its 
goodwill towards neighbouring coun- 
tries for sufficiently long that a more as- 
sertive foreign policy will not be im- 
mediately suspected as a return to belli- 
cose foreign policy. 

Also, there is now a younger genera- 
tion which do not remember the 
traumatic days when Indonesia had a 
confrontationist foreign policy which 
resulted in international opprobrium 
and isolation. Some of these younger 
people have begun to think about the 
times when Indonesia was a leading 
light in Third World movements. 

Exercising self-restraint in Asean 
has not been difficult for Indonesia be- 
cause it was felt to serve its immediate 
interests and, importantly, it did not 
create domestic strain. Tension, how- 
ever, could arise if its low-profile is per- 
ceived as being no longer wholly volun- 
tary. If Indonesians begin to feel that 
the country is following a course which 
it probably would not pursue if it 
were not committed to Asean, pressure 
might be put on Asean solidarity. 

The challenge for Indonesian foreign 

licy in the future is how to maintain a 

alance between an Asean policy which 
requires the goodwill and trust of the 
other members, and satisfying some of 
the internationalist aspirations of a 
growing number of the Indonesian poli- 
tical elite. The understanding of the 
other Asean members is clearly very im- 
portant, for without such an under- 
standing the more radical members of 
the Indonesian community would have 
an even greater cause for dissatisfac- 
tion. Oo 
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Business communications is a two-way street. 
Whether it’s back-and-forth between offices or 
departments or cities or countries, business 
efficiency depends on the quick and accurate 
_ exchange of information. There is someone who 
<: can keep you up to date about keeping up to date 
_— your IBM Authorised Dealer or System 
_ Remarketer. He’s got what it takes to help you 
_ with networking, electronic mail, and whatever 
else you want to do with communications. 




















_ The right training. All our dealers have been 
through rigorous training to make sure they know 


our equipment from the inside out. And we teach 
them how to teach you. 








The right service. The kind of service you’d 
expect from IBM. Every IBM Authorised Dealer is 
committed to keeping your equipment in top 
shape. Because we know how important that is to 
you. Z 
The right advice. The number of hardware and 
software choices is growing every day. The right _ 
dealer can make sure you have the best Zs 
combination to do your job right. Youll save  — 
money because you won't buy something you don’ i 
need, 
The right place. Your IBM Authorised Dealer i is : 
a professional who offers complete business 
solutions. He’s got the right products, the righ 
service and, most important of all, he’s got IBM 
behind him. 
















We're not in the computer business 


We're in the results business = 

















A HIGHER STANDARD: 
© ALL. NEW COROLLAS NOW COME WITH 
TOYOTA MULTI-VALVE ENGINES. 












Here is a blend of elegance and performance usually found only 
big, luxury cars. Thats because Toyota believes everyone shou 
enjoy the newest automotive advancements. And the latest examy 
of this thinking is the all-new Corolla. It has an elegantly round 





hape to be proud of. And the high output and efficient multi-valve 
ngine in all Corollas puts. their performance in far better shape. 
xpand your driving experience to new horizons with the all-new 

Toyota - = Worlds No. i producer of mulli-valve engines. 

















EXACTING STANDARDS Key components of 
every Cross writing instrument are machined to = 
_ the same degree of accuracy: one one-thousandth 
of an inch. Craftsman shown i inspecting 14 karat 
_ gold fountain pen. 


The result of over 140 years of 
dedicated craftsmanship in the art of 
creating fine writing instruments is Ţ 

_ teadily apparent in every Cross. 

Our writing instruments meet 
‘standards of care and precision that 
ate usually only reserved for the 

lie jewelry and time- 
pi ile there certainly are many 
_ other brands of writing instruments | 
» from which to select, there is only 
ieless design. Meticu- 


| to quality guarantees that a Cross 
possession is one for a lifetime. After 
al, at ; Cross, quali s forever.. 


Sho e: Our 14 karat rolled gold ball point pen and mechanical pencil. 
: _All Cross writing inst nfs are unquestionably guaranteed against mechanical failure, regardless of age. 

















Figo t ietiplary te teamwork. 

































PRECISION, CO-ORDINATION, COURAGE 
~ REQUISITES FOR SUCCESS - 


EGYPT, B.C. And down the Nile, stroke for stroke, the oared galleys 
raced. Competitive rowing was born. Today, rowing as a sport has reached 
Olympic Games status. Crews ranging from two to eight men, each using 
a single oar, display all that is best in teamwork, as they strive for perfect 





co-ordination. 

THE STROKE: Four 
separate parts go together 
to form a rowing stroke. 
-When combined a as a smooth, continuous sequence, the potential speed of the 











vessel is optimised. If any one part of the sequence is inefficiently executed, 
the entire motion breaks down. The four parts are called: the recovery, catch, 
drive and release. 

TIMING: The single most important facet of rowing is timing. Efficiency 
is maximised when force over distance is applied in the 
shortest possible time. A cadence of thirty-two to forty 


strokes per minute is achieved in competitive rowing. 





THE TEAM: The critical point in rowing 
is the even distribution of power amongst all i 
crew members. Harmony is all. The adage ‘pull- 
together’ was born of rowing. The team must have 
confidence in each other, practise a great deal together and learn team skills. 
Sheer strength is not enough. As in all team endeavour, competence and 
confidence are two sides of one coin. 
The ‘team’ Philosophy has been integral in the ascension of Westpac 
as Australia's world bank. To talk trade finance, foreign exchange, capital 
markets or project finance, contact Australias largest and most experienced — : 


banking and finance group. ae Westpac 









Suva, Sydney, Taipei Tarawa 'a Bairiki, Tokyo, Vil Wellington. 








Westpac ¢ Banking Corporation : Q oe LIU Ogilvy MWPOLSIER 











COGNAC OTARD 


The only cognac aged 
at the Chateau de Cognac. 









Otard 


X.O. 


au Château de Cognac 





















| bating the new draconian. Press Bill 



























© SO many investment advisers and 
broking firms with large staffs. of re- 
searchers were predicting that the bull 
market would run on well into 1988 
when the REVIEW ran its cover story (24 
September) suggesting that it was time 


to bail out, that the temptation to go on ~ 
d you so” is well-nigh over- 















saying “I told 
whelming. nnot resist quoting one 
stockmarket review of the week 12-16 
October: (during which Hongkong’s 
Hang Seng index dropped 99 points) 







sounding recommendation to buy: 
BUY ae 

~ BUYMORE ©. es 

. INCREASE WEIGHTING 

» FILL YOUR BOOTS 
BUY 


Within a week or so, the market fell 
by another 45%. Personally, I reckon that 
on 30 November, New York made up its 
mind about the weak compromise pro- 
duced by Ronald Reagan and the US 
Congress and the real bear market set in. 
@ ONE cannot believe all one reads in 
the press either. The heavyweight Lon- 
don magazine Institutional Investor 
came out in November with a special 
supplement on Turkey. The front page 
of this section featured a photograph of 
a busy urban thoroughfare at dusk, with 
the tite TURKEY: AN OPPORTU- 
NITY FOR TODAY. Unfortunately, 
the photograph was of Shenton Way in 


Singapore. 


è AN advertisement for a market in- 
formation service ran recently in the 
Australian Financial Review, under the 





_ headline: “How to See What’s Really 


Happening in the Market, in Real-Time.” 






As Michael Skully remar 


| fulness of the service appears to be in 


‘some doubt. The investor wants infor- 
mation on Minoil but gets details on 


= CSR—with only five buyers in the mar- 


‘ket. Mind you, it is 10:43 in the morn- 


ing, and he is Te asking about | 


the situation in the afternoon. 
© AS this edition of the REVIEW goes 
to press, the Malaysian parliament is de- 


vhich will allow the home minister (the 
portfolio is held by the prime minister) 








which concluded nevertheless with a re- - 


| 
| 
| 





| complete discretion to ban the distribu- 
tion or importation of any publication 
deemed likely to alarm public opinion. 
As reported on page /4, it also confers 
powers to fine and/or jail anyone who 
maliciously publishes false news (malice 
being defined as lack of evidence that 
those responsible took reasonable mea- 
sures to verify the truth of the item). 


on the bill will be somewhat higher than 
it was during a recent debate in the same 
august. chamber on the Agriculture 
Ministry’s budget estimates. In the 
course. of this session, a certain 
backbencher, Datuk Zakaria Abdul 
Rahman, suggested that Malaysians 


all seriousness (and I quote from the 
| parliamentary report in the Malay 
Mail of 19 November), Datuk Zakaria, 
a member of the ruling Barisan Na- 
sional, asserted that Vietnamese re- 
fugees with AIDS who drowned while 
crossing the seas on the way to Malaysia 
would be eaten by fish. The fish would 
then contract AIDS and humans con- 
suming such fish would also acquire the 
disease. The MP went on to suggest that 
the refugee camp on Pulau Bibong 
should therefore be closed down. 

@ THE Acquired Immune Deficiency 
Syndrome is causing problems to‘those 
uncertain whether aid (meaning assist- 
ance) should ever be used in the plural. 
The Tourist Aids Bureau in New Delhi 
might consider changing its name, for 
example, while sub-editors might be'ad- 
vised fo. avoid unfortunate headlines, 
such as this one spotted by Daniel 
Muthuswamy in the Indian Express: 


Aids distributed | 
to handicapped — 


@ JAPAN has its own, home-grown 








aholicism. Nevertheless, one feels a re- 
cent headline in one of Japan's English- 
language newspapers was guilty of slight 
exaggeration: 
| 
| 


| Tokyo Policeman Dies 
| After Working 25-Hr. Days 
© JOURNALISTS write all Sits of 


material, but it is rare to find one as hon- 











est as one employee of a Japanese news- | 


paper; his name card, handed to Rainer 
Thomm, reads: 


killer diseases, one of which is work- | 


[trust that the standard of discussion ° 


might acquire AIDS by eating fish. In | 


Et 
| Mentioned some of the completely 


intelligence) and containing ingredients 
which were new to me (kanbalkob and. 
sutabroozu). Roger Marlatte was simi- 
larly puzzled by an article in the 
Yomiuri Daily News which described — 
the traditional Japa: 
ing (takiya) of Shizuok 
night fish are lured b 
bright lights and 
Among the fish caugh 
according to the news 
black porgies a 

not even sure about 
but Marlatte 
lifetime's angl 
wily hemira 



















































e THE followin 























g, week (22 
dotty messages to be found on all sorts 
of objects. in Japan, particularly T- 
shirts. Examples keep on rolling in. Th 
from a packet of paper napkins: 


And this ‘collected by Rawlie 
Schnee; from a shoe box: 


Natural Actism, 
Just Slightly Ahead. 


© PRESUMABLY the. manufacturers 
of these biscuits wanted to imply they 
were just like those that mother used to 
make, but they got it slightly wrong: 


HOMELY cooki 
e THE Japanese love to coin new 
words, as Bill Purver remarks. He sends 
a wrapper of a new product made of puf- 


fed corn, which the Japanese manufac- 
turerselidedinto: a 























| YOSHINAGA KASHIWAGI 


STUFF WRITER 
THE NIKKAN KOGYO SHIMBUN, LTO. 
{THE DAILY INDUSTRIAL NEWS) 


RECENTLY (22 Oct.) I mentioned 
the peanuts served by.CAAC, China’s 
national airline which boasted extra- 
ordinary: qualities (boosting hildren’s 
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“Try Fukin with Your 


finished. eating the 
porn snacks, you might try washing the. 
dish with a new product brought out bv 
Houkoku Manufacturing Co.-— a dish- 
cloth which kills off bacteria. The Ja- 
panese word for dishcloth is fukin and 
so the new product is-called Cerami 
Fukin. A good- sales Slogan might be 
shes.” 
































SOUTH KOREA 


The vital young voie 


Kim Young Sam may win with youth support 


By John McBeth in Taegu and Seoul 


ith only two weeks before South 

Korea votes for a president, oppo- 
sition Reunification Democratic Party 
(RDP) leader Kim Young Sam looks to 
have his head in front, not because of his 
charisma or even his policies, but be- 
cause a startling number of middle-class 
South Koreans simply appear deter- 
mined to vote against the government 
and put an end to what they perceive as 
military rule — and still have a presi- 
dent who will not rock the boat too 
much. 

Looming large in this category are 
voters in the 20-40 age group, who re- 
present 58% of the total 25.8 million 
eligible voters. Indeed, those between 
20 and 36, who are being given their first 
opportunity to choose a head of state, 
number 12.6 million, or 50% of an elec- 
torate that has grown by 9.9 million 
since the last presidential race in 1971 
when incumbent president Park Chung 


Hee narrowly defeated dissident Kim 
Dae Jung. 

Most important, many of those same 
young people live in Seoul, which with 
its 6.4 million voting population is 
widely regarded as the crucial area in 
what is likely to be a perilously close 
election defined to some extent in other 
parts of the country along regional lines. 
Asked at a recent rally what was ruling 
Democratic Justice Party (DJP) candi- 


temperatures on Seoul's Yoido Plaza 
on 29 November — the largest election 
rally in the capital’s history and one that 
Kim Young Sam will try to match on 5 
December. 

Tens of thousands of supporters 
marched from the rally site to the cen- 
tral City Hall Plaza in yet another dem- 
onstration of the way South Koreans are 
relishing the freer political atmosphere. 
For Kim Dae Jung himself, it was a 
major triumph — and a defiant signal to 
the two front-runners — after a weary- 
ing trek through the  rainswept 
Kyongsang heartland where he ranks 
the lowest in popularity polls. 

It has also no doubt hardened his re- 
solve to stay the course. Now that he has 
a party behind him, joined by people 
with national assembly ambitions and 


date Roh Tae Woo’'s biggest worry | financial support, he will find it increas- 


heading into the final weeks, a senior 
DJP lawmaker told the REVIEW: “The 
young voters in Seoul.” 

Peace and Democracy Party (PDP) 


ingly easy to resist outside pressure to 
back out and open the way for a single 
opposition candidate — though that 
would make Kim Young Sam’s task of 


leader Kim Dae Jung is still seen to be | winning so much easier. 


oF by an inability to parlay his 
rock-solid base in North and South 
Cholla provinces into broader-based 
support. But he went a long way to- 
wards answering his critics with a mas- 


Ta fourth contender, former prime 
minister Kim Jong Pil, has been fight- 
ing an uphill battle to put his campaign to- 
gether. Diplomats and other political 


sive million-strong turnout in chilling | sources suggest that pressure applied on 








The election show 


TV brings campaign to the countryside for the first time 


By Mark Clifford in Kaemok 
oO: a crisp mid-November day, a 
gaggle of women sit on the shore of 
the bay, shucking huge mounds of oys- 
ters that their men bring in flat-bot- 
tomed, hand-polled boats. A solitary 
oxen lies inside a crude wooden pen up 
against a modest two- or three-room 
home. The door to the empty police sta- 
tion hangs open. In the fields, pale 
green blades of winter barley poke 

through the soil. 

This is Kaemok, “throat of the sea,” 
a cluster of some 100 houses and 800 
ple that spreads around a sheltered 
ay, salt flats and rice paddies 120 km 
southwest of Seoul. It is a poor, isolated 


village. But unlike during the last presi- 
dential election, in 1971, when none of 
the homes even had electricity, virtually 
every house in the village now is wired 
and has a TV as well. 

Largely because of TV, the presiden- 
tial election has attracted intense in- 
terest in the village, as it has throughout 
the country. People in Kaemok do not 
seem to have a clear sense of what 
democracy means, but their hopes are 
high — perhaps unrealistically so be- 


a3. 


PHOTOS JOE MANGUNO 


the indifference and cynicism that 
characterises elections in many coun- 
tries is evident here. 

“I’m probably going to vote for [rul- 
ing Democratic Justice Party candidate] 
Roh Tae Woo,” said 49-year-old Kim 
Yang Suh, who, like most of the villa- 
gers scratches out a living through a 
combination of fishing and farming. 
“But we hear they might have a televi- 
sion debate, so I’m waiting for that.” 

In a straw poll of a handful of the 
town’s approximately 320 voters, most 
said they had not made up their minds as 
to which candidate to support. How- 
ever, some villagers asserted that Roh 
would get most of the town’s votes. 

What is surprising is the villagers’ ea- 
gerness to discuss politics, something 


cause they yearn for both change, which | which would have been unusual even in 


they identify with “democracy,” 
stability. A presidential election is a 


and | most areas of Seoul until quite recently. 


Roh’s 29 June democratisation pledge 


rare event in South Korea, and none of | was “a good thing,” one villager said, 


«A ne hes ened ines — fab CACTI ON COMM er Deere 


Seoul businessmen, among them a f 


prominent Seoul hotel owner, has large- 
ly succeeded in closing off Kim Jong 
Pil’s financial tap and blighting his role 
as a potential spoiler. DJP strategists 
originally calculated he would capture 
as much as 10% of the vote. Those esti- 
mates have now been downgraded to 
5% or 6%. 

Roh’s campaign may be flush with 
funds, but it still manages to look some- 
what orchestrated compared with the 
obvious enthusiasm of the crowds fol- 
lowing Kim Young Sam and Kim Dae 
Jung. DJP sources virtually acknow- 
ledged this impression by saying that 
they thought things had only begun to 
improve following Roh’s successful 21 
November rally in the conservative bas- 
tion of Taejon. As one put it: “He 
has gained in confidence since 
then.” 

Roh’s closest advisers remain out- 
wardly buoyant, pointing to the esti- 
mated 30% of the electorate which pur- 

rtedly has yet to make up its mind. 
easoned one well-placed source: “We 
think there is a great majority of govern- 
ment voters among them because oppo- 
sition voters are more politically aware 
and therefore make up their minds 
much more quickly.” 


We 


9oh's campaign hits Suwon: orchestrated 





Still, one significant pointer to the 
way the race is shaping may be in the 
North Kyongsang province capital of 
Taegu — with a voting population of 


1.27 million — the country’s third- 
largest city and Roh’s home consti- 
tuency. Choosing to hold a preliminary 
24 October rally in the manageable con- 
fines of the city’s gymnasium, the DJP 
candidate drew a disappointing indoor 
and outdoor crowd of 60,000 — a turn- 
out he will have to improve on, and 
breathe a lot more fire into, in a 
scheduled return visit on 12 Decem- 
ber. 

Not so Kim Young Sam, a native son 
of the country’s second-largest city 
of Pusan — which has 2.28 million vot- 
ers — which lies only 90 km to the south 
in neighbouring South Kyongsang pro- 
vince. An estimated 1 million people 
converged on the RDP president's un- 
official campaign opener there on 17 

tober. Five weeks later, in the sub- 
urbs of Taegu, he was acclaimed by 
300,000 exuberant supporters, many of 
whom later followed him in a swelling 


tide through 6 km of city streets chant- 
ing “down with dictatorship” and “end 
military government.” 

It was an impressive showing and 
even though a significant number of 
Pusan residents helped inflate the 
crowd, and despite the fact that the size 
of a rally is not always a particularly reli- 
able litical barometer, it did reflect a 
trend noted by several community lead- 
ers: that Roh has been losing ground in an 
area that should be a wellspring of his 
electoral strength — along with North 
and South Chungchong and Kangwon 
provinces, and areas of Kyonggyi be- 
tween Seoul and the’ Demilitarised 
Zone border with the North where secu- 
rity remains a traditional concern. 

Given the absence of public opinion 

lls, informed observers estimate 

im’s support in populous South 
Kyongsang, with its 4.48 million voters, 
to be significantly greater than Roh’s 
backing in North Kyongsang, where 
about 3.19 million are eligible to vote. 
Together, the two provinces account for 
30.08% of the national total — the 
largest regional bloc outside Seoul and 
surrounding Kyonggyi province, where 
10.76 million or 41.61% of constituents 
are registered, and significantly higher 
than both Cholla (3.48 million, or 








conceding: “He did it because of the op- 
position.” 

Roh’s involvement in the 12 De- 
cember 1979 military coup which 
brought President Chun Doo Hwan.to 
power is unsettling even among Roh’s 
supporters. Debate over his role is 
healthy, “because it forced the govern- 
ment to go into the open about things,” 
Kim Yang Suh, a villager, said. “It’s 
good for democracy. But we op- 
pose that kind of [coup] because we 
are a small country and that kind 
of thing jeopardises our national securi- 
ty” 


Fe of chaos hangs over the election, 
and even voters who have not 
made up their minds worry that an op- 

ition victory will mean disorder. 

at is not surprising here, where native 
conservatism is backed up with signs 
throughout the countryside warning vil- 


FAR PACTEOA Commer ONANAs ia Aranna saas 


lagers to beware of the threat from 
North Korea. 

“Development without Chaos,” 
promises one of Roh’s campaign ban- 
ners, stretching across the main street in 
a town east of Kaemok. It is no coinci- 
dence that Roh plays on fear of chaos, 
subtlely suggesting that an opposition 
victory would pose the same kind of 
threat the infiltrators do. 

The only supporter of Peace and 
Democracy Party candidate Kim Dae 
Jung that anyone in the area is aware of is 
the frst graduate of the local high school 
to go to Seoul National University. 

New Democratic Republican Party 
candidate Kim Jong Pil, who is from 
South Chungchong, has supporters in 
the town. But, surprisingly, the 
reaction seemed to be one of only 
dim recognition. “Kim... Kim... Kim 
Jong Pil, of course, yes he’s from South 
Chungchong,” a villager said. In 


Kaemok the regionalism that is plagu- 


ing this election not seem important. 

The people of Kaemok are likely to 
support whoever wins this year’s presi- 
dential election. Seoul, though buses 
and TV set have made it closer, is still 
far off and the government’s legitimacy 
is not a question here. 

But if the aspirations of this village's 
conservative fishermen and farmers are 
an indication of those of the country’s 
pouer rural body politic, their hopes 
or a better life, for more democracy — 
however fuzzily defined — will make it 
difficult for any South Korean Govern- 
ment to stop the momentum for social 
and political change: 

hoever wins this year’s presiden- 
tial election is going to have to face up to 
the high expectations and the wider 
world view of people in villages like 
Kaemok. That may be even harder than 
winning the election. oO 
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Analysts believe the revelations 





Hwa about the 12 December-1979 coup 
(REVIEW, 26 Nov.) have done much to 
hurt Roh, who played a prominent role 
in the power play that-carried President 
Chun Doo Hwan to the Blue House. 
“The perception before was that Chun 
was implicated in [former president 
Park Chung: Hee’s assassination,” said 
one university professor. “The citizens 
believe that if the chief of staff [Chung] 
was threatened, how can we trust them 
[the current ilers]. ” Added a middle- 
aged taxi driv We didn’t know any- 
hing then because there was no free- 
dom of speech. Now we do. Roh should 
| stop making excuses and acknowledge 
‘the truth.” © 

During a peech in Taegu, “Chung 
again repeated charges that the coup 
as nothing. more- than a. mutiny 
mounted by” ‘his. subordinates: and 
claimed that:-he had undergone water 
torture after his arrest. Although Kim 
Young Sam has taken something ‘of a 
gamble by bringing in Chung and other 
etired. military “men and possibly 
alienating some of his younger supporters, 
_ it has clearly paid off at a crucial stage. 
In another adroit move, Kim Young 
am recently named Kim Dae Jung's 
isaffected former chief - lieutenant, 
Sang Hyun, as his party’s senior 
president. Avcharismatic figure in 
1is own right, the veteran South Cholla- 
born: politician: acted as co-chairman 
of he Pea for: the: Promotion of 

































e “After his own ‘attempt to dismiss ri- 


vals from ‘his National Party ‘govern- 
ment in Brisbane backfired; he was un- 
animously voted: out as leader of the 
ational. party on 26 
-Bielke- etersen, 76. 














athe populist 
had -changed abru 
founded pollster 
ions in Novembe 





| 





“issue; with some sources 


“ple over 40, about 60% of || 


‘former army chief of staff Chung Sung | job 


Wib Kim Dae Jung’s ap-$ 
proval onhisreturn. 
‘Even Taegu business- 
men feel things have been 
going against Roh since 
the 1979 coup became an 


saying that the erosion is 
taking place among peo- 









whom would have been 
expected: to vote for. the 
DJP candidate. “Taegu 
may be stubborn and con- 















{seem to make a differ- 
“ence, 
and’recent figures which 
1 show- some households 
owing as much as Won 
| 3.7 million (US$4,625), 
equivalent to an entire 
year’s income. 
|. .<Some farmers encoun- 
tered on roadsides coyly 
said they had yet to 
“choose a candidate. In 
the small rural communi- 
ty of Taeil, however, 
shop-owner Shin Sang 
Un, 36, had few doubts 








servative, but the people 
here still have a grudge against the military 
government,” said an insurance agent. 
“They don’t want another one.” 

While local wisdom suggests’ Kim 
Young Sam will prevail-in' Pusan and 
Taegu, Roh is far from a spent force. 
Balanced against the town vote is the 
notoriously staid farming population 
which shows little sign of breaking an al- 
most traditional link forged with the rul- 
ing party through two of Park Chung 
Hee’s politically-loaded legacies — the 
Saemaul Undong community develop- 
ment movement and the farm co-opera- 
tives. 

Some observers suggest the Saemai:l 
network may not enjoy its former influ- 
ence over the electorate because of the 
heightened level of national conscious- 
ness and the continuing urban. drift, but 
itis clear the older rural voters are lean- 


four decades-old conservative coalition 


of the rural-based Nationals and the . 


urban-based Liberal Party.. This. split 
the Nationals from the Liberals, as well 
as dividing the Nationals into Queens- 


land and. southern states factions ` 


(REVIEW, 5 Mar.): 
« . The July federal election victory of 
Prime Minister Bob Hawke’s Austra- 
lian Labor Party (ALP) exposed the 
hollowness of the premier’s ‘revolt. 
Later events have been cruel to Bjelke- 
Petersen, as a royal. commission: into 


police corruption cig a deep gulf | 


between the. values he has long trum- 


peted — the Bible, monarchy and fami- 


y — and a sleazy: reality i in which some 


While: poli under Bjelke- Peter- 
sen’s orders, were using crow-bars to re- 


ove condom-vending machines from 4 



















































of his most trusted: men ‘supervise and 
| profit from. gambling dens and bro- 
othels. 


„bribes to the ‘brothels, massage 


about which way they 
would vote. “I think they'll go for Roh 
100% ,” he told the REVIEW. 

The importance of stability is a con- 
stant theme in the countryside. “I don’t 
find anything bad about. the present 


government,” said Choo. Kum Tol, 6t,- 


an estate agent in the village of Ooruk, 
southwest of Taegu. “There have beena 
lot of promises from other candidates, 
but we want stability. That’s the most 
important thing. Most of my clients are 
going to vote for Roh. And sò are my 
three sons.” 

In Roh’s native Sinyong, there is lit- 


tle question. where loyalty lies among _ 
“the 52 households. “Everyone will vote 
for Roh,” said Chae Chong Shik, 44, + 
while five other villagers: nodded in’ | 


agreement. “It’s not just that he came 
from here, but because we want stability 
for the country.” u 


the» Queensland University Students’ 
Union, on grounds that these would en- 
courage promiscuity; stunning revela- 
tions were being made elsehere in Bris-. 
bane about the state police. 

In May, after months of investigative 


reports by Brisbane’s Courier-Mail ° 


newspaper and the Australian Broad- 
casting Commission, Police Minister 
and Deputy Premier Bill Gunn’ won 
government approval for the royal com- 
mission. 
_ Since September, the: inquiry has 
been in full stride, with three senior 
olice officers accepting indemnity 
from prosecution in return for their tes- 
timony. The three included the third- 
ranking officer in the force, former as- 
sistant commissioner Graeme Parker, 
who admitted’. taking A$130,000 
(US$90,000) in bribes over the past 
seven years. 
These men and other witnesses gave 






details of what they called “The Sys- 


tem,” whereby. the’ Police. Licensing 
Squad. gave protection.in return for 


ar- 
lours, illegal casinos and pomake 
centred in Brisbane's red-light district. 
< Tip- ffs preceded raids on protected 
premise while nightclubs that refused 
| weekly bribes to police were 


ising farni debts ‘do not 


despite suicides 








} 
i 





















| Wooing the uncommitted 


Voters in Inchon hanker for change, but not revolution 


B oh Tae Woo has an uphill battle in 

his fight to gain support in Inchon, 
South Korea’s fourth-largest city, with 
many of its 950,000 voters worried that a 
Roh administration would be simply a 
continuation of the Chun Doo Hwan 
one. 

Support for Kim Dae Jung is stron 
in this working-class port city of 1. 
million Ee just west of Seoul, 
though does not seem to have 
succeeded in broadening his appeal 
enough to win over many uncommitted 
voters. 

Kim Young Sam does not excite the 
same passion among the workers as Kim 
Dae Jung. But, ominously for the cam- 
paign of Roh and Kim Dae Jung, 

“much of the floating vote, whi 
analysts estimate at between 30% and 
60% of voters nationwide, appears in 
Inchon to be leaning towards Kim 
Young Sam. 

Resentment of the authoritarian 
style of Chun’s administration is a recur- 
ring theme in Inchon, even among those 
who are not dissidents. “I wasn’t badly 
treated by Chun,” said Pae Jung Son, a 
29-year-old restaurant manager. “But 
when I went out drinking with m 
friends we were always afraid to talk 
loudly about politics for fear someone 
might hear us.” 

Altho! “not much interested in 
politics,” Pae said he will vote for Kim 


closed down forthwith and customers 
harassed. Brothels kept open house for 
corrupt police and friends, who enjoyed 
liquor and sex mostly at the owners’ ex- 
pense. 

The finger pointed by witnesses went 
up the police ladder to Police Chief Sir 
Terence Lewis, who became a controv- 
ersial fi after Bjelke-Petersen per- 
sonally intervened to promote him over 
the heads of 100 more senior officers 
from inspector's rank in a remote coun- 
try town to deputy commissioner and 
then commissioner. 


Lae ' other names came up be- 


fore the inquiry including those of a 
district court judge, a Bjelke-Petersen 
minister and an opposition front- 
bencher. Former police minister Russ 
Hinze was alleged to have been taken 
on a tour of illegal gambling clubs by 
police at a time when he was denying 
they existed. 

Meanwhile, opinion lls were 
showing that the folksy Bjelke-Peter- 
sen’s support was fin 7 wearing out 
in Australia’s least urbanised state. 
Clashes were growing in cabinet be- 
tween him and younger ministers led by 

_ Health Minister Mike Ahern, 45. 
_ In the cabinet, Ahern and other 


Young Sam, because the 
country will be “freer” if 
he is elected. A 41-year- 
old bus driver confid- 
ed that he worried that 
the election of Roh “will 
be more of the same 
thing. It won’t be free 
enough.” 

Kim Dae Jung’s fol- 
lowers are more commit- 
ted both to their candi- 
date and to sweeping 
changes than  support-. ; 
ers of either Roh or Kim Young 

Kim Young Sam’s supporters 
seem most interested in voting 
against Roh — and, by extension, Chun 
— rather than in any desire for 
fundamental social 
changes. 

Kim Dae Jung’s followers explain his 
appeal to the electorate by his force of 
personality, and for the suffer- 
ing he has endured as a political dissi- 
dent. pheno most important — and 
unlike the other candidates — Kim Dae 
Jung’s supporters feel they know who 
they are voting for, 

. A taxi driver, in a typical remark, 
said he admires Kim Dae Jung’s “clar- 
ity.” That fortitude is precisely what 
worries some other r people. “He’s too 
decisive,” says a sasha student 
who supports Kim Young Sam. “He 


ministers also took a 
stand against apparent 
cronyism. Furious, 
Bjelke-Petersen called 
in Ahern, Gunn and 
other ministers and told 
them they were dis- 
missed. Both Gunn and 
Ahern suggested that 
Bjelke-Petersen’s ob- 
jective was to terminate 
the royal commission. 
After a half-day’s ar- 
ment, state Governor 
ir Walter Campbell ag- 
reed to withdraw the ap- 
pointments of Ahern 
and two others, and 
swore in two new minis- 
ters. kig as = 
special meeting of Na- 
toal MPs — which had ~ 
not been legally called — 48 MPs unani- 
mously beck Ahern for the leadership 
and signed a declaration asking 
Campbell to withdraw Bjelke-Peter- 
sen’s appointment. 

The governor baulked at doing this 
to the premier who had installed him. 
For five days, Bjelke-Petersen pro- 
claimed his authority as premier while 
Ahern, asserting caretaker authority, 


Roh: 


and political 


doesn’ compromise. — 
That's both his good and — 
his bad point, but it could 
be very dangerous.” 

Kim Dae Jung's sup- 


porters do not seem to | 
worry about the possibil- | 
ity of military interven- | 


tion if their candidate | 
is elected. “The Korean 
people wouldn't let them _ 
do it again,” says one — 


supporter, echoing a | 


phrase that comes up 

in and again. ne 

«Roh hoe some — 

ackers, y among — 

older voters, but shone 

all among people who © 

are voting against change and in fa- 
vour of experience. “He is a man _ 


[$ 
‘ 
f 
f 
p 
‘ 
t 


of power and ability,” says a tic- | 


ket taker at the Inchon bus terminal. | 
“He understands the middle-class peo- | 


ple.” 
The election has attracted 
terest in Inchon, as it has throu 


t in- 


utthe | 


È 


~ 


; 
i 
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country. But what voters in Inchon ex- | 


pect from the “democracy” that they 
count on the next administration to nur- 
ag e pivi 7 

ost people yearn for more “open- 
ness,” more freedom of speech, a ee 
visible role for the mili in civilian 
life, and an end to region 


for change, but not revolution. And 
Kim Young Sam, it seems, is the one- 
they think will usher in South Korea’s 
glasnost. — Mark Clifford 


tried by inducements 
and threats to get him to 
resign. +A claque of ex- 
treme rightwing grou 
and Stalkt 
Christians picketing 
government offices 
were ae ens 
only visible support. 

When it seemed only 
recall of the state parlia- 
ment and a vote on the 
floor would settle the 
issue, Bjelke-Petersen 
finally succumbed and 
handed his resignation 
to the governor on 1 De- 
cember. 

In Canberra, Liberal - 
leader John Howard 
and National leader Ian 
Sinclair had both urged 

Bjelke-Petersen to go quickly, seeing 
him as the chief obstacle to party recon- 
ciliation. At state level, Ahern gave no 
sign of wanting to change the rural elec- - 
toral bias that has kept the Nationals as 
the dominant conservative „unlike 
in any of the other five sa piae i ; 
out Bjelke-Petersen’s po a y 
the Nationals could lose their small 
majorityinthestate. M 


discrimina- | 
tion. In Inchon, at least, voters yearn 


fundamentalist _ , 












Asia flickers into life 


OO a Re ee ee a a 





for a new audience 


By Nick Seaward in Kuala Lumpur 
| is 08.30 GMT and the atmosphere is 
getting rather tense in the tiny opera- 
tions room of the Asia-Pacific Broad- 
casting Union (ABU), in Kuala Lum- 
pur. The Bangladeshi-born ABU news 
coordinator, Humayun Choudhury, is 
dragging sen on his cigarette while 
staring intently at the television monitor 
jammed in next to his desk. 

Suddenly the Asiavision logo comes 
up on the screen and Choudhury 
hunches forward: 12 broadcasting com- 
panies from 11 countries in the ABU are 
about to start exchanging their news 
stories via the Intelsat satellite. For the 
first time, the ABU is using the “hot- 
switching” technique to distribute the 
pictures to each member simultane- 
ously, instead of the usual sporadic suc- 
cession throughout the day. The New 
Information Order is about to take 
another giant step forward. 

Or is it? The first item in this experi- 
mental satellite news exchange is a two- 
minute item from the ABU’s host or- 

anisation, Radio Television Malaysia 

RTM), on the world Tamil conference. 
The item ties in nicely with Malaysian 
Information Minister Datuk Mohamed 
Rahmat’s vision of RTM as a force for 
racial unity, but it elicits boredom in the 
newsrooms of the participating TV sta- 








ENTERTAINMENT 


Off their 
rockers 
in China 


By Mitya New in Canton 


he last Western pop group to visit 

China was the British duo Wham! in 
April 1985 and its visit sparked levels of 
audience participation and enthusiasm 
that were officially deemed to be into- 
lerable. This was hardly a promising 
precedent for a recent concert tour of 
three Chinese cities by a top West Ger- 
man rock band, rticularly when 
bourgeois liberalisation is still a sensi- 
tive issue. 

Despite the danger of “spiritual pol- 
lution,” the 11-member band from Eol- 
ope called Bap, was seen by almost 
130,000 Chinese in eight performances 
in Peking, Shanghai and Canton. The 
band’s music, distinctive for its use of 





tions. Through Choudhury’s intercom 
link comes the unmistakeable sound of 
a yawn: 

Although no one replies, the answer, 
judging by data collected by the ABU, 
would almost certainly have been “no.” 
Since members of the ABU’s Asiavision 
network started exchanging news items 
in January 1984, it has become clear to 
proponents of the New Information 
Order that Third World countries have 
just as strong an appetite for “negative” 
stories — such as disasters and civil 
strife — as the neo-colonialist newsmen 
of the West. News, it seems, is news, 
whether your viewers are black, white 
or shades in between. 

Members of the network, ranging 
from Japan to Iran, are showing a dis- 
tinct preference for items which fall into 
the category of what Western broadcast- 
ers would call “hard news.” An analysis 
of offers and usage in July this year 
showed that all members of Asiavision’s 
Zone B (Southeast and South Asia), 
used more politics and catastrophe 
stories than they themselves supplied. 
Development or ethnic cultural items, 
such as RTM’s world Tamil congress, 
are finding fewer takers. 

In Asia, as in the West, the market- 
place seems to have replaced the politi- 


































































































cians as arbiter of what constitutes news 
— even though most of the members of 
the ABU are either owned by the gov- 
ernment or run (as in the case of RTM), 
as simple departments of the ministries 
of information: “If it’s a good news 
item,” says ABU secretary-general Hugh 
Leonard, “they will use it.” ABU con- 
sultant Yrjo Lansipuro adds that the 
member TY stations freely admit that they 
see no reason to publicise the develop- 
ment achievements of their neighbours. 

In future, the potential markets in 
other networks may become the more 

































Bap vocalist Niedecken plays to a bemused audience. 


the Cologne dialect in the lyrics, was 
heard by many more; one of the con- 
certs in Shanghai was broadcast live by 
the city’s radio to six other provinces. 
The performances were also graced 
with government dignitaries, at a time 











when Sino—West German bilateral ties 
are especially cordial following Chan- 
cellor Helmut Kohl’s summer visit to 
the country. In Peking the vice-chair- 
man of the standing committee of the 
National People’s Congress, Ye Fei, 


































important consideration. Asiavision is 
about to start a a to the three US 
networks and possibly the CNN cable 
network in January next year. Mean- 
while, Eurovision is the only conduit for 
the two-way flow of news coverage. 

As news coordinator, one of 
Choudhury’s main tasks is to cajole his 
members to produce the sort of visuals 
that will get taken by fellow members 
and by Eurovision. The 18 November 
news exchange was no exception. Al- 
though the use of the “hot-switching” 
method to improve satellite usage was 
different that day, the content of the 

















and in Canton the vice-chairman of the 
Provincial Congress came to listen to 
“modern Western music,” as it was de- 
scribed in the promotion organised by 
the Chinese — a catch-all description 
that rankled with the Bap musicians. 


p Shanghai the vice-mayor not only 
partook of that pleasure, but also was 
able to observe modern Western guitar- 
strumming techniques at close quarters 
when Bap’s lead guitarist, Klaus 
Heuser, jumped onto the dignitaries’ 
table and, at considerable risk to the tea 
mugs, played out the climax of a song. 
This provoked only a laconic warning 
from a Chinese official that band mem- 
bers engaged in such activities at their 
own es 5 as the tables were generally 
not of sturdy construction. 

Bap, at the forefront of the move- 
ment in West German rock to sing in 
German and not English, has sold more 
than 4 million LPs since it first started 
recording 10 years ago —a considerable 
figure in the relatively small German- 
language market. Playing a brand of po- 
litical rock that makes anti-clerical 
and anti-fascist statements, particularly 





items was normal — that is to say, too 
boring for Choudhury’s liking. 

“SLRC [Sri Lanka] was offering an 
item on the introduction of beetles into 
water tanks to combat salvinia.” he told 
Lansipuro half-an-hour before the 
satellite link-up, “but I asked them to 
send something meatier.” SLRC has 
offered a three-minute replacement on 
the World Bank report on the financial 
damage due to the ethnic war: it prom- 
ises to be a good, solid retrospective, 
with juicy library footage of necklace 
killings, dazed civilians and columns of 
Indian troops. Choudhury is enthusiastic. 





about the period of Nazi rule in Ger- 
many, Bap is well known among the 
West German peace movement and re- 
cently played to a crowd of 500,000 at a 
peace demonstration. 

The reaction of Chinese audiences, 
in which gawking grandmothers com- 
peted with bopping teenagers for a view 
of the stage, while mothers led out bawl- 
ing infants disturbed by the noise, was 
not what Bap is used to, according to 
tour-organiser Peter Schneckmann of 
the Frankfurt-based German-Chinese 
Friendship Society. The band, keen to 
provoke and play off crowd reaction, 
found itself isolated from the Peking au- 
dience by a 20-m gap. Although in 
Shanghai and Canton the distance was 
less and the group’s lead vocalist, 
Wolfgang Niedecken, together with the 
lead guitarist made frequent forays into 
the audience, the gap remained. 

Even in Canton, the most musically 
aware of the three cities as far as West- 
ern rock is concerned, thanks to the in- 
fluence of Hongkong, the general reac- 
tion was restrained if not deadpan. 

Yet, above all, the meeting of West- 
ern rock with the Chinese public left an 


He offers the SLRC 
footage to Eurovi- 
sion, along with items 
on the privatisation of 
eg Air Lines from 
NHK; 100,000 volun- 
teers pledging to fight 
Iraq, Foi lamis Re- 
public of Iran Broad- 
casting (IRIB), the 
National People’s Con- 
gress standing com- 
mittee plenary session 
from CCTV, China; 
ie ye ag food tasting 
and the female presi- 
dential candidate 
from MBC and KBS, 
Seoul. Choudhury 
reckons the food and 
female candidate 
stories are dead cer- 
tainties for Eurovi- 
sion: the Europeans 
love stories about the 
Olympics and the can- 
didate had been jeered 
by her own supporters. 
A few glitches: NHK comes in with 
no sound and CCTV cuts off transmis- 
sion one minute too soon. Choudhury 
keeps up a smooth paer of paternal in- 
structions through his telephone link — 
his impeccable Third World accents 
make it seem like encouragement. 

A few failures: KBS’ female candi- 
date appears on the screen but no laugh- 
ter can be heard on the soundtrack. 
Then a piece from BTV Bangladesh on 
the effect of the anti-Ershad strike on 
industry shows nothing but visuals of 
President H. M. Ershad himself touring 
factories all spruced up for the occasion. 


impression of cultural contrasts. The 
elegant and assured female Chinese an- 
nouncer, who stood demurely beside 
the stage between announcements, 
seemed out of place beside the band’s 
gyrating technical back-up team. And 
the calm, appreciative applause of the 
seated audience hardly matched the 
high energy of the band. 

To be sure, some kind of cultural en- 
counter, even cultural exchange, was in- 
tended, albeit at considerable expense 
for Bap, as the group invested 
Dm 300,000 (US$178,253) in the tour. 
During the Canton show Niedecker ex- 
pressed his hope, through the elegant 
announcer, that Bap’s tour had suc- 
ceeded in bringing some of West Ger- 
many’s youth culture to China and at 
the same time had contributed to break- 
ing down Chinese prejudices about 

estern rock music. 

That Bap was allowed to perform at 
all in these sensitive times indicates how 
far China’s “openness” to the neg i. 

rogressed. That their concerts high- 
lighted the contrasts in behaviour and 
taste indicates how t the gulf be- 
tween China and the West still is. fa] 
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inst leptos 
“more topical item. 
Towards the end of the satelli 







eed, 
“a telex comes in from Eurovision, It will. 





take the female candidate and Olympic 


food: fr ul and the volunteers 


udhury looks pleased. 
“Eurovision’s choice, however, tends 


o suggest. that on that day, at least, | 


‘Asiavision had ion fe to einen Euro- 












oe of buildin 

the games but. said 

h Korea. Neither did the 

residential candidate’ story offer any- 

thing more than an opportunity for men 
to laugh at a woman. 

And what of the one hard news item 


Baie 










“beginning to-shift away from coverage 





gua 

Ravemnber. a success. But it  robably 
stirred up only loathing in a Europe 
happy to believe in the spectre of the 
Asiatic horde. 


- Not, then, a veiy. good day, either for. 
the New Information’ Order, nor for 


hard news. Perhaps that did notn 


so much: the system was on trial that“ 
day, not the content. Over the past six | 
months, however, the ABU- team in 


Kuala Lumpur has been encouraged by 


the steady increase. in hard news con-. 


tent. In particular, political items are 


of ceremonial meetings towards more 
substantive developments. 


For the ABU, the biggest improve- 


ment has occurred in the coverage of the 














_are bein: 
















‘their own professional newsagencies, 


ing of Af 
Gandhi. by a member of his ‘honour 
‘in Colombo recently. The inci- 
was kept out of Asiavision by 


SIRC but most members managed to 


get coverage from a Western agency. 

When Sri Lankan President Junius 
yewardene subsequently decided to 
ake a televised apology, he ordered 





seen within Asiavision. The 
TV stations themselves are pressing 
their governments to give the world a 
glimpse of their dirty linen. “They're 
making their government aware that the 
news is going to get out anyway, so it 
would be better if it got out through 


he said. 






























‘SOUTH KOREA 


By David Halpertin Seoul 
TA Apkujong district is the centre of 
icuous consumption in Seoul, 
a lavish p promenade of boutiques, cafes 
and department stores, women in ele- 
gant European and Japanese fashions, 
„and even, the occasional. foreign car. 
-And in South Korea’s austere, work- 
oriented society, Apkujong is starting 
to raise some eyebrows. 
‘Two decades of record-breaking 
economic growth have left South Ko- 
reans with some money to spend. Lux- 
_ury imports are usually. highly taxed, if 
ot forbidden outright, so big spending 
ere takes some other forms — US$300 
evenings in hostess bars, known here 
-as room salons, for ‘example. Eating. 
shimi, known in Korean as Awe, is 
nother easy way to throw. money 
round — the JinJu Fish House offers a 
ice ce from their 2 m-radius pE 


ujong’s Hyundai de- 
ape | by Keum Kang. 
Hyundai sub- 















million worth of | 
_-Yongdong live behind high walis, some- 
-what obscuring them from disapproving 


U 
last year, a 155% annual in- 
Competitors Lotte and Shin- 
(owned by Samsung) grew only a 
t 120%. Management estimates 
customers shop at Hyundai 
with some 50,000 on weekends. 






“few years, all almost identical an 








Rich men, poor men 


Street Market. A walk through the store 
is like Ginza in Tokyo — except that 
here the uniformed salesgirls are paid 
about 75 US cents an hour. 

With foreign travel fairly restricted, 
and imported cars until recently limited 
to the resale of diplomatic vehicles, 
South Korea’s new rich largely spend 
their money on housing. The middle 
classes want to own their own homes, and 
the Kangnam (south of the river) dis- 
trict, of which Apkujong is only a part, 
is the result of this. . 

With the exception of a few. elegant 
villas in Bangbae and Yongdong (also 
part of Kangnam), luxury housing in 
South Korea means apartment- com- 
plexes. Hundreds of uildings have 
sprung up across Kangnam in the at 
al 
owned by thesame few firms. The 


| emergence of Apkujong and Kangnam 


is having profound social and political 
implications — beyond the. district's 
fashionable walls. In. part because deve- 


lopment occurred so quickly in South | 


Korea, serious social tensions are aris- 
from the lifestyle of the new rich. 
While the very richest in Bangbae and 


public view, part of the problem with 
Kangnam is its very visibility. 


ocially conscious Kangnam resi ents: 
are often ashamed of. their 
perity. For instance, one exe 
his chauffeur drop him off a 

from home so that his. PAo 
not see his} : Se 
















going to the bad guys.’ ” While poverty in 
Confucianism. is. considered ‘a form of 


_ failure, great wealth is also a kind of em- 


barrassment — most recently associated 
with being too close to a rather unpopu- 
lar government. 

Ultimately, however, the key issue 
seems to be distribution. With produc- 
tivity increasing at almost twice the rate 
of wages in South Korea’s rapidly : grow- 
ing economy, the fruits of the economic 
miracle are hardly distributed evenly. 
South Korea is a model of equality by 
Third World standards, but its indus- 
trialised neighbours Japan and Taiwan 
are considerably more egalitarian. Fi- 
nally, the constant presence of North 
Korea’s spartan experiment ` puts 
further pressure on Seoul to become 
more egalitarian. 

The South Korean Government has 
deliberately frowned on conspicuous 
consumption, and encouraged the 
country’s richest to make contributions 
to charity. Labour laws, however, and a 
heavy emphasis on indirect taxation for 
government revenue have played an im- 
portant role in keeping money in the 
hands of the few. 

e purists also frown upon 
aste for things foreign, 



























Apkujong 


: such as young Kangnam residents wear- 


ing Japanese fashions and listening to 
American music. Going against the 
grain of South Korea’s powerful 
nationalist sentiment, these trends have 
spawned a reaction among university 
students, who practise traditional folk 
dances and play indigenous music. 
These, however, are really only new 
expressions of old feelings. One of the 
most popular heroes in Korean folk 
itions, for example, is Hong Kil- 
obleman who stole from 
to the poor (not unlike 
ssatisfaction with the 
avy income distribution 
y among South Korean in- 
nd dissident 0 
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You can now open a Foreign Currency 
Account with Midland Bank in London, in any 
major currency. : 

As one of the world’s leading international- 
banking groups we offer you unrivalled security 
and, of course, discretion. 

And, as a non-resident, interest earned on 
deposit is free from UK income tax. 

To find out more about how we can help 
you, please complete the coupon below. 
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WOULDN'T IT BE WISE TO PUT A LITTLE MONEY SOMEWHERE SAFE? | 



























Seven classic designs of the Twenties. Ours is _ 
the one that writes. ) 


It is hard to believe these items are sixty or more years old. There is a 
startling modernity about them all. 

Some. like the Eileen Grey table, the Bauhaus lamp and the Le Corbusier 
chair, remain in production today. While others like the Rolex watch, the Leica 
camera and the Cassandre poster are the preserve of affluent collectors. 

Until recently our pen, the Parker Duofold, was one of this latter group. But 
no mite Gut approaching centenary has provided us with a welcome excuse to 
recreate this favourite 1927 design. 

Outside, the new Parker Duofold Centennial is barely distinguishable from 
its predecessor. 

We make the cap and barrel in the same laborious way; not by moulding 
them “en masse. but by machining each one from a solid block. 

Inside however, much progress has been made. The ink is now housed in a 
robust transparent tube that will not leak like its perishing rubber forebear. And the 
ink flow system is, we believe, the most advanced and most efficient available. 

Unwanted changes perhaps, to the purist who collects classic pens. 


But welcome improvements to the realist who wishes to write with one. 
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Its a proven business formula: 


The right place at the right time. And you've got the Card. 


Experienced business travellers 
know that doing business depends on 
being in the right spot at the right time. 
Which is why so many executives 
carry the American Express” Card and 
choose Holiday Inn. 

Staying at Holiday Inn puts 
American Express Cardmembers in the 
right place, in the heart of the business 


action, throughout Asia and the Pacific. 


And with an American Express 
Assured Reservation’, you can be sure 


LOCATION * COMFORT * VALUE 


The Worlds First Choice 


Holiday Inn 


ASIA © PACIFIC 


that your room will be ready and 
waiting, no matter how late you arrive. 
Should your plans change however, 
simply cancel by 6pm local time and 
ask for a cancellation number so you 
won't be billed. 

American Express Assured 
Reservations are available at any one of 
over 1,600 Holiday Inns. It’s a proven 
business formula that works worldwide. 
It’s also just one of the many privileges 
of American Express membership. Membership 
has its privileges” 








For further information and reservations: Contact your travel agent, any Holiday Inn or our Regional Director of Sales, c/o Holiday Inn Harbour View Hong Kong, TST PO Box 98468 
70 Mody Road, Kowloon, Hong Kong. Tel: 3-7215161. Telex: HX38670. Cable: INNVIEW. Fax: 3 695672 


29 Holiday Inn Hotels in Asia-Pacific: Bangalore + Beijing + Bombay + Colombe + Guilin + 


Hong Kong + 


Islamabad + Johor Bahru + Kanazawa + Karachi + Kuala | umpur + Kuching - 


Kyoto + Manila + Nagasaki + Narita + Osaka + Penang - Phuket + Singapore + Surfers Paradise Australia + Sydney + Tokyo -+ Toyohashi + Yokohama 


MONGOLIA 


Under the Tartar Yoke 


Russia and the Golden Horde by Charles J. Halperin. /. B. Tauris & Co., London. 


No price given. 
pe rivalries between major na- 
tions usually derive from shared his- 
torical experiences — Iran versus Iraq, 
Japan versus Korea, Britain versus 
France. Not so, however, in the case of 
China and Russia. Seldom has there 
been so little contact between two such 
major nations sharing such a long bor- 
der. Perhaps the most powerful com- 
mon historical experience China and 
Russia have shared is not communism 
but one they would both prefer to 
forget, or at least to paint in the most 
sombre of colours: rule by the Mongols, 
which lasted for 140 years in China and 
240 in Russia. 

As well as providing a common ex- 
perience, the Mongols kept Russia and 
China apart. They and other central 
Asian peoples have now been absorbed 
into Russian and Chinese empires, but 
that is not necessarily a permanent con- 
dition. 

Charles J. Halperin’s book en- 
deavours to describe the impact on the 
Russians of the Mongol invasion and 
their 240-year subjugation to the Khan- 
ate of the Golden Horde, one of the 
four Mongol khanates into which the 
great empire of Ghengis Khan was di- 
vided. Russian historians — pre- and 
post-Revolution — have generally de- 
nounced the Mongol era as one of de- 
struction and oppression, both of Rus- 
sian ethnic sentiment and of its Byzan- 
tium-derived Christianity. It is referred 
to as the long night of the “Tartar Yoke” 
(tartar being a generic term for Mongol. 
and Turkic nomadic peoples). The real- 
ity was more complicated. 

The initial Mongol sweep into what 
is now the Russian heartland and the 
Ukraine up to the Baltic and towards 


what is now Poland, like Mongol ad- 
vances into the Chinese and Persian em- 
pires, was. accompanied by much de- 
struction of crops, looting and burning 
of cities and general mayhem. How- 
ever, some areas in Russia suffered far 
more than others, generally depending 
on the speed with which local princely 
rulers moved to the winning side. 

In China the Mongols settled down 
to direct rule from Khanbalik (the Mon- 
gol name for Peking) through the impe- 
rial bureaucracy. And in both China 
and Persia they took to war dig! and 
poetry, and ultimately they them- 
selves were absorbed by their acquisi- 
tions. 

But Russia was different. The Mon- 
gols did not settle in as colonisers or im- 
poss themselves as a new aristocracy. 

ey imposed indirect rule. Several 
reasons are given for this: because the 
steppe-based Mongols may have dis- 
liked the forested lands of the Slavs; or 
because there were insufficient attrac- 
tions of trade or civilisation to induce 
them to settle down as they did in 
China; or because there was no de- 
véloped bureaucracy which could have 
been used by the Mongols as an instru- 
ment of direct rule. Whatever the 
reasons, the Mongols essentially ruled 
through Russian princes, being repre- 
sented on the ground only by a small 
number of baskaks, or senior represen- 
tives similar perhaps to the “residents” 
the British employed in much of their 
empire to make sure tribute was paid 
and general policy was in the interests of 
the empire but who left day-to-day ad- 
ministration to local aristocrats. 

Recalcitrant princes would be chas- 
tised by punitive expeditions of Mongol 


cy 
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cavalrymen depatched from the steppe 
by the Golden Horde’s Soveria 
based at Sarai on the lowër reaches of 
the Volga river. In the endless political 
jockeying between the Horde and the | 

ussian principalities, some did better | 
than others. Moscow was among the 
beneficiaries. 

Ironically, one of the great Russian 
national heroes, Alexander Nevsky, 
who gained his reputation by fighting 
the Swedes and Teutonic knights to the 
west, never fought the Mongols and ef- 
fectively acknowledged their suzerain- 
ty. He was even instrumental in gettin 
the city state of Novgorod, which ha 
escaped Mongol attacks by virtue of 
deft diplomacy, to acknowledge Mon- 
gol supremacy. This may have been 
realism not treason, but it shows 
pre history was not all black and 
white. 


E initial. period of Mongol con- 
quest was marked by disorder and 
depopulation, but subsequently the 
Russians were to enjoy the many bene- 
fits resulting from being of such a 
huge empire, most specifically in trade. 
The Mongols ruled China and Persia and 
the Golden Horde dominated trade 
routes linking China with Persia, the 
Black Sea and the Hanseatic city states 
on the Baltic. Trade flourished. Cities 
grew. For the first time in 1,000 years it 
was possible to travel, as Marco Polodid, 
from Venice to Peking. However, much 
of the Mongol benefit was later lost 
through the ravages of the Black Death 
which depopulated many Russian and 
Horde cities in the mid—14th century and 
by the chaos created a few years later by 
Timur i Lang, or Tamerlaine, an upstart 
Mongol conqueror. 

But the Horde spawned small suc- 
cessor states such as Kazan and As- 
trakhan before being absorbed into a re- 
vived Russia. It left a legacy of in- 
teraction between what are now st 
and forest Russia and even of intermar- 
riage between Russian and Mongol aris- 





tocracies. The Mongols had practised in 
Russia, as elsewhere, religious toler- 
ance — even after the Golden Horde’s 
conversion to Islam — a fact which al- 
lowed Russian orthodox Christian 
monks to carry on their business. But 
when the histories of these times came 
to be written such acts of tolerance, as 
well as much of the benefits from Mon- 
gol rule, were lost in a sea of sancti- 
monious and jingoistic re-writing of Rus- 
sian history unsurpassed until Stalin’s 


Pinter, London. No price given. 


A its height, the Mongol empire of 
the 13th and 14th centuries ex- 
tended over most of Asia — except for 
India and Southeast Asia — stretching 
from Korea to Hungary and encompass- 
ing a good deal of Europe. It was, as 
David Morgan has said in his book The 
Mongols, “the largest continuous land 
empire that has so far existed” and its in- 
fluence on European politics, culture 
and commerce was considerable. 

Had the Mongol armies not with- 
drawn from Central Europe in 1242, 
Morgan says, it is not wholly fanciful to 
suggest that Europe may have had a 
lucky escape from becoming another 
province of a great Eurasian empire. 
“But one thing may be said with a de- 
pree of certainty: the study of Mongol 

istory would not now be the concern 
only of a few specialists in historical 
exotica.” 

Longtime REVIEW contributor Alan 
Sanders, in his Mongolia: Politics, Eco- 
nomics and Society, notes that Mongo- 
lian historians nowadays seek to sepa- 
rate the achievements of Genghis 
Khan’s role as a unifier of nomadic 
tribes and nation-builder from that of 
warrior. The exploits of that wily sol- 
dier/statesman and his descendants may 
be regarded with some ambivalence in 
the current Mongolian People’s Repub- 
lic. But while the imperial period may 
remain of interest only to historians, 
Mongolia continues to exert a palpable 
fascination for students of geopolitics by 
virtue of its strategic location between 
China and the Soviet Union. 

Mongolia was, after Soviet Russia, 
the second country to acquire a com- 
munist regime, but its national revolu- 
tion of 1921, the establishment of the re- 
public in 1924 and its subsequent con- 
solidation have taken place largely 
beyond Western view. Russian assist- 
ance in Mongolia’s revolution gave way 
in turn to continuing Soviet economic 








ra. 

All too little has been written in 
English about this crucial period of 
Euro-Asian history, partly because 
there are too few reliable surviving 
sources. All the pity then that Halperin, 
who clearly knows his subject, is such a 
poor writer. The repetitive and turgid 
prose displays some of the same “book- 
men” mentality he derides in medieval 
Russian historians. There is also a sad 
lack of some of the colour that might 
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have been derived from contemporary 
manuscripts. Also missing is a back- 
ground on pre-Mongol Russia and on 
what was happening in China and Persia 








and the B tium, Seljuk, Ottoman | and military cooperation and the sta- 
Turk and West European worlds at that | tioning of Soviet troops in Mongolia re- 
time. mains a sticking point in improving 






This makes the book very much less 
interesting to the non ialist reader 
than it could have been in the hands of a 
more gifted writer. Who can do for the 
Mongols in Russia what Arthur Koes- 
tler did for the Khazars in The Thir- 
teenth Tribe. The Khazars were origin- 
ally Turkic nomads who settled down 
and converted to Judaism, an event 
which was the key to the later 
=e of Russian and East Euro- 
pem ewry. The Khazar kingdom, at its 

ight between the seventh and 10th cen- 
turies, had been centred on the same 
st land between the lower Volga 

iepr rivers as the Golden Horde. 
— Philip Bowring 


Sino-Soviet relations. 

As Elizabeth Green noted in a De- 
cember 1986 article in Asian Survey: 
“For the foreseeable future, Mongolia’s 
continuing close alliance with Moscow 
and deep-seated distrust of Chinese in- 
tentions preclude all but minor changes 
in the state of Sino-Mongolian rela- 
tions.” 

Mongolia remains a key watching 
post for those charting the future course 
of Sino-Soviet relations, exemplified in 
Soviet leader Mikhail Gorbachov’s July 
1986 Vladivostok announcement of a 
partial withdrawal of troops from Mon- 
golia and Afghanistan. The extent to 
which that announcement was en- 














Watching the watching post 


Mongolia: Politics, Economics and Society by Alan J. K. Sanders. Francis 











thusiastically endorsed by the au- 
thorities in Ulan Bator remains in ques- 
tion; as has always the degree to which 
Mongolia charts its own course, despite 
its admission to the UN in 1961 and its 
diplomatic recognition by about 100 
countries, including the US this year. 

Sanders is well qualified to write the 
work under review, given his position as 
editor of the BBC’s monitoring services 
of the Soviet Union. He also studied 
Mongolian at the Mongolian State Uni- 
versity in 1968-69 and has subsequently 
revisited Mongolia. 

The format of the book, one in the 
Marxist Regimes series, militates 
against its readability as a coherent 
whole. But its sub-division into sections 
on history, geography, political struc- 
ture and provision of key population, 
industrial and other data make it an in- 
valuable reference handbook. 


W here Sanders is strongest is in his 
detailed deciphering of the current 
Mongolian leadership and their evolu- 
tion, including the transition from the 
autocratic Yumjaagiyn Tsedenbal who 
led the republic from the 1950s until his 
removal in 1984, to Jambyn Batmonh; 
and in economic affairs, especially the 
country’s close involvement with the 
Soviet economy. 

As Sechin Jagchid and Paul Hyer 
note in their Mongolia’s Culture and So- 
ciety, apart from a short period during 
the high point of the Sino-Soviet al- 
liance, when China sent considerable 
aid to the Mongolian republic, Mon- 
golia has remained totally under Soviet 
influence. “The significance of this 
development is that Mongol trade pat- 
terns, traditionally oriented toward 
China, have now been integrated within 
the patterns of Soviet and East Euro- 
pean exchange.” 

Sanders provides invaluable docu- 
mentation of this integration, but also 
gives useful data on what he sees as 
a slow warming of relations with China, 
while noting: “Although there had been 
some movement of the ice, a general 
thaw in Mongolian-Chinese relations 
seemed dependent on a warmer 
airstream between Moscow and Peking 
to produce a more general change in the 
political weather. Re-establishment of 
relations between Sir seme and 
[et rreteincd a matter for indefinite 

ture. 

Sanders has drawn largely on recent 
material available only in Russian or 
Mongolian, especially the Mongolian 
press, as well as a comprehensive range 
of other published material, to provide 
a thorough contemporary survey of 
a nation which remains largely unfamil- 
iar to the West. — David Porter 
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Chaebol under pressure from within and without 


Disputed legacy 


By Mark Clifford in Seoul 


ie death last month of Samsung 
founder Lee Byung Chull has 
prompted renewed questioning about 
the future not only of Samsung but also 
of South Korea’s other powerful busi- 
ness groups. 

The passing of management from the 
founding fathers to their sons, coupled 
with the inevitable need for more pro- 
fessional management as the groups 
grow, is difficult enough. Moreover, the 
scattering of equity ownership among 
dozens of family members at many 
groups opens the yer for a dispute over 
management control after the founder 


dies. 
Compounding the problem, how- 
ever, is public pressure for the business 
oups, or chaebol, to be broken up. 
at pressure is all the more ominous 
with both presidential and national as- 
sembly elections looming. 

But the biggest long-term eee 
to continued family control of the 
chaebol will be their international 
competitiveness. The groups have em- 

ised growth rather than profitabil- 
ity, and most of them are made up of an 
unwieldly collection of unrelated com- 
panies. Just as US and European con- 
glomerates learned to their dismay that 
diversification could spell disaster, 
South Korea’s chaebol may discover 
that competitive pressures will force 
them to specialise. The passing of the 
founding entrepreneurs may pave the 
way for that transition. 

e 10 largest chaebol account for 
nearly one-quarter of the country’s 
GNP on a value-added basis. Most of 
the groups have grown opportunisti- 
cally, often by starting companies al- 
most at random or, with the help of gov- 
ernment-subsidised loans, acquiring 
insolvent firms.. Corporate business 
strategies usually boiled down to one 
word — expansion. 

As South Korean corporations come 
of age, and as the founders pass from 
the scene, coherent business strategies 
and, more to the point, rational profes- 
sional managers, can be expected to 
emerge at the groups. 

“I'm watching very carefully to see 
how well” large business groups are ac- 
complishing their management succes- 
sion, says Park Yung Chull, senior sec- 
retary for economic affairs to President 
Chun Doo Hwan. 

“The sons and grandsons at con- 
os such as Sengon and 

orea Explosives realised they could 
not be as powerful as their fathers and 





grandfathers,” says Park, “and they im- 
mediately forged alliances with a very 
brilliant group of professional mana- 
gers. Maybe it’s a survival instinct.” 
Something of the sort has already 
taken place at Lucky-Goldstar, where 
the ni, ya succession took place 
in 1971 (REVIEW, 19 Nov.). But in the 
case of Lucky-Goldstar, it was not until 
more than a decade after the founder’s 
passing that top management, stung by 
sliding profitability and increased com- 





petition from arch rival Samsung, be- 
gan to implement more profit-oriented 
licies. That renewed attention to pro- 
tability was capped in a sweeping reor- 
ganisation of the Goldstar group, an- 
nounced in March, which will eliminate 
overlapping products and merge the 
maze of electronics companies into five 
distinct divisions. 

This kind of product specialisation, 
and the formulation of more coherent 
business strategies, is the pattern many 
analysts expect to see the internation- 
ally oriented chaebol follow. A com- 
pany that is competing in the global car 
or electronics markets cannot afford to 
waste management time — let alone 
capital resources — in troubled indus- 
tries such as shipping. Of course in 
South Korea, where private business in- 


‘terests have often been subservient to 


public policy, simply shutting down or 
selling off a troubled division, may be 
politically impossible. 

But diversity has its costs, especially 
in management time and attention. The 
Daewoo group, which has grown almost 
exclusively by acquiring financially 
strapped companies and by formin 
joint ventures with foreigners, learne 
that lesson last summer, when Daewoo 


Stepping out of line 


Samsung faces the trials of succession 


Sau is certainly better equipped 
to weather the wrenching transition 

tion of ement 
South Korean l. 
p has a highly centralised, fi- 


manage- 
ment team that keeps a close eye on the 
group’s nearly two dozen companies. 
(Management regards 22 companies as 
part of the core group, but, because of 
loosely part of the Samsung family 
tree.) 

And while has some prob- 
lem a ae, RAY Samsung Ship- 
building & Heavy Industries, which 
registered a loss of Won 46.5 billion 


Won 14.6 trillion and Won 161 billion in 





profits in 1986, after elimination of 
inter-com transactions. 
ps because 


Even though — or 
Samsung is the country’s 
premier business group, Seoul’s gossip 
mill is feverishly speculating that a suc- 
cession battle is . Founder Lee 
B Chull annointed his third son, 
Lee Kun Hee, to take over the group. 
While this is not unprecedented, succes- 
sion in South Korea almost invariably 
poss to the eldest son. W. I. Carr’s 
analyst, George Long, notes that 
in all the recent cases of a successful 
i ial baton — 


dest son took over the business. 
However, Lee Kun Hee has long 

been as his father’s successor 

— as far as 1979 he was named 


vice-chairman — whi 
should help him solidi hk wen. Hiis 


eee and Heavy Industries was 
hit by a bitter strike (REVIEW, 3 Sept.). 
Only the rsonal intervention of 
Daewoo chairman Kim Woo Choong — 
who ey several days at the shipyard 
— defused the potential for further vio- 
lence. Kim would have more profitably 
spent his time at a money-making enter- 
prise than a money-losing one. 

One of the next major groups to face 
the succession test may be Hyundai, 
where founder Chung Ju Yung stepped 
aside last spring in favour of his younger 
brother. But the elder Chung is still 
deeply involved in the company, as his 
pre-eminent role in labour negotiations 
in the summer showed. 


yundai seems almost certain to face 

an identity crisis as the importance 
of its car operation grows. Hyundai 
Motor’s Won 38 billion (US$47.8 mil- 

. lion) in profits last year made up well 
over half of the group’s earnings. And 
the car company’s importance seems 
destined to continue increasing. But 
most of the more than three dozen com- 
panies in the group are engaged in 
machinery or engineering businesses. 
The group is pinning its hopes on a cycli- 
cal upturn in these business, but if one 
does not come, the next chairman — al- 
most certain to be Chung Ju Yung’s el- 
dest surviving son, Chung Mong Joon 
— will face some difficult choices. 

As far as managements are con- 
cerned, the most immediate threat to 
the chaebol is political. “The major 
industrial groups are very concerned 
about the political uncertainty for the 
next several years,” says Park. Chaebol- 
bashing is fashionable during this elec- 





two elder brothers left the group in 1971 


and, before his death, Lee yung Chull 
filled pivotal itions 


ment 
with friends shia ko andarsi to be loyal 
to Lee Kun Hee. Yet none of that has 
prevented rumours, vicious even by 
Seoul’s standards, that Lee Kun Hee is 
not up to the job. 

Lee Byung Chull left six daughters 
and four sons, almost all of whom have 
interests in the companies. Their wil- 
lingness to challenge 46-year-old Lee 
Kun Hee are not immediately a nt. 


But, at the least, the group is to 
enter a holding pattern as Lee Kun Hee 
tries to entrench his power. 


South Korean business groups are 


held together more by personal loyalty 
than hefty equity holdings, which tend 
among family 


members 
companies. For , ac- 
cording to w. gore Kalli? rember 
and companies owned only 15.4% of 
the company’s ge ing arm, Sam- 
sung Corp., at the end of 1986. 
Moreover, Lee In Hee, the eldest 
child, and her husband owned the 
largest block of Chonju Paper apart 


tion year. And, though it is tem ting to 
dismiss much of the talk as rhetoric, 
businessmen looking back at the up- 
heavals that followed the rise to power 
of the country’s last two long-term pre- 
sidents have reason to be unsettled. 

In 1980, before he was even formally 
elected president, Chun forced the 
rationalisation and reorganisation of a 
Sweeping range of heavy industry, from 
cars to copper smelting. And one of as- 
sassinated president Park Chung Hee’s 
first moves was to arrest some of the 
country’s leading businessmen and 
threaten to confiscate their assets. 

Samsung’s Lee Byung Chull, in fact, 
was one of those arrested under the pro- 
visions of a Special Law for Dealing 
with Illicit Wealth Accumulation. After 
Park struck a deal with the business 
community which forced business lead- 
ers to allow the government to direct 
economic development, Lee became a 





significant, though not ne 


panies, 
ing 5.8% rere -» 2.4% of Sam- 
contacted, and 5.3% of Cheil Wool. 
Those stakes will be important, but not 
t as Lee Kun Hee’s ability to 
esta’ himself as the new family and 
corporate leader. — Mark Clifford 





PERF seems Pen sie ee ee 


founding member and the first head of 


the Federation of Korean Industries, 
the chaebol’s powerful lobbying group. 

As a Harvard University study, 
whose contributors included current 
Finance Minister Sakong Il, noted in 
1980: “If there can be said to be a Korea 
Inc., it is the government that is chair- 
man of the board, with business holding 
a few of the directorships.” 

While business leaders are aware 
that they are vulnerable because of their 

ndence on the government, they 
suffer in public eyes precisely because of 
their close identification with the gov- 
ernment. South Koreans have a curious 
ambivalence about the rich. While rags- 
to-riches stories are the stuff of legend 
in many countries, in South Korea 
wealth, or at least new wealth, always 
appears tainted. 

“There are so many rags-to-riches 
stories,” said one South Korean busi- 
nessman, who was trying to ex- 
plain public resentment. While 
South Koreans as a whole are 
far better off than they were 
even a few years ago, there is 
grumbling about corruption. Jus- 
tified or not, chaebol are obvious 
targets if a new administration 
wants to show it is doing some- 
thing serious about economic 
concentration. 

However, it is unlikely that 
any radical measures will be 
taken against the chaebol. The 
most likely scenario is that the 
current government’s announced 
policy of forcing the business 
groups to replace debt with 
equity and to reduce cross-hold- 
ings among different companies 
in a business group would be ac- 
celerated by the next govern- 
ment. Those holdings are already 
being diluted as the chaebol re- 
luctantly follow the Economic 
Planning Board's decree. In July 
the board instructed 26 of the 
biggest chaebol to sharply prune 
cross-holdings within three years. 

In fact, the strategy of reducing the 
gearing ratios and cross-holdings will 
actually benefit chaebol in the long run. 
Their Aande on government-con- 
trolled credit lines would be reduced 
and their independence increased. But 
for groups that have always thrived by 
working closely with the government, 
the idea of standing on their own feet is 
somewhat Santing 

It would be foolish to prophesise the 
decline of the chaebol. But interna- 
tional market forces coupled with 
domestic political pressure and the pass- 
ing of power to a new generation make 
it likely that in five years’ time the largest 
chaebol will have started shedding some 
of their peripheral businesses. That 
evolution could have far-reaching con- 
sequences for this centralised economy 
where a handful of businesses have long 
exercised a dominant role. o 
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_ By Shada islam in Brussels 
Th European. Community (EC) is 
confident that its “pragmatic” new 
proposals for tougher worldwide action to 
srotect intellectual-property rights — 
ind the soon-to-be unveiled recommen- 
dations for liberalising world trade in 
“services — will inject a “much-needed 
“sense fo realism” to discussions. now 
‘under way within Gatt. ` 
The EC’s main aim in the services 
“sector, says External Trade Commis- 
“sioner Willy de Clercq, is to work out 
_the kind of Gatt process that was started 
for trade in goods in 1947. The emphasis 
of the EC’s approach will be on the “sec- 
toral appropriateness” of the different 
liberalisation measures studied during 
the Uruguay Round. Some sectors, 
such as telecommunications or films and 
TV, may not be ready. for full-scale 
liberalisation, says an EC expert. Nor, 
for “political and immigration restric- 
tion” reasons, will the EC. be able to 
_ open its borders to cheap Third World 
‘labour to be employed, for instance, in 
-the construction industries.. 
1 Gatt is looking into the trade-related 
aspects of. intellectual-property rights 
and drawing up new ground rules for 
- fiberalising the services sector, as part of 
the Uruguay trade-liberalisation negoti- 
ations. 
Regarding intellectual-property rights: 
» The EC wants all Gatt members to 


crimination, national treatment, trans- 
parency and dispute settlement. This is 
‘meant to- ensure that EC trademarks 
and patents get global protection, and 


Taking a soft line 


The EC proposes its own service-sector trade rules 


implement the. principles of non-dis-. 


that imports do not get less-favourable 


: treatment than similar, locally pro- 


duced items. 


>: While not pressing for the immediate. 
conclusion of a special convention on in-` 


teliectual-property rights, the EC hopes 
to step up enforcement both internally 
and at the border — with customs hav- 
ing the power to prevent trade in coun- 
terfeit goods. 

» Courts should impose appropriate 
deterrent penalties. 

Regarding liberalisation in the ser- 
vices sector, the EC says that: 

» New rules should be “sectorally ap- 
propriate” and take account of the ob- 
jectives of developing countries. 

>» A permanent regulations committee 
should be set up within-Gatt to examine 
national regulations for services and 
identify those which discriminate by na- 
tional origin in any way. Special princi- 
ples of behaviour may be needed for na- 
tional monopolies and. firms with “do- 
minant positions.” 

» A. standstill on new protectionist 
measures in the services sector should 
be décided, and special dispute-settle- 
ment procedures for services-trade con- 
flicts would be needed. 

The EC does not specify which ser- 
vices it intends to discuss within: the 
Uruguay round. aa ; 
e EC is convinced, however, that 
its proposals on intellectual-property 
protection. and services will reassure 
still-sceptical developing nations and 
especially quell any doubts. and fears 
raised by US tough-talking. Unlike re- 














tic.” 

But, like the US, the community is 
determined to ensure the “effective and 
adequate protection” of its trademarks 
and patents. 

The new EC popa: on an agree- 
ment on services to be tabled shortly in 
Geneva -also take account of develop- 
ing-countries’. preoccupations, EC offi- 


«cials: stress.. The EC intends to make it 


clear “at the start” that any moves to 
liberalise international trade in services 
must also be compatible with the needs 


‘and requirements of developing coun- 


tries. Each such country will therefore 
be asked to define its own national view 
of development and Gatt rules will have 
to reconcile these needs with the overall 
goal of trade expansion. 

The EC suggests that a special “regu- 
lations. committee”. should be set up: 
first, to compile a list of each nation’s 
regulations existing in the services sec- 
tor; secondly, to identify those that are 
regarded as inappropriate: The commit- 
tee will have before it an agreed list of 
“policy: objectives” for each: services 
sector and an illustrative list of the types 
of regulations considered appropriate: 
on a sector-by-sector basis. Developing 
countries. that, for instance,.want to 
build an efficient domestic-banking sec- 
tor and refuse, therefore, to open up the 
sector to foreign: banks, may be able to 
ensure that such a requirement is 
written into the list of policy objec- 
tives. 

But de Clercq, who insists that EC 
exports of services valued at US$111.8 
billion, are twice as high as US service 
exports and four times as high as exports 
from Japan, is‘also determined to obtain 


the same provisions for non-discrimina- 


tion and national treatment as those 
being sought by the US. oO 
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POLICIES 


-Minimal protection 


By Mark Clitford 
















election issue has prom 


_ wage level to postpone a decision until after the 16 De- 


-cember election. 







Œ outh Korea’s first minimum-wage law is scheduled to 
take effect on 1 January. But fear of it becoming an 
pted the committee in 


Labour and management representatives are far apart. 
lanagement has called for a minimum wage of around Won 
100,000 (US$125.80) a. month, depending on the industry. 
Uni are calling for a minimum wage of around Won 

150,000.a. month. They back their claims with a study show- 
. ing that the subsistence level for a young, unmarried, male 





charge of the 
















likely to be set at around Won 120,000 a month, exclusive of 
overtime and bonuses, citing a study by the government- 
funded Korea Development Institute that sets the monthly 
subsistence level at Won 11 
depend on who wins and by how much, . 

Unionists have high hopes for the minimum wage. The 
35,000-plus workers, mostly young women in textile-, gar- 
ment- and electronic-assembly factories, who. currently - 
earn less than Won 100,000 a month will be the most obvi- 
ous. beneficiaries. But the minimum-wage system should 
also ensure that workers are paid time-and-a-half for over- 
time. “This confirms clearly that the 48-hour work week is 
the basis for everything else,” says a union adviser. 

The minimum wage will be decided by a committee 
made up of nine representatives each from the FKTU, em- 
ployers’ organisations, and government and academic ex- 
perts. Although the Labour Ministry has had the power to 


he figure will largely 





worker is Won 139,000 a month. The study, funded by the - impose a minimum-wage law since 1963, a National Assem- 







..Federation of Korean Trade Unions (FKTU), was con- 
“. ducted by researchers at Seoul National University’s Eco- — 
oth Cenin 






Goveram 


nt sources say that the minimum wage is 


bly law, which was only passed late last year, finally forced 
the ministry to act. Separately, the country’s labour-stand- 
ards law, which was revised in October, now prohibits an 
average work week of more than 62 hours. = 























| EW products and services 
for customers are making 
today’s banking more 
competitive than ever before, The 
right systems to achieve customer 

- : satisfaction are now essential fora. 
bank to compete. . 

At Unisys, we've developed FSA 
(the Financial Systems Architecture), 
a complete branch automation system 
<n covering front and back office, 

: designed to adapt to your own 
fe products, services and unique 
. precedures, now and into the future. 
FSA provides highly efficient 
teller stations, and it is also a powerful 
sales tool for your staff to present 
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customers with different financial 
products and options on-screen, . 
before their eyes. 

Data transfer between central 


information sources means your staff 


‘can work with the customer's own 
- financial details to provide clear and 


reasoned suggestions in helping the 
customer manage his finances. 

Unisys FSA works on B25 family 
of computers with their unique 
in-built networking capabilities to 
offer the modularity and flexibility 
you need to work with the growing 
range of products and services 
offered to your customers: 

With other banking solutions, 





z MAPPER, tailoring applications on 


Unisys ishelping ban 
reach higher- 
levels of 

customer 


such as VIPS (a voice processing 
system for banking-by-phone), - 
BancLinc, GWB (Global Wholesale 
Banking), Unisys.is in aunique 
position to supply a range of ready. 
made systems to the financial a 
marketplace. And with our Fourth 
Generation Language tools, LINC 






































our renowned Unisys computers 
fast and efficient. - 

In today’s competitive basking 
environment, systems designed fo 
customer satisfaction can give yi 
leading edge. aA 

Unisys and banking. 
The power of °. 







The powerof 2 
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ENERGY 


Back-burner crisis 


Indonesia worries about the need for future oil imports 


By Michael Vatikiotis in Jakarta 


mid continued uncertainty over 

world oil prices, Indonesia's vital 
petroleum sector is threatened by the 
depletion of reserves and a decline in 
production capacity, which could mean 
that it will have to import oil within the 
next decade. 

In recent months, the oil industry has 
focused its attention on a single sen- 
tence towards the end of the authorita- 
tive Petroleum Report produced by the 
US Embassy in Jakarta. “If the worst- 
case forecasts are correct,” the report 
says, “Indonesia’s crude-oil and con- 
densate consumption will exceed its 
production by the year 2000.” In other 
words, Indonesia could have to buy oil. 

Gloomier predictions have emerged 
since the US report was published in 
July. Industry sources suggest that 
among Opec members, Indonesia has 
the slimmest margin between its current 
production quota (1.19 million barrels 
per day — bpd) and 
production. According to worst-case 


tential maximum | 


ing contracts under the present laws.” 

But while Suharto said he wants to 
see higher spending on exploration in 
return, oil companies fear that changes 
to the PSCs may include changes to the 
lucrative full-cost recovery clause. 

Balanced against this are indications 
that Pertamina is considering inviting 
foreign oil companies to operate fields 
which are considered to be near deple- 
tion or operating at marginal efficiency, 
under joint-operations agreements. 
The first of these was scheduled to be of- 
fered in November, but none has yet ap- 
peared. 

Pertamina’s new director-general for 
exploration and production, Suyitno 
Patmosukismo, is spearheading a drive 
to encourage enhanced oil ,recovery 


tributing to domestic energy needs. 

Suharto has recently appointed a 
ministerial team to step up the develop- 
ment of alternative sources of electric 
energy. The fact that the team is chaired 
by Research and Technology Minister 
B. J. Habibie is being interpreted as a 
sign that the government is anxious to 
accelerate this process, which involves 
the construction of more coal and natu- 
ral gas—fuelled power stations. 

In another development, the small 
domestic natural-gas company, P. N. 
Gas, has recently signed a five-year con- 
tract with British Gas to help organise 
town-gas supplies in Jakarta and some 

rovincial cities — a sign that Indonesia 
is moving to exploit the internal market 
for natural gas. 

The stress on the need to conserve oil 
for export and enhance existing re- 
serves, detracts somewhat from the nag- 
ing question of the oil sector’s vulnera- , 

ility to shifts in the benchmark price of 
oil on the world market. In one sense, 
the well-publicised drive to increase the 
proportion of revenue earned from non- 
oil exports is aimed at preventing the 


INDONESIA’S ENERGY PICTURE 
rede | ES (tidpinited a 


technical evaluations, maximum pro- [$ 
duction could fall as low as 1.2 million 


bpd by 1990. Depletion of existing fields | 


and insufficient exploration for new re- 
serves are blamed for this situation. 


Also, under the current production- |] 


sharing contract (PSC) terms with 
foreign oil companies, the government 
does not receive its 85% share of pro- 
duction until the foreign company has 
recovered the full cost of pre-produc- 
tion investment — which is paid in oil. 
Thus, it is possible Indonesia may well 
have to buy locally produced oil from 
foreign companies to meet domestic re- 
quirements. According to at least one 
major foreign oil company perang 
here, this may occur as early as 1992. 
Concern over this possibility has 
prompted government moves to in- 
crease exploration and diversify domes- 
tic energy consumption away from oil 
which could instead be exported. Ac- 
cording to Abdul Rachman Ramly, pre- 
sident-director of the state oil company, 
Pertamina, budgeted exploration and 
roduction expenditure is set to fall 
rom US$3.4 million in 1986 to US$3.1 
million in 1987. The disastrous fall in oil 
pea in 1986 is partly to blame for this, 
ut uncertainty over the government's 
intentions regarding the renewal of PSC 
arrangements — 11 of which come up in 
the 1990s v has also affected some com- 
ies’ willingness to invest. 
in an attempt to dispel doubts about 
the government's intentions, President 
Suharto announced in October that 
the government “has basically ap- 
proved of extending production-shar- 


(EOR) schemes to boost production 
from existing fields, instead of relying 
on wild-cat strikes. The problem is cost. 
Sophisticated methods of EOR, such as 
the steam flood project in the Duri 
Field, are expensive. However, the 
scheme is expected to add a minimum of 
2 billion barrels to recoverable reserves. 
New discoveries in Indonesian conces- 
sions nowadays rarely turn up re- 
serves of more than 50-100 million 
barrels. 


At: with efforts to increase produc- 
tion, Jakarta seems to be renewing 
its attempts to stem the diversion of 
otherwise exportable oil into the 
domestic market. Addressing delegates 
to the Third Indo-Energy Exhibition in 
Jakarta in late October, Energy Minis- 
ter Subroto said that the proportion of 
commercial energy provided by oil had 
fallen from 82% to 63% in the past de- 
cade. But he added that assuming a 3% 
growth in domestic demand for energy, 
1.1 million bpd would be needed by the 
year 2000. Even if oil’s share of the 
energy mix were to drop to 50%, this 
would still require an increase of 
about 25% in the volume of oil con- 





drastic budgetary cuts induced by last 
year’s fall in oil prices. 

Coordinating Minister for Econo- 
mics, Finance and Industry Ali Ward- 
hana recently told the REVIEW that the 
non-oil export sector grew by 21% in 
the first eight months of this year. But, 
as the Petroleum Report points out, on 
current performance the manufacturing 
sector would have to grow by 8% to 
achieve a one percentage-point growth 
in. total exports. By comparison, a 
change of less than 40 US cents a barrel 
in oil prices would accomplish the same 
change in total exports. 

Given the continued pre-eminence 
of hydrocarbons as a revenue source (an 
estimated 60% of total foreign-earned 
income), observers have been encour- 
aged by an apparent reorganisation of 
Pertamina in the past few months. This 
saw the placing of younger men with 
new ideas in key positions. The hope is 
that as a result, problems associated 
with the negotiation of new PSCs and 
establishing a strategy for increasing 
ecu will be overcome smoothly. 

ether this would be enough to tide 
Indonesia over another period of tumbl- 
ing oil prices is another matter. 
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OUR NETWORKOF 
20 DEALING ROOMS 
WILLACTFORYOU 
AROUND THE CLOCK. 
AS SURELY AS 
NIGHT FOLLOWS DAY. 


A bank with more than twenty deal- 
ing rooms around the world is, to say 
the least, unusual. 

A bank which fully harnesses 
this resource to benefit its customers 
is exceptional. 

Standard Chartered has the 
dealing rooms, and the communica- 
tions systems, to deal on your behalf 
twenty four hours a day. Our Globe- 
watch service will execute your stop 
loss or target orders in London, Hong 
Kong, New York and, if necessary, 
a further seventeen major financial 
centres. 

We can also arrange for you 
to deal directly with a Standard 
Chartered dealing room outside 
your local time zone. 

And because of our involve- 
ment in so many of the world’s key 
economies, no other bank can trade 
continuously, on both a spot and 
forward basis, in a larger number of 
currencies. 

Foreign exchange dealing is 
just one way in which Standard 
Chartered co-ordinates the strengths 
of a network which spans over sixty 
countries, to give you a more flexible, 
imaginative and commercially valu- 
able service. 

To find out more, contact your 
nearest branch. 


Standard % Chartered 
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STRENGTH IN DEPTH 
ACROSS THE WORLD. 


HEAD OFFICE: 38 BISHOPSGATE, LONDON EC2N 4DE. 
































The new COMPAQ DESKPRO 386/20" 


‘The world now has two new 

benchmarks from the leader 
-in high-performance personal 
computing. The new 20-MHz - 

~ COMPAQ DESKPRO 386/20 and 
the 20-lb., 20-MHz COMPAQ 
PORTABLE 386 deliver system 
- performance that can rival 

- minicomputers’. Plus they intro- 
duce advanced capabilities 
without sacrificing compatibil- 
-ity with the software and hard- 
ware you already own. 


a Hong Kong, Microware USA. Limited, ‘Tel. no.; 471289, Tix. no.: 89586, Indonesia, Gmkom, Jakarta, Tel. no.: 361 
<> China/Mingu Hotel, Tel, no.: 568541 ext. 2957/2958, Tix. no 22848. People's Republic of China, Eekon —Hong Kong, 


Both employ an industry- 
standard 80386 microprocessor 


and sophisticated 32-bit architec- 


ture. Our newest portable is up 
to 25% faster and our desktop is 
actually up to 50% faster than 
16-MHz 386 PC's. But we did 
much more than simply increase 
the clock speed. 

For instance, the COMPAQ 
DESKPRO 386/20 uses a cache 
memory controller. It comple- 
ments the speed of the micropro- 


cessor, providing an increase in 
system performance up to 25% 
over other 20-MHz 386 PC's. It's 
also the first PC to offer an op- 
tional Weitek™ Coprocessor Board 
which can give it the performance 
of a dedicated engineering work- 
station at a fraction of the cost. 
They both provide the most 
storage and memory within their 
classes. Up to 300 MB of storage 
in our latest desktop and up to 


100 MB in our new portable. 


343, Tix. no. 663651. Malaysia, Microcomputer Centre, Kuala 
Tel. no. 714028, Tix. no: 76626. Philippines, Datronics, Manila, 





Both use disk caching to inject 
more speed into disk-intensive 
applications. 

__. As for memory, get up to 16 MB 
of high-speed 32-bit RAM with 
the COMPAQ DESKPRO 386/20 


and up to 10 MB with the COMPAQ 


PORTABLE 386. Both computers 
feature the COMPAQ" Expanded 
Memory Manager, which supports 
the Lotus’/Intel*/Microsoft® Ex- 
panded Memory Specification 
to break the 640-Kbyte barrier. 


Lumpur, Tel. no.: 7188332, TIX no.:.37830. Pakistan, Computer Graphics and Systems, 
TEL no.: 818-2703, Tix. no.: 23232. Singapore, Computer Industries Ltd; Tel. no.: 225836, 





and the new 20-MHz COMPAQ PORTABLE 386" 


_ With these new computers 
plus the original COMPAQ 
DESKPRO 386™ we now offer 
the broadest line of high- 
performance 386 solutions. 
They all let you run software 
being written to take advantage 
of 386 technology. 

And to prove it, from now until 
December 31, 1987, we're including 
Microsoft. Windows/386 Presenta- 
tion Manager free with your pur- 
chase of any COMPAQ 386-based 





PC. It provides multitasking 
capabilities with today’s DOS _ 
applications to make you consid- 
erably more productive. But- 
that's just the beginning. For 
miore information, see the listing 
below to call the Authorized 
COMPAQ Computer Dealer 
nearest you. a 





Intel, Lotus, Microsoft; and Weitek are 
trademarks of their respective companies, 
©1987 Compaq Computer Corporation. — 
Allrights reserved... cee : 


Lahore, Tel. no.: 237283, Tix, no.: 24492. People’s Republic of China, ComputerLand = 
‘Tix.no.: 22907. Thailand, Olympia Thai, Bangkok: Tel. no.: 2340770, Tix. no.) 20191. : 
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THE CHARISMA OF THE FILIPINA. IT COMES FROM SOMEWHI 
AND IT SHINES ON EVERY FLIGHT. 


SHINING THROUGH 





BEP WITHIN. 


Jim BEAM 
The world’s 


best selling 
bourbon. 



















A FA AREE r 
KENTUCKY STRAIGHT BOURBON WHISKEY: 80 PROOF. DISTILLED AND BOTTLED BY JAMES B. BEAM DISTILLING CO., CLERMONT, BEAM, KY. 


| THE REVIEW OF ADVERTISERS 


_ The advertising carried in the The Review’s “Review of 

Review represent every category Advertisers” contains a sample of 

- from airlines and hotels, banking every campaign carried by those 
and financial services, liquor and companies promoting their 

luxury products through to message to the highest 

shipping, industry, and many many concentration of influential, affluent 
more from over 550 of the world’s individuals available through any 
leading companies. publication in this region. 
























With an average of 50 pages of If you would like a copy of this 
advertising per issue anda totalof booklet, write on company 

over 2,700 pages throughout last letterhead to: 

year, the Review continues not only 

to be compulsory reading for senior Ms Elaine Goodwin 
executives conducting business in General Sales Manager _ 
Asia but a compulsory part ofany Far Eastern Economic Review 
advertising schedule aimed at Asia’s | GPO Box 160 | 
„decision makers. — — HongKong 








Theres a General Electric washer and d 
_ forevery fashionable wardrobe. — 


You take care of yourself and your family with 
fine-quality clothing. So take care of your clothing 
with high-quality home laundry appliances from 
General Electric. 
We offer top- and front-load washers that can 
-handle anything from heavily soiled clothes to 


_ the most delicate garment. And dryers that finish 


the job beautifully. 
Our premier top-load washer effectively 
gives you three washers in one. With the capac- 


ity to handle large, family-size loads. A basket 


attachment for delicates and handwashables. And 
a concentrated spot-scrubbing cycle for very dirty 
or stained clothing. 

We have front-load washers, too. Designed, 
once again, with the flexibility to take on any 
< family wash job. With, of course, built-in water 
heating capability. 


GENERAL GÒ ELECTRIC 


General Electric puts more into its bome appliances 
to help you get more out of life. 


For drying, there’s nothing better than advanc 
General Electric dryers. Most give you a wide 
variety of cycles and temperature settings to en 
proper fabric care. Some even control interior | 
temperature automatically to prevent damage 
from overdrying and shrinkage. 

General Electric washers and dryers. Fashio : 
able design. Durable, easy-to-clean interiors and 
exteriors. Long-lasting components. Convenience 
features engineered to help you spend less time 
on laundry and more time on the things you 
like to do. E 

See your General Electric distributor/dealer 
today for the washer and dryer that best fit you 
your home and the way you live. 


Equatron Pte. Ltd. — Singapore 4666533 

Equatron (M) SDN. BHD, ~ Malaysia 03-7558322/04-62331 

General Appliance Co., Ltd. — Hong Kong 3-424647/3-963337/ 5239715. 
Ho Tai Development Co., Ltd. — Taipei, Taiwan, R.O.C. (02) 505-9720 





Hitachi's wide-ranging auto- 
motive technologies include 
car audio, the Satellite Drive 
“Information System featured 
on Nissan’s CUE-X concept 
car and a microcomputer 

engine control system. 





Automobiles should be more than safe, comfortable 


machines. They should also be able to communicate 
with the world around them. 


Recent advances in car electronics technol- 
ogy have been remarkable, They've not only 
improved basic functions such as engine 
control, they're now being seen in man- 
machine interfaces providing more comfort 
and operating ease, and even in communi- 
cations with the surrounding world. Down 


the road there are things even more exciting. 


Hitachi’s scientists and engineers are at 
work on a Multi Information System using a 
color thin filter transistor LCD to display 
operating information, road maps and a 
navigational system using these maps. With 
this system a driver could obtain a variety of 
driving information simply by touching the 
display screen. Eventually, he’ll be able to 
issue verbal commands to, for instance, 
regulate the temperature within his car. 
Hitachi electronics and semiconductor tech- 
nology can also bring free communication 
with the outside and determine a car's 
exact location through use of Global Posi- 
tioning System satellites. 





Hitachi has also developed a highly 
acclaimed hot wire air flow sensor used in 
engine management. It helps achieve the 
diametrically opposed goals of maximum 
power and fuel economy. And we've created 
many other superior products for driving 
control, suspension control, air conditioning 
and audio. 


We link technology to human needs; and 
believe that our special knowledge will create 
new, highly sophisticated functions that are- 
also easy to operate. Our goal in automotive 
electronics — and medicine, energy and 
consumer electronics as well — is to create 
and put into practice innovations that will 
improve the quality of life the world around. 


©) HITACHI 


Hitachi. Ltd. ‘Tokyo, Japan 
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Uneven exchange? 


A Fokker sale stirs resentment in Europe 


By Nick Seaward in Kuala Lumpur 


| "Whe Dutch aircraft ‘manufacturer 
<œ Fokker has just clinched a US$80 


million order to sell its new F-50 twin- 


engined feeder aircraft to Malaysian 
Airline System (MAS). In return, the 
Netherlands Government has awarded 
MAS additional landing rights at 
Amsterdam’s Schiphol airport. In doing 
|. 30, MAS has circumvented British ef- 
forts to prevent it gaining a larger share 
of the lucrative London-Sydney/Mel- 
bourne traffic. : 


The deal between the Dutch and the | 


Malaysians is in direct contravention of 
* the General Agreement on Tariffs and 
Trade, which prohibits any linkage be- 
tween landing rights and aircraft sales. 
It is considered unlikely, however, that 
a complaint will. be lodged against the 
Netherlands by any.of the four other 
| Gatt signatories — Britain, France, 
Italy and. Canada. —- whose. aircraft 
| manufacturers had been hoping to win 
the Malaysian order. 
; The reason, according to. a senior 
| diplomat of one of the countries, is that 
| members of the EC do not take each 
| other to Gatt. Some. industry sources 
| put it rather differently: they say that if 
{one of Fokker’s competitors blows the 
|. whistle on the Netherlands, it might 
|. face similar retaliatory action. 
“In particular, France. is believed to 
“have offered extra flights to Paris in its 
bid to push its new ATR 42 turbo-prop. 
The aircraft, however, is a joint produc- 
tion with Italy and Alitalia was not pre- 
pared: to: countenance MAS being 
| -given landing rights at Rome, as this 


would. cut into its Australian traffic. 
Britain, meanwhile, is understood to 
have refused Malaysian: demands. for 


‘sixth. and seventh flights a week to 


London to help British Aerospace’s 
efforts to sell its new ATP airliner 
to MAS.. Prime Minister - Margaret 
Thatcher flatly turned down the request 
from her Malaysian counterpart Datuk 
Seri Mahathir Mohamad during his offi- 
cial visit to Britain in August. 

The ostensible British positionis that 
it does not entertain “linkages” in air- 
craft-sales negotiations, as these are 
against Gatt rules. But the real reason is 
that Britain is still furious at thé way 
Malaysia reneged on a clear under- 
standing that MAS would order Rolls- 
Royce jet engines for its third Boeing 
747 in return for MAS being given a fifth 
flight a week to London in 1986. That 
deal had been hammered out personally 
by Thatcher during her 1985 visit to Ma- 
laysia,. but MAS ordered: Pratt and 
Whitney. engines for the new aircraft 
and has just specified General Electric 
for its fourth. : 

The Dutch position is that there was 
no such: linkage in the recent Fokker 
sales. While conceding that Malaysian 
Transport Minister Datuk Ling Liong 
Sik had signed an agreement for two 
extra flights barely a month before Fok- 
ker won the order, an official at the em- 
bassy in Kuala Lumpur stated that the 
additional flights “would have had to 
come some time this year anyway.” He 
also pointed out that the F-50s will be 
replacing earlier Fokker models and 





| A little privacy 


| Pakistan to sell a fraction of its flag-carrier 


By Husain Haqqani in Islamabad: 

he Pakistan Government has de- 

cided to sell 10% of Pakistan Inter- 
national Airlines (PIA) in a bid to: re- 
vive interest in its plans for the partial 
privatisation of the country’s public sec- 
tor. 
Although privatisation. plans ‘were 
first announced in June 1985, they have 


-been stalled by political and bureaucra- 


: tic opposition. Last year, a plan to sell 
shares worth Rs 1.1 billion (US$62.9 


million) in state enterprises, including — 


“PIA, on the local stockmarket was 
-shelved after objections from ministries 
|. controlling the companies earmarked 
for disinvestment (REVIEW, 4 Sept. 





However, criticism by investors that 
interminable government delays are 
forcing them. to. divert available. funds 


‘into other financial instruments has led 


to an acceleration in the pace of state- 
sector disinvestment in recent months. 
Bureaucrats opposed. to. privatisa- 
tion are beginning to accept that the 
government cannot now reverse its po- 
licy of relying on the private sector, hav- 
ing reduced the public sector’s share in 


new investment to less than. 30%. More- | 
ent faces the prospect — 
ofa Rs 23 billion budget deficit this year 
and the privatisation of state assets. 
could be a-significant source..of -re- 


over, the government faces the 


venue: 





_ its additional capacity is that the bulk of 


‘route in retaliation for what it considers 


ing optimistic assessments of investor 


at Rs 687 million. This represented a re- 





































there will be considerable commonality _ 
between the oldand the new. = 7 ceS 
At present MAS and the Dutch air- 
line, KLM, both operate one flight a 
week to and from Amsterdam. Under 
the terms of the new agreement, MAS 
will get a second flight using Boeing 
747s, starting in April 1988, and a third 
in 1989. KLM, meanwhile, is struggling 
to fill its one flight a week and is not ex- 
pected to follow suit. oe 
According to its competitors, the | 
reason. why MAS is confident of filling 


it is made up of Australian traffic. MAS 
currently operates six flights a week out 
of Australia, offering deep discounts 
out of Perth; Sydney and Melbourne. 
Three of them are timed to provide co 
venient connections at Kuala Lump 
for onward flights to Paris, Amsterdam 
and London. 
MAS is expected to continue to press 
for a sixth flight to London, claimi 
that it is losing passengers to other ca 
riers in Southeast Asia because of ins 
ficient capacity. British Airways (BA)is 
opposing the move on the grounds that 
poo passenger demand between 
uala Lumpur and London ‘is not even 
sufficient to warrant it-running a fifth 
flight a week. ; 
The row between:BA and MAS is 
part of.a much wider dispute between 
the established European and Austra- 


discounts on. the: Singapore-London 


to be SIA’s predatory pricing in the 
Australian market. <. 
The new landing rights. at Schiphol 
are expected to widen the dispute still 
further... 9 P e 


present. Last year, the government had 
intended- to-raise that amount to 19%. 
Underwriters had then expected to sell 
PIA shares mainly to foreign investors. 
_. The main reason for shelving the 
issue then was.an objection from the 
Ministry. of Defence, which controls the 
airline, to foreign participation. This 
time the main buyers of PIA stock are 
expected to be overseas Pakistanis, 
are looking for profitable means 0 
vesting their savings in the.country.. 
PIA’s prestige and continued growth 
are cited as the main factors encourag- 


interest in its partial privatisation. The 
airline has paid-up capital of Rs 1.94 bil- 
lion and its pre-tax profit this year stood 

















- turn on equity capital o 

line has been facing ligt 
despite making a profit 
bonus ‘shares, instead’ 













Critics say the exact alee and the 
methods used for marketing the-shares 
will be important factors in the success 
of PIA’s partial privatisation. Earlier 
this year a Rs 400 million:share issue of 
Bankers Equity Ltd (Bel) — a govern- 
mient-owned development-finance in- 
stitution —— was undersubscribed de- 
| spite the- company’s impressive per-. 
formance. 2 o o i 
The offer of a 40%: ‘stake. in Bel, 
which has managed an average return of 
more than 17.5% ‘on salty for the past 
five years, was one of the biggest in the 
history of Pakistan’s capital market. But 
_at-the close of subscription in April, 


Flights of fancy 



























































By Michael Westlake in Hongkong 
he continuing saga of competing air- 
| port plans for southern China took a 
“new turn-on 23 November when Macau 
Governor Carlos Melancia announced 
hat a HK$3.5 billion (US$448.7 mil- 
lion) international airport: would’ be 
built on reclaimed land alongside the 
iny Portuguese-administered enclave’s 
Taipa island during the next four years. 
Melancia, who took over as Ma- 
cau’s governor three-months ago, said 
Portuguese officials would -discuss 
the proposal with their Chinese coun- 
elite at a conference in Bang- 
kok this month. He: said the airport 
“would be- managed by a franchised 
com 
about 30% of the construction costs. 
The Macau Government would take a 
stake in the company, and the rest of the 
funding would come ‘from banks, he 
added. 
-© Melancia also said an agreement 
h Portuguese flag carrier Trans- 
oortes Aereos gueses and freight 
airline Aeropo avegacao Aerea to 
rve the proposed airport was in the 
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gration checks. 

ly, Melancia’s announce- 

‘da stir in Hongkong where a 
ded by: local 


llion giant container ‘port 


plex east of Lantau Is- 
| gressively more difficult to” 


Aarket analysts blamed the govern- 


ment’s equivocal attitude to privatisa- "| 
| tion and the Finance Ministry’s in- 
adequate marketing efforts for the poor 
response. It was pointed out that 
foreign institutions were excluded from 
the offer while overseas Pakistanis, who 
bought.a third ofthe shares, did not 
know the specialist finance. company 
well enough. Loe 


To make matters worse, the govern- 


ment-run National Investment Trust 
failed to pick up the 20% reserved for it, 
suggesting that reports of lack of coordi- 
nation amon 
were accurate. 
are trading successfully on the Karachi 
Stock Exchange (KSE), and unsubscrib- - 
ed shares-are being sold in the market. 


government 


f agentis 
ow, however, Be 


shares 


|. time: Many. investors say they have put 





- The PIA offering, if made 

the KSE, would add to the stocks avail- — 
able on the exchange. Although active 
‘trading on the KSE is confined to 30-35 
of the 371 listed companies, the market 
capitalisation of the exchange has 
risen from Rs 23 billion in mid-1986 
to Rs 33.22 billion by November this 
year. ae 

The stockmarket has been waiting 
for.the public sector sell-off for some 










their money into high-yield government 
savings instruments after being disap- 
pointed by the‘slow.pace of privatisa- 
tion. Apart from PIA shares, the mar- 
ketis also expected to absorb bonds 
worth Rs 2 billion which will be floated 
soon by the country’s electricity mono- 
poly, the Water and Power Develop- | 
ment Authority. u 








pany which would have to bear | 





ssed that a Macau airport 


1a HK$12 million ‘contract — 


construction | 
ell Holdings wants to build | 


“Macau announces plans to build international airport 


been watching with a mixture of impati- 
ence and anxiety as plans for other air- 
ports in the vicinity of Hongkong have 
been unveiled (REVIEW, 2July). = ~ 

Optimists . believe the southern 
China market could support all of the 
proposed airports in the long term be- 
cause of the tremendous opportunities 
for passenger and freight traffic. They 
point to the close proximity of London’s 
Heathrow, Gatwick and Stansted air- 

rts in support-of their argument and 
insist’ that a possible profusion’ of air- 
ports. around Hongkong would not 
damage the territory’s role as a major 
gateway to China. 

Pessimists, however, argue that Bri- 
tain does not offér a reasonable econo- 
mic parallel with southern- China, 
where, they believe, too many airports 
could hurt Hongkong’s prospects. They 
also worry about air traffic control prob- 
lems because the airports would be too 
close to each other and stress that Hong- 


kong cannot afford to delay its decision 


on a new airport any longer. 
The Hongkong Government has.so 
far not reacted to the Macau s 
announcement. The Hong- 
kong Civil Aviation Depart- 
ment on 6 November signed. 





with RMP Encon, the Hong- 
kong subsidiary of US-based 
Ralph M. Parsons, for. a_ 
study of the future ofthe. 
territory's Kai Tak ` Air- 
port, which now- -handles 
about 12 million passen- 
gers a year. Departure and 
arrival opportunities -for 
more flights at Kai Fak are - 
expected to become pro- 






























obtain over the next few years.” | 

The study is expected to be com- | 
pleted in late 1988, and a decision on a 
néw airport is likely in early 1989. Re- 
cent comments by Hongkong Governor 
Sir David Wilson ‘and other officials 
suggest the government now believes 
that a new-airport and further port ex- 
pansion will be necessary. 

In the 1970s, Parsonsproduced a 
study on a proposed new Hongkong air- 
port at Chek Lap Kok‘island west of 
Lantau. The plan was shelved because 
of economic worries but it is now being 
reconsidered.’ Parsons ‘also. recently. 
made a study of an airport proposal for 
Shenzhen, the Chinese SEZ on nee 
kong’s northern border: Shenzhen offi- 
cials have said they are not happy with 
the sité chosen because of ‘noise pollu- 
tion problems for the 400,000 people — 
living close by.“ 

acau’s airport plan was produced 
in 1988 by Airconsult, a unit of West 
Germany’s Frankfurt Airport Author- 
ity. Its Hongkong offshoot, ITSG, de- 
clined to comment on Melancia’s. an- 
nouncement. Some industry experts, 
however, have expressed doubts about 
whether a Macau airport for interna- 
tional services with large-aircraft could 
be built for the price stated. Earlier 
plans for a Macau airport envisaged a 
‘single runway for smaller, local services. 

a It is thought that the ex- 
í tra infrastructure required, 
such as hotels and roads, 
would push the price way 
beyond HK$3.5 billion. An 
international airport would 
‘be technically feasible, say 
experts, but its economics 
are debatable. Assuming 
that Hongkong goes ahead 
with a new airport, a better 
on for southern China 
as a whole. might be the 
eat of the existing 
White Cloud airport-at Can- 
m, some 40 miles to the 
north. ‘go 
























JAPAN F INANE 
REPORT 


Published Fortnightly . 


The Most Authoritative Newsletter otf Its Kind 












Eastern Economic Review, Asia's leadin 
magazine. 
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The price is right 


Cheap hepatitis vaccine offers immunisation breakthrough 


By Bob Johnstone in Tokyo 


ewborn babies on the Indonesian is- 

land of Lombok last month became 
the first to receive an inexpensive South 
Korean—made vaccine under an ambiti- 
ous programme designed to bring the 
highly infectious viral disease hepatitis 
B under control in Southeast Asia. 

The programme is the work of the 
International Task Force on Hepatitis B 
Immunisation, a small independent 
group of health-care experts. Over the 
next four years, working largely 
through existing local Indonesian or- 
ganisations, the Bg cay to vacci- 
nate around 160, bies against the 
disease. Lombok was chosen for the 
programme because 15-20% of the 
population are carriers of hepatitis B, 
one of the highest rates in Indonesia. 

This month the task force begins a 
second model immunisation program- 
me in several rural and urban regions of 
Thailand where hepatitis B is endemic. 
This will be followed early next year by 
a third programme in Longan, about 
100 km northwest of Nanning in 
Guangxi province in southern China. 

The new programme is a direct result 
‘of the inititiative of eight immunisation 
specialists, who banded together last 
year to form the task force because the 
were frustrated at the continuing hig 
cost of existing vaccines. The self-ap- 
pointed group's goal was to bring the 
vaccine to the people who needed it 
most urgently — the millions of carriers 
of bapa B in the developing world. 

“We felt,” explains the task force’s 
executive director, Dr James Maynard, 


“that the world’s first anti-cancer vac- 
cine was being wrongly used . . . it was a 
high-priced vaccine, it was going to the 
wrong people and that the masses of 
babies in the developing world were not 
getting it, and would not get it unless 
something were done to help mobilise 
the vaccine’s utilisation.” 

Maynard and his colleagues decided 
to try and act as a catalyst to stimulate 
the production of less expensive vac- 
cines, mainly by bringing down unit 
costs through improved manufacturing 
methods and greater volume demand. 
To support their activities, the group 
enlisted the Programme for Appro- 
priate Technology in Health, a Seattle- 
based non-governmental, non-profit or- 
ganisation with a track record of fund- 
raising and project administration. 

Initial funding for the task force 
came from the Rockefeller Foundation. 
Funding of about US$1.3 million for the 
Indonesian programme came mainly 
from the James S. McDonnell Foun- 
dation, with the Indonesian Health 
Ministry contributing Rps 500 million 
(US$301,750). 

The group realised that there was no 
possibility of persuading health-care au- 
thorities to establish immunisation pro- 
grammes until inexpensive vaccines 
were available. So they set out to en- 
courage and assist existing and would- 
be vaccine manufacturers to produce 
tħem. As encouragement, they offered 


‘companies the incentive of huge poten- 


tial markets for their products. As as- 
sistance, they offered to help increase 


vaccine yields through technology 
transfer. 

For example, China currently has 
four institutes producing a combined 
total of about 12 million doses a year. 
But since three doses are needed to vac- 
cinate one child, and an estimated 16 
million babies are born in China each 
year, supplies are inadequate. 

At two of the Chinese institutes, the 
oup, at the invitation of the Chinese 
ealth ministry, and in close coopera- 

tion with the World Health Organisa- 
tion (WHO), has been working to in- 
crease vaccine production to 60 million 
doses within the next three or four 
years. 

Vaccines are conventionally made 
from the blood of chronic virus carriers. 
The viral antigen (which stimulates the 
blood to produce protective antibodies) 
is first separated, then purified and inac- 
tivated to rid it of any live virus or conta- 
minants. f 


Ms purification processes require 
1 millilitre of blood to produce 
one dose. A new method developed by 
the task force’s chairman, Dr Alfred 
Prince, at the New York Blood Centre 
can produce 10 doses from the same 
amount. Prince licensed the process, 
free of royalties, to a South Korean 
company, Cheil Sugar & Co., amember 
of the Samsung group. 

Having helped establish or build up 
vaccine production capacities in the re- 
gion, the task force invited companies 
to tender for the contract to supply the 
Indonesian programme. Maynard says 
that Indonesia was chosen because it 
was the first WHO member which had 
made mass immunisation against 
hepatitis B a priority. 

The task force laid down two condi- 
tions for tendering: vaccines had to be 
already licensed for use in Indonesia, 
and, to avoid the possibility of com- 





Fighting the cancer threat 


Hear tet 
one e particularly prev 


to the disease. Once infected, many 
bocsa: dome ce peral mp iral 
epatitis B damages their livers 
the organs vulnerable to other diseases, 
cirrhosis and liver cancer. 


cine is that, until now, it has been far too 
expensive for use in mass infant im- 
munisation mes in developing 
countries, w it is needed most. 
Seeking to recoup their investment, 
the vaccine makers have not been in a 
hurry to cut their prices. Until recently, 
two — Merk & 


multinationals 
Dohme of the US ang Pasteur Vaccins 
of France — have dominated the mar- 


| ket for the vaccine, largely to 
low-volume “boutique ets” in de- 
v prices 


eloped countries, where high 
present no problems. 
















continue to provide vaccines at the same 


programmie finishes. 
Five companies submitted tenders, 
three multinationals and two South Ko- 
rean ones. The decision was made on 
_ the basis of cost, and the winner was 
= Korea Green Cross Corp., a long-estab- 
lished and publicly listed pharmaceuti- 
_ cals: maker, which offered its vaccine at 
` a price of 95 US cents a dose 
__ Although Cheil Sugar’s production 
process can deliver more doses from the 


_Same starting material, the company is- 


new to the vaccine ‘business, whereas 
Korea Green Cross has been in produc- 
tion since 1983. Experts reckon that the 
latter has already produced, largely for 

domestic: usé, more than 10 million 
‘doses of its vaccine, more than any 
other manufacturer, and this has’ evi- 
tently enabled it to implement 
economies of scale. i 

The drop in price was dramatic. “It’s 
a quantum leap,” says Ian Gust, of 
Fairfield Hospital in Melbourne,’ the 
member of the task force responsible 
for monitoring the Indonesian program- 
me, “in that the price of the vaccine has 
been forced down from tens of dollars a 
dose . . . and it can never go back up 
again,” 

Gust adds that the task force has al- 
ready received an offer of 90 US cents a 
dose for the Thai programme. And he 
notes that the company which supplies 
the most expensive vaccine currently 
available submitted a bid that was, less 
than 10% of its regular price. 

The reductions in price have become 
possible as a result of improvements to 
conventional technology, lower labour 
costs (a significant factor in vaccine pro- 
duction) and higher production: vol- 
umes. Not long ago, however, it ap- 





peared that a. new method — using.re- 


nies dumping products just to get 
publicity, tenderers had to undertake to 


price to the public sector after the initial 
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combinant-DNA technology to pro- 
duce genetically “engineered vaccine 
from yeast instead of blood — was the 
way to bring prices down. 


T: multinationals — Merck Sharp & 
Dohme and SmithKline Biologicals 
of Belgium — have in fact already ob- 
tained licences to sell their recombinant 
vaccines from a number of Asian coun- 
tries. Faced with the prospect of losing 
lucrative markets for its new product, 


one of the companies resorted to what 


both Maynard and Gust describe .as 
“scurrilous” tactics. i 

Ina series of articles which appeared 
in scientific and trade journals in the 
middle of this year, company spokes- 
men attempted to cast doubt on the 


safety and efficacy of the South Korean 








Source: WHO; Scientific Group on Viral Hepatitis 6, 
October 1982. 











vaccines, and to imply 
vaccines were better 


han blood-based 
ones. They attempted to suggest that 
less. expensive vaccines were cheaper 


because they were not as good. Such al- 
legations, Maynard contends, “do pro- 
found injustice to the cause of hepatitis- 
B vaccination worldwide.” 

He points out that all currently li- 
cenced blood-based vaccines meet new 
safety standards -established ‘by the 
WHO. Recombinant -vaccines, Says 
Maynard, “offer no advantage in re-. 


spect to safety, immunogenicity, effi- | 


cacy or cost: The market will determine . 
which are used.” 

Already, market forces seem to be 
having.an effect. Gust claims that one o 
the multinational makers of recombin- 
ant vaccine has told him that; if guaran- 
teed sales of 15 million doses, it too can’ 
produce vaccine at US$1 a dose. 

Now that price is no longer the major: 
barrier, the task force faces other chal-: 
lenges. “It’s one thing to have a-vaccine | 
and the potential to control the disease,” 
says Gust, “it’s another to translate that 
into action in the field.” 

As far as possible, the task force is 
trying to work through local groups such 
as, in the case of the Indonesian pro- 
gramme, women's organisations and: 
the local Pendidikan Kesejahteraan 
Kelugara (government-organised dis- 
tributors of family welfare informa-. 
tion). : 

The WHO has just decided to en- 
dorse hepatitis B vaccination as part of 
its global immunisation programme... 
The task force believes the decision is of 
considerable significance because many — 
countries look to the WHO for guidance - 
in. determining health policies. How- 
ever, the integration of the vaccine into 

the WHO programme could take five to 
10 years because of the organisation’s 
slow-moving bureaucracy and its se- 
verely strained resources. R 





Following the licensing of the first 
hepatitis-B vaccine in 1981, WHO. es- 
tablished a global immunisation pro- 
gramme. Although this has been very suc- 
cessful in increasing production of the 
vaccine and. reducing incidence of the 
disease in many countries, the organisa- 
tion’s resources are finite awi progress 
in poorer parts of the world n 

Some Asian countries have adopted 
vaccination programmes of their own. 
Taiwan has perhaps. the most com- 

rehensive immunisation programme 
‘or hepatitis B in the world, the result of 
early fieldwork showing the link be- 
tween hepatitis B and liver cancer hav- 
ing been done on 23,000 Taiwan Gov- 
ernment employees. As a result of this 
work, Palmer Beasley, of the Univer- 
S f Texas and now a member of the 


task force behind the low-cost vaccine 


free vaccine for 





programme, was able to convince then 
Taiwan premier Sun Yun-suan of the 
scale of the problem and the chance 
to deal with it through immunisa- 
tion. 


This led directly to the establishment 


of a pioneering. nationwide immunisa- 
tion programme. While vaccination is 
not compulsory, hepatitis B vaccine is 
routinely made available to all mothers 
of new-born babies at no cost. 


In Hongkong, where 10% of the 


population are estimated to be carriers | 
of the disease, the government provides 

babies bora to mothers: 
who are. carriers of the disease and to 
health-care workers. It spent HK$4.5 
million (US$577,000) in the current fis- 
cal year on combatting 


the disease. This 





cine costs US$34.6 per adult and the | 
‘budget for next year’s immunisation . 








et is 338,000 — and workers chang- 
inet jobs. At present about half the 
babies being immunised receive their 
shots free of charge. However, for 
adults, each dose of vaccine ranges from 
US$7.80-15.50, while costs are about 
half this level for babies which do not. 
“qualify for free treatment. 





yeast-based recombinant vaccine willbe | 
available free to all babies born in 


Hongkong. Each dose of the yeast vac- 


mme has been: increased to- 
10.5 million... 
South Korea has an extensive vacci- 








nation programme, which last year saw | 
4 million people i 





1 ! ve immunised, includ- 
ing 175,000 new-born babies. The gov-. 


ernment is aiming towards vaccination 


of all new-born babies — this year th 












— Bob Johnstone. 















































Beijing hotel, you can ‘have two books vital to 
anyone doing business with China. 


í The Almanac of China’s 
Foreign Economic Relations 
& Trade 1987 








The People’s Re ublic of 
China Year-Book 1987 Together these two classics 
`The People’s Republic of China Year- will bring you all the 
Book 1987 is not only fascinating reading itk 
for those with social and cultural EA information about Chin: a nec E Poe vaie ia $ 
China, but an essential reference for you will ever need to: know: |. opportunities than they do today. The 
_ people with business dealings in the country represents an unprecedented 
country. aw - @ Thousands of pages of detailed. .- potential — an expanding market 
What isit? “| data examining the changing face of equivalent to one quarter of mankind. 













































“This classic volume with over. 750 pages China. And yet, data on this rapidly growing 
ingularly offers the most sep aks guide ae ogee economy. has, until recently, been scant 
i fe è Expositions, speeches : and articles and unreliable. 
ble today. I contents range from contributed by authoritarians, © Now, there is one book that ; 
‘the people and culture to economics, pertaining to the exciting market ` encapsulates every detail relevant toa 
finance, trade, politics, education, science potential and business opportunities businessman conducting dealings with 
nd eano oe Plus countless other available i in China. : China — The Almanac of; China’s 
Foreign Economic Relations & Trade. < 
° Hundreds of photographs and What is it? 
in eatin i fnvestea' by the New China illustrations of interest. THs Alain recordi articles and dita 
“News Ltd., professionals who k the 
esr Lappy adi T © Two systematic and valuable contributed by leading scholars and. 
: ty 7 is f fot th hb authoritarians as well as representatives 
clopaedia of unparalleled insight and references for those wit usiness - from China’s Foreign Economic Relation 
dealings in China. 





and Trade. Department. Its contents are 
extensive and detailed, ang 











ou have any interests in China at all | 
then you'll find the People’s s 
epublicof China Year-Book sgt Loos as trade vole and 
987 to be an essential “a y . restrictions, and even 
companion. And, because, A ’ 
is completely indexed, it 
is.a particularly helpful ie 
‘eference for students, . ec ee J| The Almanac i is absolutely 
_ professors and people conducting o ol i j: vital to anyone thinking of, 
‘business inor with the country. a Fen oe 7. or already involved in, 
— d business relations with 
TERE eed ad | hina. T is also a fascinating 
l : record of the changing face o 
you: all the information. about |. | pices f the ow books that 
China you'll ever need. ° | „offers an accurate view of China's 
; C eeonomy. but it is also the most 
‘up-to-date documentation of this data. 
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PO Box 160, Hong 
BO Please send... < copy(s): of The s peo Please send: -copy(s) cach of both 
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US$79/HK$615 per copy. For . ni 
Surface mail delivery add p= for.which. 
US$6/HKS$47, for airmail, -ooo 1,355 per set. 
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TAIWAN'S GROWING TRADE WITH EUROPE 
































TRADE 


Looking to Europe 


"Taiwan faces an uphill battle in diversifying from its US market 





; “By Jonathan Moore in Taipei 


Tee between Taiwan and Europe 
has grown rapidly over the past two 
years, and is expected to risë further as 
Taiwan shifts emphasis away from its in- 
creasingly uncertain US market. But 
Taiwan’s success in keeping its export 
machine alive will depend in part on 
whether its manufacturers are’ flexible 
enough to make the difficult switch. 

Two-way trade between Taiwan and 
Europe jumped 65.2% to US$10.58 bil- 
lion in the first 10 months of this year 
compared with the same. period a year 
ago. The surplus in Taiwan’s favour was 
US$2.1 billion. Last year trade with 
Europe increased 46.9% over 1985 with 
the surplus at US$1.2 billion, The rise is 
largely in response to. fears that 
Taiwan’s US market may fade in the 
medium term as a continued apprecia- 
tion of the NT dollar, and protectionist | 
sentiment, plus an imminent recession 
in the US make their collective impact. 

~OS-Taiwan trade suffers from a 
number of factors. The NT dollar has 
risen 36% since September 1985, to its 
20 November rate of NT$29.70:US$1, 
and will climb further, to the detriment 
of Taiwan exporters. 

Also, Taiwan’s trade surplus with 
the US — US$13.77 billion at the end of 
October — has increased US pressure 
for various forms of redress. Finally, the 
stockmarket crash heralds a-recession 
which-will be evidenced initially in a fall- 
off in US consumer demand: ` 

All this bodes ill foran economy that 
is dependent on US buying power. In 
1986 Taiwan’s exports to the US ac- 
counted for 44.8% of total exports, or 
28% of its total GNP. © =- 

Unfortunately for Taiwan, the 
choices of new markets to expand into 
are limited. Taiwan faces an uphill bat- 
tle in penetrating the formidably protec- 
tionist Japanese market — which al 
ready buys 12.6% of Taiwan’s exports. 
Also, the kind of capital-intensive tech 
nology items Taiwan must now turn to: | 
are difficult to sell in less-developed 


countries in Southeast Asia, Africa arid 
Latin America where debts are high and 
foreign-exchange reserves low. 

The Taiwan Government’s strident 
encouragement of manufacturers to di- 
versify their markets and to give special 
consideration to Europe has had a posi- 
tive effect on trade: Economic liberali- 
sation by the government, in turn, has 
made European traders aware of the in- 
creasing importance of the Taiwan mar- 
ket in the region. 

While trade with Europe still forms a 
small percentage of Taiwan’s total, it is 
growing — the share is 14.8% for the 
first 10 months of this year, up from 
12.5% for. 1986, Changing perceptions 
of Taiwan’s role in, the international 
economy as well as an increasing matur- 
ity among businessmen within Taiwan 
itself have fuelled the rise. . 

Taiwan's biggest trading partners in 
Europe are West Germany, Britain and 
the. Netherlands. Lately, some East’ 
European countries have joined their 
ranks. Its top exports. to European 
countries are electrical equipment, tex- 
tiles, rubber and plastic products and 
metals. From Europe it buys mainly 

chemicals, machinery and basic metals. 





WITH EUROPE, 1986 






















| verse was true, indicatin 









SHARES OF TAIWAN'S TRADE 
























Large Taiwan companies that trade 
with Europe include Giant, a bicycle: 
maker, Pro Kennex, which manufac- 
tures tennis racquets, and a computer 
firm, Multitech. All are hoping to suc- 
ceed in upmarket sales there, - 

`- Apart from an increasing number of 
trade delegations between Taiwan and 
Europe, 12 European banks and 11 
trade representatives have set up offices 
in Taipei. Most of these have arrived 
since 1980, 

One reason for the greater demand 
in Europe for Taiwan goods is that in 
1986 the NT dollar actually depreciated 
against- most European currencies, 
making Taiwanese products more com 
petitive there. In 1987, however, the re- | 

@ that other fac- 
tors were at work. pth athe 
According to European trade repre- 
sentatives in Taipei, much of the recent 
increase has been generated from the 
European side. Businessmen and bank: 
ers have been coming to take adi 
of Taiwan’s liberalisation of its foreign 
exchange controls policy on 15 July, and 
local investors’ new ability to invest. 
overseas. 

Many European: ‘businessmen who: 
used to bypass Taiwan on visits to Japan 
and China — out of fear of offending the 
mainland regime — now stop over in 
Taiwan after finding China to be a 
disappointing trade. partner. Also, 
Taiwan's reputation as an exporter of 
inexpensive and low-quality goods is 
gradually changing as the country’s ex- 


- ports move upmarket. 


Tavs policy of promoting trade 
contacts with Europe forms part of its 
building of “substantive relations” on as 


‘many fronts as possible where it is lack- 


ing in formal diplomatic relations. In 
Europe, Taiwan is politically recog- 
nised only by the Vatican.. T 
Given the changing economic cli- 
mate, “itis quite natural forusto redou- | 
ble our efforts to emphasise promotion 
of trade with European countries,” said 
Vincent C. Siew, director-general of the 
Board of Foreign Trade. In November, | 
Taiwan’s first private-industry buying | 
mission is touring four 


countries in Western 
Europe. 
In many ways, 


Taiwan and Europe are 
becoming. increasingly. 
< compatible markets for: 
each other’s:. products. 
Taiwan businesses are 
eager to move their con- 
sumer-product lines up- 
wards into:the kind of 
quality-conscious mar- 
Bets prevalent in 


:= Meanwhile; Tai- 
-> wan’s increasingly pro-” 
: sperous. population 
.is a ready target for 
Europe’s high-quality 
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high-priced ialty products. Names 
and brands of European products, for- 
merly unknown, are becoming key 
status symbols for Taiwan people. 

But the European market will not be 
an easy one to penetrate. Unlike the 
US’ largely single-culture market, 
ri is a diverse collection of mar- 
kets, languages and regulatory controls. 
“Taiwan businessmen are lost when 
they get to Europe,” said one trade rep- 
resentative in Taipei. 

The major market unifying element 
in. Europe, the import-tariff system 
under the EC umbrella, also hinders 
Taiwan by levying protectionist tariffs 
on Taiwanese products that threaten 
local industries, such as this year’s im- 
position of a tariff to protect the Italian 
shoe industry. 

The EC — which does not recognise 


Trade barriers tumble 


Taiwan, but which passed a resolution 
in July 1985 that trade between Taiwan 
and EC countries should be promoted 
— exerted its influence to have Taiwan 
extend its recent opening of beer and li- 
quor markets to the US to European 
countries as well. The opening was ex- 
tended partly because of EC pressure 
and partly because Taiwan understands 
that efforts to import from Europe will 
result in a warmer welcoming for 
Taiwan products there. 

Taiwan's industry is predominantly 
small and medium-si family busi- 
nesses, often without the capital base 
required to adequately adjust to distant 
unfamiliar markets. Also, as ang as 
there remains the possibility of selling 
their products in the US, they are disin- 
clined to go out of their way to find new 
markets. 3 o 


Thaw in China-Taiwan relations boosts business links 


By Elizabeth Cheng in Hongkong 
2 fees between China and Taiwan, 

heavily in Taiwan's favour, is grow- 
ing rapidly as political hostilities ease 
and a relatively weak renminbi and ris- 
ing New Taiwan dollar make Chinese 
goods increasingly competitive. 

The surge in trade, which is carried 
out mainly on an indirect basis, has been 
accompanied by a sharp rise in invest- 
ment by Taiwan manufacturers in 
China. Such investment, however, is 
still largely arranged through third par- 
ties because all direct business contacts 
are banned by Taiwan. 

Re-exports of Chinese goods to 
Taiwan from Hongkong account for 
most of the indirect trade between the 
two countries, though some trade does 
pass through Singapore. In the first nine 
months of this year Hongkong re-ex- 

rts to Taiwan more than doubled to 

K$1.65 billion (US$211.5 million). 
Although the amount is still small, the 
rate of growth is significant. 

Medicinal he used to be the 
biggest export to Taiwan but they have 
now been overtaken by consumer pro- 
ducts. Previously scorned for their low 
quality and outdated appearance, com- 
petitively priced Chinese consumer 
mec are making inroads into the 

aiwan market. 

Exports of China-made clothing, 
for example, jumped 1,000-fold to 
HK$5.17 million in the nine-month 
period from the level a year ago. Other 
popular Chinese products include travel 
goods, beverages and tobacco. 

Lin Yuh-jiun of Taiwan’s inng 
Hua Institution for Economic Researc 
said there was a big demand for g 
ments of pure silk and fine embroi 
from China because they were competi 
tively priced and fashionable. 


uch 


well-made goods would cost a fortune if 
made by Taiwan workers, she added. 

An important reason for the drama- 
tic increase in trade was Taiwan’s deci- 
sion earlier this year to relax customs 
inspection of goods of China origin. 
Taipei freed 27 China-made items from 
rigid customs inspection. These items 
now constitute some 20% of mainland 
exports to Taiwan, said Lin. ` 

ity eos of Chinese goods 
through Hongkong to Taiwan consist 
mainly of raw materials, which, as one 
mainland Chinese official noted in re- 
ference to the trade imbalance in 
Taiwan’s favour, do not command as 
high a price as consumer goods — 
Taipei's main export to the mainland. 
Significantly, however, sales of China- 
made electrical machinery and parts, 
including household equipment, to 
Taiwan have soared seven-fold in the 
nine-month period. Much of the tech- 
nology used in the manufacture of these 
items has come from Taiwan. 


i4 ongkong re-exports of Taiwan-made 
oods to the mainland have had a 
checkered history. They rose six-fold 
between 1983 and 1985 in line with eco- 
nomic liberalisation in China, but fell 
last year by about 18% as a result of Pe- 
king’s foreign-exchange curbs. 

In the first nine months of this year, 
Hongkong Government figures show 
that re-exports of Taiwan goods to the 


mainland rose by 53%, compared to the 
same period last year, to HK$6.61 bil- 
lion. Major exports included textile 


yarn, fabrics and related articles, spe- 
cialised machinery, electrical equip- 
ment and other manufactured articles. 
Despite a strong New Taiwan dollar, 
which has risen by about 16% against 
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the US dollar since the beginning of the 
eae and 28% since July last year (and 
about 33% against the renminbi), 
aiwan goods continue to be in big de- 
mand on the mainland. Analysts say Pe- 
king’s approval for the import of more 
Taiwan goods is political. It forms part 
of China’s efforts to break down bar- 
riers between Taiwan and the mainland. 
The Taiwan Government is officially re- 
sisting mainland efforts to improve 
trade ties. 

For Taiwan’s businessmen, ous 
China is a potentially important market 
for an island which wants to reduce its 
dependence on the US. China is already 
one of the top 10 markets for Taiwan 

oods and could easily be among the top 
our if direct trade were to be estab- 
lished, say analysts. In recent months 
the number of fishing boats illicitly 
crossing the Taiwan Straits has risen and 
smuggling is reportedly on the increase. 
Overall, business is expected to rise 
even more sharply in the wake of 
Taipei’s decision in September to lift 
travel restrictions on its citizens. 

Over the past few months, a score of 
textile, shoe and electronics manufac- 
turers from Taiwan have moved their 
businesses, mainly ee and pro- 
cessing work, ostensibly to Hongkong. 
In reality, however, they have been set- 
ting up operations in China in order to 
take advantage of the cheaper labour 
and lower overheads. 

Taiwan’s ban on such investment can 
be circumvented in a number of ways. 
For example, a Taiwan company can set 
up a joint venture with a Hongkong 

rtner to invest in the mainland or an 
individual can invest as a citizen of 
another country, usually the US. oO 

















Spend the extra money. 
It’s Christmas, isn't it? 
















Corporate Electron 
Hexagon. Centralise the finances of you 
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ubsidiaries, instantly. 
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Decentralising management control has its 
problems. Problems that arise because your 
subsidiaries do not work to your schedules. 
They may be in another time zone or lack 

the authorisation to make payments beyond 
a certain level. 3 


Hexagon gives you instant control over all 
your accounts and trade finance transaction: 
— global, regional, or local. It allows you - 
to make transactions including payments and 
transfers, and gives you detailed statements 
of your daily financial activities. 


Hexagon allows you to nominate which of 

your staff and subsidiaries can use the _ 
system. You may re-designate both access 
power and signing authority whenever the 
need arises. Le 


Hexagon also gives you and your delegates 
an ongoing status of all activities performed 
by your subsidiaries and staff. 

Hexagon is state-of-the-art corporate 
electronic banking from the HongkongBank 
group, one of the world’s major financial 
institutions, with over 1,300 offices in 

55 countries. 


To find out more about Hexagon, and 
how it can help your company, contact the 
Hexagon centre at your nearest branch of 
the HongkongBank group. 


Hexagon. 


Puts the power of the bank - 
in your hands. 


HongkongBank 


The Hongkong and Shanghai Banking Corporation 
Marine Midland Bank è Hang Seng Bank 00 
The British Bank of the Middle East + HongkongBank’ 
of Australia © Hongkong Bank of Canada : 
Wardley * James Capel © CM & M 
Equater Bank 


Carlingford and Gibbs Insurance Groups 
Concord Leasing 





CONSOLIDATED ASSETS AT 31 DECEMBER 1986 
-= EXCEED US$9I BILLION. ae 






This gives you some idea of SKF's micro world. 
One of our R&D people is pictured examining the surface on the inner ring of a bearing. 
“To do so, he would have to be no larger than the thickness of a human hair. 


=- The micron man. 












: ‘mere 0. 1 microns. 
L Can you imagine a man being so small? | 
At SKF our scientists work in the micro world. 






To penetrate the inner secrets of materials, they have: oe 


_ to imagine themselves to be just this size. . | 
o It’s a fascinating world: a surface which is perfecit to 
-our eyes becomes like a ploughed field. 


oo. _A ball bearing at this magnification becomes as 7 — 
-high as Everest. Yet even then, the imperfections will - 


be no more than 50 mm deep. 
So why do our micro-scientists strive for still 
__ smoother bearings? L 
It’s true our customers won’t see the difference in _ 
quality. Nevertheless, we know they'll appreciate it when 
ur products are put to the test. - 
Such improvements are still a scientific ‘voyage of — 









become. 


scale can lead to something big. 


SKF employs some 45,000 people grinding machines, linear motion prod- 





countries. other mass-produced precision products. 


_ discovery’. The further our scientists explore into the : Z 
micro world of matter, the better our products will — 


And so it happens that knowledge on the small : : : : : 


from 130 different nations. Manufactur- ucts, textile machinery components, 
-ing takes place at 80 factories in I7 aerospace components, fasteners and = 


Apart from rolling bearings, SKF In every one of these areas, SKFhas 


manufactures and markets cutting tools, a leading position. 











~ Best Airport Hotels... at the | It Yourself 


The Recognized Authority 
Crossroads of Asia. Now in its 24th year the CHINA TRADE REPORT 


which is published monthly by the Far Eastern Econo- 
mic Review has long been recognized by leading busi- 
ness executives throughout the world as the most 
authoritative newsletter of its kind. 


CHINA TRADE REPORT Provides A Broad Rang e 
Of Information 

Covering subjects which range from foreign invest- 
ment to fashion, electronics, telecommunication, 
engineering, contract negotiations and to literally 
dozens of others the CHINA TRADE REPORT is 
essential reading for anyone doing, or wishing to do, 
business with China. 


You Could Gather It Yourself 
You probably could get the same information on your 
own but in order to locate what is contained in each. 
and every 16 foolscap page issue of CHINA TRADE 
REPORT you'd have to read hundreds of publications, 
not to mention have your own network of people re- 
porting from all the important zones in China. 

Why not subscribe now and discover for yourself how 
the CHINA TRADE REPORT can ‘help eliminate the 
mystery and much of the risk in doing business with 
China. 








































































Regal Meridien Airport Hotel Hong Kong | 
Wherever one travels in Asia, a stopover or a stay in 
‘Hong Kong is very often on the itinerary. 

- And what could be more convenient ... or more 

rewarding than a stay at one of Asia’s most popular 
otels.... the Regal Meridien Airport Hotel. 

- With direct access to Kai Tak Airport by an air- 

conditioned walkway, the hotel provides a 

comprehensive range of services and facilities for the 

international traveller. 

© Convenient location ~ just minutes from Tsim Sha 

‘Tsui, Hong Kong's favourite bargain shopping 

district. ; 















Small investment . . . Handsome Dividends 
Start benefiting immediately from the information- 
packed CHINA TRADE REPORT by subscribing 
» Attentive, caring staff to make your stay as n9w: A small investment today may pay handsome | 
- comfortable as possible. dividends later in saved time, energy and money. 


® 389 luxurious rooms with direct flight information. l a Nl oD awh aah nh os eat TD es L 


Palate-tempting restaurants, providing European, l 7 
|, Post this coupon today! 


<- Chinese and South-East Asian cuisine. Three bars 
Circulation Manager, 


© for relaxing and entertaining in . 
< © A complete Business Centre with convenient telex Review Publishing Company Limited 
G. P. O. Box 160, Hong Kong. 


¿cand fax: facilities, Offices and conference rooms for 
“orent and a special ChinaTraders Centre for the 
businessman with on-going or potential business ! Please enter my one year subscription (12 issues) for 
the CHINA TRADE REPORT. | enclose a cheque/ 
money order of made out to the Far Eastern 


=- Opportunities in the PRC. 
For reservations contact: the hotel direct, your á 

Economic Review. Or, please charge my credit card 

(tick one): 


-travel agent, any airline office, Meridien Hotels or 

<: Meridien reservations offices worldwide. 
So eae American Express (1 Diners Club O 
MasterCard Q Visa O 


(Please print in block letters) 














































Card No: 
Exp. Date: 
Signature: 
Name: 

_ Address: 
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-Annual s scription rates: s: HKSZ, 575 US$330 - 








The Beauty of China Airlines’ World 


The skill necessary to produce this ivory sculpture of a 
legendary Chinese artist’s concept of the harmony of the 
universe, has been handed down through the centuries. 


Treasuring the beauty of things past is an important part 
of China Airlines’ heritage. In modern, wide-bodied jets, 
CAL personnel skillfully blend Western efficiency with 
the best of traditional Chinese hospitality. 

It’s a beautifully different world to fly. 


@ china AIRLINES 


Amsterdam + Anchorage + Bangkok » Dhahran + Fukuoka + Hong Kong + Honolulu + Jakarta + Kaohsiung + Kuala Lumpur + Los Angeles 
Manila » New York « Okinawin « San Francienn « Qaniil . Cinnanara . Tainanl . Talna 


BUENOS AIRES 
3UJUMBURA 
SAIRO 
SARACAS 
SHICAGO 
SONAKRY 
AKAR 
JOUALA 
JENEVA 
“SUATEMALA CITY 
-ARARE 
4ONG KONG 
»AQUSTON 
STANBUL 
JAKARTA 
JOHANNESBURG 


„A PAZ 
„BREVILLE 


„05 ANGELES 
„UXEMBOURG 
YONS 
MADRID 
awl ANAMA 
“gMiELBOURNE 
MEXICO CITY 
AMI 


MONTEVIDEO 
AMOSCOW 
ANEW YORK 

SAKA 
SJUAGADOUGOU 


If you’ve set your sights 

on Europe’s biggest market, come 
to Germany’s second largest 

bank for first-class expertise. 
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Mixed benefits 


Not all Australian metals producers draw stockmarket praise 


By Hamish McDonald in Sydney 
Hi copper prices have helped lift 
the share prices of Australian base- 
metal producers since the October 
stockmarket crash, but as none of the 
Australian miners has a total exposure 
to copper, companies are being sorted 
out by investors according to their mix 
of other metals. 

Like their counterparts elsewhere, 
metals-sector analysts see a strong pro- 
pensity for a price fall as labour strikes in 
the Americas are resolved, closed mines 
are re-opened and new mines start pro; 
duction. However, prices seemed likely 
to remain strong for several months. 
Sydney stockbrokerage Ord Minnett’s 
Norman Miskelly is one who sees cop- 
per stocks as a good haven for six to 
on months, with the strongest annual 
offtake period yet to come in the second 
quarter of next year. 

Investors looking for pure-copper 
“plays” should perhaps focus on US 
miners like Phelps Dodge, Magma Cop- 
per and Asarco rather than Australian 
companies, Miskelly said. But among 
Australian-listed producers, Bougain- 
ville Copper (BCL) had the greatest ex- 
posure to copper prices, and in addition 
gained about half its revenue from gold. 

BCL’s main problem is keeping up 
production levels from declining grades 
at its well-worked, open-cut mine on 
Papua New Guinea’s Bougainville Is- 
land, while it tries to overcome local po 
litical objections to the extension of its 
operations to nearby reserves. Latest 
production figures show a small lift in 
this year’s third quarter, though output 
for the first nine months is still down 3% 
on the same period last year at 132,290 
tonnes of copper. Gold production was 
down 13.6% , though still a massive 10,978 
kg. BCL’s main counter-drag to higher 
metal prices is the strength of the Papua 
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New Guinea kina against the US dollar. 

BCL is also the subject of specula- 
tion about a major “privatisation” move 
at two levels. In August, Papua New 
Guinea Prime Minister Paias Wingti 
raised the possibility of the 20% govern- 
ment stake in BCL being sold off. If this 
happens, current 54% shareholder, 
Conzine Riotinto Australia, could be in- 
terested in taking Port Moresby’s hold- 
ing and moving to take out other 
minorities. BCL’s share price has rallied 
strongly from a post-crash A$2.50 
(US$1.73) to about A$3.65. 

Renison Consolidated Goldfields 
(RGC) has decided on the strength of 
the copper price to keep its nearly 
worked-out Mt Lyell mine in Tasmania 
open another five years from the previ- 
ously planned closure date in 1989. Mt 
Lyell produces only 24,000 tonnes a 
year and, though greatly improved, 
copper will still contribute only a minor 
proportion of RGC earnings compared 
with tin and rare minerals. 

An aura of bad luck still surrounds 
MIM Holdings, the Mount Isa base- 
metals giant which produces the rest of 
Australia’s copper, about 180,000 ton- 
nes a year. Its share price has lifted only 
moderately to about A$1.80 (from 
A$1.46 post-crash). Its copper is sur- 
rounded by dross, chiefly the three large 
steaming-coal mines in Queensland, 
which commenced operation in the de- 
pressed energy markets of the 1980s. 
These have burdened MIM with huge 
debt, which a protective foray into 
major shareholder Asarco (answering a 
greenmail bid by Robert Holmes à 
Court), investments in Canadian miners 
Teck Corp. and Cominco, and 
downstream investments in West Ger- 
man metal refineries have not helped 
reduce. 


project: copper e stocks seen as a good (haven. r 
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Miskelly said that with non-current 
external debt (including convertible 
bonds) of A$1.96 billion as of the 30 
June 1987 balance date, MIM had re- 
duced net external indebtedness by only 
A$134 million over the preceding four 
years. In the 1986-87 year, interest pay- 
able of A$201 million was 14.3 % of 
sales revenue, a proportion among the 
highest of Australian resource com- 
panies. 

Accounting standards followed by 
MIM forced it to write off a huge A$545 
million unrealised foreign-exchange 
loss against reserves in 1986-87. MIM 
made an A$1.6 million currency gain in 
the first quarter of the current year, but 
unless the Australian dollar picks up 
markedly by the end of December, 
could have to book a loss of about 
A$200 million on foreign-currency debt. 

MIM calculates that each 1 US 
cent rise a lb in the copper price adds 
about A$6 million to revenue if sus- 
tained over a year. The company can 
thus look forward to a sharp lift in sales 
this year, with help from firm lead, zinc 
and silver prices. Even by the first quar- 
ter of 1987-88, MIM was showing a lift 
in pre-tax profit of A$14.5 million to 
A$31.7 million. This would have been 
much higher, without the A$10.2 mil- 
lion pre-tax loss sustained by the three 
MIM coal mines. 


A move into gold production will give 
MIM some lift to earnings by the 
middle of next year, when two small 
Australian mines come into production. 
Hopes of reaping an early reward from 
MIM’s ane Gus share in Papua New 
Guinea’s large Porgera gold discovery 
have been put back by the sharemarket 
crash. MIM had gained approval to 
float its Porgera holding as Highlands 
Gold, with the prospect of raising about 
A$300 million fom the 40% sold to the 
public. The float has been postponed 
until better times. 

Meanwhile, Australia and Papua 
New Guinea are both helping close the 
gap between supply and demand. 

G’s Ok Tedi mine began shipping 
copper concentrates this year, and will 
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200,000 tonnes 


reach full output of k CA 
ear metal content in 1990. In South 
Australia, the Olympic Dam mine (for- 
merly called Roxby Downs) will start 
copper production (in conjunction with 
uranium) in August 1988, at an annual 
_ rate of 55,000 tonnes. 

Broken Hill Proprietary Co, (BHP 
expects to make a decision on its 60 
owned Escondida copper project in 
Chile by mid-1988, in conjunction with 
partners Riotinto Zinc (30%) and Mit- 
subishi Corp. (10% ). Projected output is 
300,000 tonnes a year, about 4% of cur- 
rent world supply. 

Technical feasibility studies are com- 
plete and positive. Over a 50-year life, 
ore grades would average 2.1% (com- 

pared with 1.6% at Chuquicamata, the 
largest and most profitable copper mine 
in the world). Concentrates would be 
sent in slurry form through a 160-km 
pipeline to the nearest seaport. Cost be- 
fore debt service would be less than 40 
US cents a Ib of copper, which BHP 
said would make Escondida economic 
even if copper prices returned to the 
historic low of 60 US cents a Ib — 
which BHP does not believe will be the 


Ta committee appointed by the 
Hongkong Government to inquire 
into the management and regulation of 
the territory's securities and futures 
markets is examining several areas 
where practices have been undesir- 
able, unprofessional or possibly im- 


proper: 

ne area is the conditions which 
companies that want a listing have faced 
— such as the insistence on artificially 
low offer prices, resulting in massive 
oversubscriptions and opening prices 
far above the offer price. 

This practice led to questions in the 
market place as to whether it was in- 
tended simply to hype the market and 
keep small investors happy, or whether 
the insistence on low offer prices had 
specifically targeted beneficiaries. 

The authorities do not appear to have 
examined whether there were changes 
in beneficial ownerships immediately 
prior to new listings or recapitalisations 
— nominee names and other identity 
problems may cause difficulties in es- 
tablishing transient beneficial owner- 
ship of shares and warrants. But, there 
have been no lack of hints from mer- 
chant bankers of measures required to 
smooth the path to a listing. 

Fewer problems, however, arise 
with allotments of shares publicly of- 
fered for sale or subscription. An 
examination of the registers of two 
companies involved in prominent is- 
sues, Bond Corp. International and 
Oriental Press Holdings, suggests wide- 







































case. 

Addressing the supply-and-demand 
outlook earlier this year, BHP Asia- 
Pacific minerals chief Rod Harden said 
mine depletions would match or exceed 
mine additions over the next several 
years. Continued annual demand 
growth of 1.4% would let Escondida 
enter the market without displacing 
opu producers or having any long- 
term effect on the copper price. 

BHP and partners are now studying 
markets, keeping a close watch on op 
per-price trends and Chile’s political cli- 

mate. BHP executives said the US$1.1 
billion development cost would proba- 
bly be met by 40% equity finance and 
60% project loans. o 


COMPANIES 
Mutual assurance 


By Nigel Holloway in Tokyo - i 
Yna Mutual Life Insurance's 
US$300 million purchase of up to 
25% of the US brokerage Paine Webber 
Group comes at a time when Wall Street 
firms look increasingly vulnerable to the 
advances of rich Japanese companies. 
The stockmarket crash in New York 
and the record highs reached by the yen 
against the US dollar have accentuated 
the shift in financial power in favour of 
Japanese banks and insurance com- 
panies. : 
The most notable acquisitions of the 
t couple of years include Sumitomo 
ank’s stake in Goldman Sachs and In- 
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One applicant, two allocations 
Multiplication appears to be the name of the game in Hongkong 


By Philip Bowring and Eric Ellis in Hongkong 
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spread use of multiple share applica- 
tions including, apparently, by promi- 
nent persons. Names which recur in the 
Bond and Oriental allotments are the 
wife of out ng stock exchange chair- 
man Ronald Li Fook-shiu, and David Li 
Kwok-po, who represents the bank- 


-ing community on the Legislative Coun- 


cil. 

In the Bond case, housewives known 
as Irene Li and Li Lo Hui Wah — 
of the same 9, Shouson Hill address 
as Ronald Li — were each allotted 
14,000 shares in the 67 times over- 
subscribed issue. Meanwhile, one Irene 
Lo, giving her address as care of 
Mabros Jewellery, a company owned by 
Ronald Li and a Lo Hiu Wah, with the 
same address as that of Ronald Li’s pri- 
vate office, received similar allocations. 
Ronald Li’s wife’s name is Irene Lo Hiu 
Wah. 

Ronald Li’s daughter also appears 
twice as an allottee, under her English 
(Dora) and Chinese (Chi Hang) names, 
through with different addresses. 

Ronald Li himself was involved in a 
large-scale stagging operation on his 
own account, applying for 15% of the 
total issue. He got 236,000 shares, most 
of which were sold off in small lots soon 
after trading commenced. 

The Oriental Press register reveals 
that persons with the same names as 
Ronald Li’s wife were each allotted 
4,000 shares in the 300-times over- 
subscribed issue — Irene Lo, Lo Hiu 
Wah and Irene Li. All gave the same 


Money talks as Japanese firms snap up US investment houses 


dustrial Bank of Japan's takeover of 
J. Henry Schroder Trust & Banking and 
securities dealer Aubrey G. Lanston. 
These moves were intended to circum- 
vent the Japanese law which separates 
banking and the securities business. 
Life assurers present less of a 
threat to the existing US managers. 
They, too, wish to diversify, but a 
more important aim is to tap the fund- 
management expertise of stockbrokers 
now that the Japanese rank among the 
world’s largest foreign portfolio invest- 
ors. Yasuda, for example, has agreed 
not to increase its voting stake in 
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ss. Dora Chi Hang 

also received two allotments under 
her different names at a single address. 
mald Li refused to comment on any of 
these matters. 
Banker David Li Kwok-po, who 
though a relative of the stock exchange 
-chairman has not always seen eye-to- 
eye with him, was also active in new- 
issue applications. He picked up- two. 
separate lots of Bond shares under the 
names David Kwok Po Li and David K. 
P. Li, both with the same address care of 
the Bank of East Asia, of which he is 
| chief manager. Under the same names, 

David Kwok-po Li also collected two 
|. Separate allocations of Oriental shares 
i= 10,000 and 7,000- respectively. 

David Li was overseas and could not be 
: contacted for comment. 
There is nothing illegal about multi- 
_ ple applications, But many regard it as 

an unethical or at least an undesirable 
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practice. Prospectuses normally rule it 
out. For example, the Bond prospectus 
says: “Multiple or suspected multiple 
applications are liable to be rejected.” 

Many would regard it as especially 
important to police this in the case of 
heavily oversubscribed issues where, 
not only were shares likely to trade at a 
premium, but where a number of small- 
er applications would yield more than 
one large one. But even a. casual 
scrutiny of applications by the issuin 
house, Wardley, might have indicate 
multiplicity. 

A spokesman for the Stock. Ex- 
change of Hongkong said he would like 
to see the policy on multiple applica- 
tions “strictly carried out,” and it would 
“have to be a pretty sloppy system” 
which did not detect them. Securities 
Commissioner Ray Astin said the com- 
‘mission would investigate any evidence 
of multiple applications. His deputy, 
Derek Murphy, noted that it was nôt il- 
legal but “there would be a moral ques- 
tion to answer if it were established.” 
Apart from the specifics of multiple 


applications, the matter draws attention | 


to the very wide powers which are re- 
served to companies “to accept or reject 
any application.” And it is understood 
that, in the past, the stock exchange it- 
self has claimed powers to approve al- 
lotments and allocations. 

‘Things are already changing at the 
exchange. Jeffrey Sun, an associate of 
Ronald Li, has quit as chief executive to 
emigrate to Canada. Donald Tsang, 
head of listings, is expected to resign. 

But with the inquiry under former 
Lloyds of London chief executive Ian 
Hay Davidson. supposed to be looking 
more. to the future rather than inves- 
tigating the past, the first 18 months’ 
history. of the unified Stock Exchange 
of Hongkong may remain an inside 


story. a] 





Paine Webber beyond 25% for 20 years. 
Yasuda’s deal is remarkably similar 

to the decision last March by the indus- 
try No. 1, Nippon Life Insurance, to 
acquire 13% of Shearson Lehman 
Brothers of the US for US$538 million. 
Both assurers were slow to expand 
abroad and both have wanted to set up a 
joint venture with their new partners in 
London to develop expertise in handl- 
ing their own investments -—— and even- 
tually that of their clients. 2 
Kenichi Sekiguchi, a manager in 
Yasuda Life’s international-investment 
department, says that the purchase en- 
ables it to acquire top-quality informa- 
tion and to control risks better. He says 
Paine Webber is reckoned to have the 
fourth-best research team in the US and 
to have weathered the Wall Street crash 
relatively well — a good indication that 
the firm can use options, futures and 
portfolio insurance to lower risks. 








The joint venture in London will use 
the services of Paine Webber's sub- 
sidiary Mitchell Huchinson which has 


` US$18 billion under management. The 


office will be the centre for management 
of investments outside the US and 
Japan. Yasuda will also be channelling 


money there from its Tokyo subsidiary, | 


Yasuda Capital Management, which 
looks after investments from third par- 
ties in Japan. 

Yasuda is Japan’s fifth-largest life as- 
surer with total assets at end-March of 
¥3.05 trillion (US$22.5 billion) and has 
been increasing its overseas investments 
rapidly in line with its competitors. By 
March 1988, its foreign portfolio (in- 
cluding Euroyen instruments and over- 
seas foreign-currency deposits) is ex- 
pected to increase to ¥700 billion, more 
than double the level three years ear- 
lier. It will not be the last Japanese com- 
pany to buy a block of Wall Street. 
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...plus the Asia Yearbook | 


Make the Asia Yearbook part of your Review 
Subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
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Rate: Soft cover US$27.50 or HKG215 (or 

the equivalent in tocalcurréncy). Add the 
Yearbook cost to your subscription rate shown 
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The verdict on J 

































































: By Christopher Marchand in Hongkong 


he disintegration of Bruce Judge’s 
empire is now well advanced. The | 
backdrop is not that unusual — share- 
price plunges, desperate attempts to 
raise cash with sales of assets at written- 
_down prices, a string of on-off incestu- 
ous corporate deals, threats of legal ac- 
ion by irate shareholders, corporate in- | 
fighting, and trouble with regulatory au- 
_ thorities in three countries. 
For Judge, the high-flyer who liked 
- biblical imagery and planned to donate 
rsonal income to set up a A$100 mil- 
lion (US$69.4 million) trust, the feast 
-has given way to a disastrous famine. He 
has lost control of his Australian flag- 
ship Ariadne Corp. and his listed New 
-Zealand investment company, Judge 
Corp. The shares of his Hongkong asso- 
ciate, Impala Pacific, have been sus- 
pended since 15 October, with share- 
holders still in the dark about the com- 
pany’s future. 





kong, the offer was stated to be uncon- 
tional, and Renouf’s withdrawal of 
the offer in late October angered share- 
holders who bought or held shares at 
HK$15-16 in anticipation of being taken 
out at HKS18. 
Australian stockbrokers Bain & Co. 
were notable buyers of Impala for a 
number of Hongkong and Australian 
institutions. The ignominy of being 
trapped in Impala may lead these funds 
ot to associate themselves with any 
hareholder consortium which could be 
formed to seek redress in the courts. 
Renouf Corp.’s new chairman, Mark 
‘Horton, told Hongkong’s Takeovers 
Committee that the offer was in fact 
conditional on Sir Francis Renouf ac 
quiring full control of Renouf Corp. 
‘This condition was nullified, it was ar-. 
gued, by the split between Judge and 
Renouf when Judge instigated a board- 
‘room coup on 23 October and stripped 
` Renouf of the chairmanship. 
The committee. rejected this argu- 
ment and, along with the New Zealand 
Stock Exchange, condemned Renouf 
Corp. for withdrawing an unconditional 
offer in breach of the takeovers code. 
Australia’s National Companies and 
Securities Commission (NCSC), which 
has more teeth than its Hongkong and 
New Zealand. counterparts, has asked 
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A New Zealand entrepreneur’s empire disintegrates 


no reasons but its call was apparently 
linked to misleading announcements 
about Ariadne-Renouf deals. Four such 
deals were announced in the past year, 
none of which came to fruition. 

In Hongkong and New Zealand, the 
weakness of securities enforcement 
means there is little the authorities can 
do. But Derek Murphy, Hongkong’s 
deputy commissioner for securities, has 
urged Impala shareholders to take legal 
action. “I think that a robust commer- 
cial judge would find that investors re- 
lied upon a statement properly made of 
clear intention. Investors might well 
find some course of action,” he'said. 

The Impala debacle is, however, 
symptomatic of cash-flow problems 





? S 
Judge: disastrous famine. 





companies to buy investment holdings 
at top market prices. Many of them of- 
fered no short-term dividend prospects, 
let alone access to cash flow. Assets 
were shunted from one group company 
to another in order to notch up hand- 
some paper penn and the market was 
“bewildered by a spate of deals which 
were announced, often with minimal 
disclosure, and then abandoned. 


T he global stockmarket crash hasten- 
ed a decline which began earlier this 
year with Ariadne’s attempts to sell 
large slices of Renouf Corp. to New 
Zealand nominee company. Harmony 
Securities and Larry Adler's investment 
company FAI Insurances. Judge also at- 
tempted to gain cash by forcing his New 
Zealand property company, the Kupe 
Group, to buy into Ariadne. (Kupe has 
a put option forcing Judge Corp. to buy 


















_ Judge to resign as Ariadne’s executive 
chairman and from any other-executive 


sition by 31 Ja 





he NCSC gave | 


back the shares. But Judge Corp.’s il- 
liquid state makes it more likely that 
Kupe will take a huge loss on this stak 
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within the group. Judge had geared his. 


, purchased, at grossl 
flated prices, 26.2% of Euro-National,- 
the New Zealand merchant bank, and 
100% of Renouf Australia, a share-trad- 
ing and property concern with a 50% in- 
terest in Benequity, a Californian real- 
estate outfit. 

The Euro-National stake was sold 
first to Renouf Corp: It was foisted on to 
Impala when Renouf Corp. directors 
reportedly objected to the purchase. 
Terms were negotiated in New Zealand 
and hastily placed before Impala’s 
board on 4 June. The deal was publicly 
announced the same day. Impala 
bought the shares at NZ$5.98 
(US$3.80), a level which Euro-National 
had never reached and which represent- 
ed a 70% premium to the market price. 

Renouf Australia shares were 
bought at A$2 — a 166% premium to 
tangible net asset backin; of 75'A cents 
a share. Judge defended the purchase , 
on the grounds that Benequity’s. true 
worth was reflected in the sale price, 
even though Benequity’s heavy gearing 
meant that no substantial dividend flow 
could be expected this financial year. 

Ariadne also sold a 15.5% stake in 
Renouf Corp. — which has share-trad- 
ing, property and industrial interests — 
to Harmony Securities for an estimated 
A$180 million profit. Harmony Securi- 
ties is thought to be linked to John 
Spencer, one of New Zealand’s richest 
entrepreneurs. His Caxton group held 
50% of Euro-National Equities and is a 
major shareholder in Euro-National. 
Euro-National. Equities had (through 
Renouf Corp.) sold Impala 9.4% of its 
stake in Euro-National. The balance of 
Impala’s Euro-National shares came 
from a new issue. aed 

Harmony was to have settled the bal- 
ance of the purchase price for Renouf 
Corp. shares on 30 November. But 
Judge on 2 December said that 22.5 mil- 
lion of the 45 million shares it previously 
agreed to buy would not be purchased. 
Earlier, it was revealed that FAI had a 
put option, exercisable by 16 March 
1988, which can force Ariadne to buy 
back the Renouf Corp. shares it had 
sold to FAI. It was the failure to disclose 
this put option that was instrumental in 
prompting the NCSC move. — 

‘No full reason has ever been given as 
to why Impala bought Euro-National 
shares at a grossly inflated price. On 2 
December, however, Euro-National is- 
sued a statement in New Zealand that it 
might have to take a loss on the Kupe 
Group purchase. _ (Euro-National 
bought 47% of Kupe from McConnell 
Dowell in February this year before on- 
selling the stake to Judge Corp. The lat- 
ter has not paid NZ$90 million of the 
purchase price, which Euro-National in 
pre nas not paid to McConnell Dow- 
ell.) 








































ng Impala to buy into Euro- 
udge could have forced the 





g company to cover any loss at 
tional-or Judge Corp.’s failure 






to. pay up. Harmony’s purchase of 
Ariadne shares (possibly to help shore 
up the ‘share price) might have been 
Judge’s quid pro quo for helping out 
Euro-National and Spencer. 

_ Euro-National shares have plunged 
after the equities crash to 85 NZ cents, 
handing Impala an unrealised loss of 
nearly HK$800 million. A provision 
against losses of HK$358 million was 
made at the 30 June year-end. A provi- 
sion of HK$59 million on Impala’s in- 
vestment in MidAmerican Communica- 
tions (MAC) was also made. 

Impala’s accounts are now woefully 
out of date. The annual report for the 
year to 30 June has still not been pub- 
lished, but director Tim Gallie hopes 
this will be done very shortly. (Impala’s 
other Hongkong director,, Stephen 
| Tsung, resigned on 20 November, after 

issuing a statement with Gallie on 30 

„October saying, “the entire cir- 

cumstances surrounding Impala’s in- 

vestment in Euro-National are being in- 
vestigated. ”) ; 





l mpala’s annual report will also be out- 

dated. Shareholders’ funds would 
have been boosted by last year’s rights 

| issue, and a HK$270 million profit on 

_ the sale to Ariadne of the British-South 
African confirming house Goode Dur- 
rant & Murray. Since the balance-sheet 
date, however, more write-offs loom. 

. Apart from Euro-National, these in- 
clude goodwill on Renouf Australia’s 
acquisition, possible further provisions 
on MAC and KDI (another US invest- 
ment), and probable share-trading 
losses by Renouf Australia. Impala’s 
net asset value may have been sliced to 
little more than HK$2 a share. That 
suggests the share price has a long way 
to plunge from its pre-suspension level 
of HK$15.50. . 

The rest of the Judge group is now 
being dismembered. Pioneer Concrete 
and its subsidiary, Ampol, have bought 
Ariadne’s 39% holding in mining and | 
oil-exploration company Giant Re- 
sources for A$300 million. That should 
cut Ariadne’s debt from the current 
A$900 million, according to Judge. In 
New Zealand, Judge Corp. on 25 | 
November sold its 18.7% stake in 
Ariadne to EIE Corp.’s Harunori 
Takahashi and Consolidated Press 
Holdings’ Kerry Packer. D 

Takahashi is said to- be after 
Ariadne’s Century Cove property deve- 
lopment in Queensland.. hat. leaves 
Ariadne with the successful Repco in- 
dustrial division, residential-property 
interests, the small Barwon’ liquor-dis- 
tribution business, savings and loan as- 
sociations in Hawaii and California, and 
the disastrous stakes in Impala and Re- 
nouf Corp. 

Judge Corp. has been taken under 
the management of New Zealand 
banks. With the Ariadne shareholding 
sold, the banks now need a buyer for the 











_controlling stake in Kupe. 
| 
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WANG MAKES IT WOR 


No one computer company can ` 
produce the solution to every one of 


your problems. And we’re not saying 


an provide the missing link . to 
totally integrate virtually all makes 

and types of product and system. © < 
So that you can choose not just 


that Wang is the exception that Wang or IBM, or whatever, but the 
proves the rule. ; vendor/system combination that’s 


What..we are saying is that 
‘replace, replace’is no solution 
either, when there's a perfectly viable 
and cost-efficient alternative. — 
With our VS minicomputer and 


best for the job. 
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- By Manik de Silva in Colombo 
pees with a continuing wide budget 
gap, Sri Lanka has decided that — 
for a second year — it will literally have 
to print money to make ends meet. Fi- 
nance Minister Ronnie de Mel told par- 
| liament on 26 November that Rs 7 bil- 
-lion (US$231 million) in new money had 
been printed in 1987 and the govern- 
ment planned to print Rs 2 billion more 
next year. 

Despite large amounts of foreign 

ants and loans, and domestic borrow- 
ing from non-bank sources, Sri Lanka 
will be Rs 2.6 billion short of financing a 
Rs 36.2 billion budget deficit. De Mel 
said defence spending had been largely 
to blame for the decision to print money 
last year, but hoped that careful budget- 
ing would allow it to bring down this in- 
flationary source of financing. 

De Mel expects some Rs 48 billion in 
| foreign aid in the next six months: Rs 
| 9.3 billion from a special World Bank 
| meeting in early December in Paris; 

another Rs 20 billion in June after an an- 
~ nual meeting of Sri Lanka’s donor coun- 
tries; Rs 15.3 billion from the IMF as 
balance-of-payments support, and a Rs 
3.3 billion industrial loan from the 
Asian Development Bank. 

De Mel claims that one of Sri 
Lanka’s most remarkable achievements 
in recent years has been keeping infla- 
tion in the single-digit range, despite 
heavy defence spending and a severe 
drought. Inflation in 1986 was about 
6.3% , while this year it should be in the 
8-9% raige: which de Mel said was “still 
very satisfactory” given Sri Lanka’s dif- 
ficulties. With elections due in 1989, 


| 






~ BANKING 


By Nick Seaward in Kuala Lumpur 
M alaysia’s ailing United Asian Bank 
(UAB) has announced massive 
losses of M$350.5 million (US$140.8 
million) for the year ended 31 De- 
cember 1986. As a result, its sharehold- 
ers’ funds have been wiped out again 
and permission is now being sought 
from the authorities for a one-for-one 
rights issue to restore its capital ade- 
quacy ratio to above the statutory 
minimum of 4% of total assets. 

Last year’s results indicate that UAB 
has now been forced to make provisions 
for about 35% of its loan portfolio since 
Pe ae LD es f Pri d + as 
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_ Sri Lanka’s budget gap is likely to cause inflation 


however, de Mel will find the role of 
economic policeman difficult — with 
pressures from his cabinet colleagues 
for vote-winning expenditure. 
Official reports have painted a mixed 
pee of the economy so far this year. 
uring the first half, some sectors were 
hard hit by the ethnic conflict and the 
prolonged drought — while others fared 
reasonably well despite those difficul- 
ties. Overall growth, likely to be about 
3% this year, has been significantly 
lower than in previous years. This has 
been compounded by a deterioration in 
the country’s terms of trade. 


1 first half of the year saw the 
agricultural sector suffering a severe 
setback, despite improved prices for a 
number of items, as major crops — tea, 
rubber, coconut and rice — were hit by 
a drought that was the worst in decades. 
First-half tea production, at 112.4 mil- 
lion kg, was 3% down on a year earlier. 
But there was an improvement on the 
price front with the aveng 

gross price of all tea at the 
Colombo auctions up 30% 
in the first half, to Rs 37.83. 
(The price has since ex- 
ceeded Rs 40 a kg.) 

Rubber production, 
provisionally estimated at a 
total 68 million kg during 
the first half, was 8% down 
from a year earlier largely 
due to drought. But prices 
have shown an upward 
trend for both sheet rubber 
— averaging Rs 23 a kg 


Feelings of inadequacy 


Loss-making Malaysian bank plans rights issue 


1983 — the last year in which it made 
profits. In November last year, the bank 
was forced to make a two-for-one rights 
issue to raise its capital from M$76.25 
million to M$228.7 million after an- 
losses of M$20.9 million for 
1984 and M$89.9 million in 1985. 

Most of the existing shareholders 
failed to take up their rights, even 
though a favourable share-purchase as- 
sistance scheme had been worked out 
on their behalf by the central bank, 
Bank Negara (BN), through a local 
merchant bank. The delayed-purchase 
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for top quality — and latex anri 
(Rs 20-21 a kg) during the first half. 
Cone Poaka fell 20% durin 
the first half, due both to drought a 
the effects on yield of lower fertiliser use 
because of low producer prices. But the 
low production boosted prices, with the 
average Colombo price (Rs 1.67 a nut) 
more than twice the first-half price a 


year earlier. 
Rice production during the maha 
(major) first crop for 1986-87 at 1.4 mil- 


lion tonnes was down 18% from the pre- 
vious maha crop — also due to the 
drought, as well as the civil war. The 
government kept its p floor 
pase of Rs 70 a bushel of paddy (un- 

usked rice) but the open market ab- 
sorbed much of the domestic crop at 
prices of Rs 83-95 a bushel. 

The 8% real growth in indust 
achieved in the first half of 1987 was al- 
most entirely due to private-sector per-, 
formance: public-sector industry, which 
had shown 15% growth a year earlier, 
slowed to 4%. This was attributed to the 
11% fall in production by the country’s 
single state-owned oil iery due toa 
four-week maintenance shutdown. 

The tourism industry — which dem- 
onstrated spectacular from the 
late 1970s until 1983, when the country’s 
ethnic conflict resulted in a headline- 
grabbing communal war — continued to 
rnc res suffer during the first half 
of this year. Visitor arrivals 
fell 23% from a year earlier, 
with earnings down 37%. 
The industry’s last good 
year was in 1982: compar- 
ed to the first half of 
that year, arrivals were 
down 50%. The World 
Bank has estimated that 
the tourism industry — 
which has been very heavil 
invested — had lost Rs 6 bil- 
| lion as a result of the ethnic 
conflict since 1983. 


scheme was open only to Malaysian 
shareholders, however, and the three 
Indian banks — whose Malaysi ra- 
tions were amalgamated in 1 to 
form UAB — saw their original 33% 
stake reduced to 11%. 

BN was forced to take up M$135.5 
million of unsubseribed rights, giving it a 
59.6% stake in the bank. Although it has 
said it plans to sell these shares at a later 
date, it is considered that UAB has lost 
irrevocably its identity as the bank be- 
longing to the ethnic Indian minority ir 
Malaysia. Minority shareholders Tan Sr 
Kishu Jethanand and Maika Holdings 
the investment arm of the Malaysian In 
dian Congress, took up their rights anc 
are still represented on the board. Bu 
BN nominees are now in the majority. 

According to the chairman of UAB’: 
management committee, Khoo Eng 
Choo, BN has already agreed to under 
write the proposed new issue as well. Ir 
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Jow more than ever When Inves i 
having the right information can mean 
‘difference between profit and loss «++ 












~ We'd like to introduce a weekly newsletter to be launched January 1, 
| 1988 titled “ASIAN MARKETS MONITOR”, intended for serious investors | 
whether an individual or institution. AMM will provide you with timely, re- 
- liable news and information you need to invest confidently and with the — 
‘+ greater chance of success. 


Concise Coverage of Asia’s Markets 
Every week AMM will provide concise, comprehensive coverage and 
analysis of Asia’s fast paced markets. Just the kind of timely information 
you must have regularly to assess your current portfolio and make in- 
formed, accurate decisions on new investments. 
A Heritage Second to None | 
The AMM is prepared and brought to you by the publishers of the = | 
See Far Eastern Economic Review, for over forty years the recognised’ 
____ authority on Asia's political, economic and financial affairs. All the insight and experience of our Company stands 
_ behind the AMM, making it, from the start, a highly authoritative and independent source of market informa- 
i tion. 
_ A Compulsory Investment 3 
:- At an- annual subscription price of only US$599 the AMM is no doubt the least costly investment you will make this 
year. It will also certainly prove to be the most vital and useful. Don’t make any decisions on your investments in 
:-- „Asia before you read what this report has to say. i i 
Unqualified Money Back Guarantee 
If for any reason after you've received AMM you wish to cancel your order you may do so at any time and receive 
a full refund of the unused portion of your payment. l 
Order now while you're thinking about it and begin receiving the kind of vital information you want and need about — 
the HONG KONG, SINGAPORE, MALAYSIAN, PHILIPPINE, TAIWANESE, THAI, AND KOREAN stockmarkets. 
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à To: Publications Div., Dept. AMM, Review Publishing Company, Ltd., - 
Each issue of AMM Spo ber ten tee rere 
will deliver... 


the investment intelligence | will receive each week. | prefer 

EF 26 issues — US$327.00/0198/HK$2,550 

5o aie t LP 82 issues ~- US$599.00/2363/HK$4,670 

You may forward payment in equivalentiocal currency : í 

Ei fenclose_____._____.__ in payment thereof (cheque payable to Review Publishing Company Lid} 
|. Or: please charge my credit card (tick one): i 
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cash call, BN’s stake will increase“ to 
about 84-85%. 


over by BN, using its newly acquired 
owers under Section 39A of the Bank-. 
ing Act. In January this year, the central 
bank acquired a 49% stake in Perwira 
Habib Bank Malaysia, after the discov- 
ery of losses totalling M$673.6 million 
+ for 1985 and 1986 -—some of which were 
“the result of alleged fraud and gross neg- 
ligence by former management. 
Speaking to the press after a stormy 
four-and-a-half. hour annual general 
meeting, Khoo said that the enormous 
losses stemmed from a provision for bad 
and doubtful debts totalling M$303 mil- 
lion. In addition, there were foreign-ex- 
_ change losses of M$18 million incurred 
as a result of “imprudent speculation” 
-in 1986. The management conceded 
that internal controls on the activi- 
ties of its foreign-exchange opera- 








UAB was the first bank to be taken 




























had been written off following the com- 
pletion of a seven-month study of the 
rtfolio and the establishment of a 


| Joan-rehabilitation unit. 


66 Bes on information so far,” Khoo 
told the REVIEW, “we do not 


think that there will be any need for sub- | 


stantial provisions in 1987 and in future 


years.” He said that results for 1987 up | 


to. October had been encouraging, 
showing some profits. 
UAB incurred operating expenditure 


: | pared wit! 
| outside consultants had been brought in 





of M$62 million last year.on a customer 


deposit base of M$1.7 billion. Khoo ad- 
| is very high when com- 
dustry norms but said that 





) revamp the bank’s operations. This 
d resulted in savings totalling M$6 
million from 1986 until the present. 

> As for the future, UAB is trying 
to wim new business by pitching for 
foreign-owned companies in Malaysia 
which have been affected by the 
60:40 rule brought in by BN in January 
this year. In a controversial directive 
which received little public exposure at 
the time, BN used its power under the 
Exchange Control Act 1953 to force 
non-resident controlled companies to 
borrow a minimum of 60% of their total 
credit facilities in. Malaysia from locally 
incorporated banks. This has hit mainly 
the small, one-branch foreign banks 
which depend for their business largely 
on foreign-owned companies which 
have links with theit parents banks in 
their country of domicile. 













































; H ongkong’s double-digit growth of the 
past two years will lag considerably 
in 1988 in the wake of an expected slow- 
| down in the US economy, particularly 
after the recent world ‘stockmarket 
crash which has reduced the spending 
_ power of many people, local economists 
say. Forecasts range from an optimistic 
7-8% growth (post-stockmarket crash 
revisions) to a pessimistic 3-4% (assum- 
ing US economic growth at only 1-2%). 
This is a far cry from growth esti- 
. mates for this year, which range from an 
official 12% to a more optimistic 14.5% 
by private economic-research com- 
panies, such as Nomura Research Inter- 
national. 
US demand for Hongkong goods — 
the US is Hongkong’s largest market, 
with a 38% share of the territory’s total 
exports — began to slide in July and has 
“been on the downturn ever since. This 







manufacturers’ order books, is expect- 
ed to continue well into next year. Some 
economists, however, see a pickup in 








in November. ; 

` Orders-on hand for most of Hong- 
kong’s major export industries, includ- 
ing textiles and clothing, plastics and 








‘tember, up 4% from ayear ago. 


[ECONOMIC MONITOR _ 
US dictates downturn 





| trend, which is reflected in Hongkong 


‘the US economy during the second half 
~ of 1988 asa result of election spending 
in the run-up to the presidential election 


_ electrical and electronic products, drop- 
ped steadily over the three months to 
September, having peaked in March. 
However, the situation was still gener- 
< ally better than a year ago, with orders 
‘or apparel at 4.91. months in Sep- 





HONGKONG 








According to Hongkong Govern- 
ment figures, domestic-export growth, 
up 18.4% to HK$18.19 billion (US$2.3 
billion) in October compared to a year 
ago, was sharply down from the 28% 
growth in September. Re-exports (at 
HK$17.08 billion) in October increased 
by 39% compared to the same month 
last year, but were down compared to 
the 48% growth in September. Import 
(HK$34.71 billion). growth was also re- 
duced by half in the same month. There 
was a visible trade surplus of HK$620 
million in the first 10 months, most of 
which was earned in October. 

Hang Seng Bank economists see 
domestic exports growing by only 4-8% 


TRADE BALANCE 
TURNAROUND 





| 





` next year, with re-exports climbing by 





30% and imports by 18-19%. 
Hongkong’s attempts to. reduce its 
dependence on’ the US market have 
been helped by the Hongkong dollar’s 
peg with the US dollar. A weakening 
greenback. has meant that Hongkong 
ods sell better. in other markets than 
in the US. Evidence of this was in the 
higher rate of growth in exports to 
Japan, China, West Germany, Britain, 
France, the Netherlands and Singapore, 
compared with the US. 
Economists believe that private con- 
sumption — the other important engine 


-of economic growth —.at a strong 11% 


real growth this year, will not turn nega- 


| tive in 1988, However, a slowdown is 


generally expected as domestic-export 
growth eases, affecting income growth 
and employment. Forecasts for private- 
consumption growth next year are in the 
range of 5-7%. o 
-+ Hongkong’s labour squeeze will 
loosen on the back of the: anticipated 
economic slowdown, lending support to 
the government’s stance against import- 
labour to ease the current shortage. 
e unemployment rate, at below 2% 
his year, has been the lowest this dec- 
e, and average wage rates increased 
nreal terms by about 4%.in June from a 
year ago. 
Inflation, at around 5-6% this year, 
ikely to decline if the Hongkong dol- 












-lar is revalued, but some analysts be- 


ve the government is unlikely to take 
-step unless the US takes drastic 
measures to curb its intake of Hong- 
erest rates will also remain low a: 
Along as US interest rates are kept dowr 
Elizabeth Che 










will help you make the most of your money. 
fersey’s genial financial climate, your funds will flourish 
surely as the flowers. And now that Abbey National 
‘stablished in the Island, you can have all the benefits 
1 building society account with high, tax-free interest, 
| much more besides. 

We've joined forces with The First National Bank 
Chicago to introduce a fast and highly efficient 
national money transfer system which allows you to 
ister money from your bank account to your Offshore 
estment account, wherever you happen to be. 

Our Offshore investment accounts are so flexible, 
rll find exactly the right one for your needs. Offshore 
s offers instant access and five rates of interest, 
ending on how much you wish to invest. You can start 
h just £500. Offshore 90 offers even better rates (at 90 
$ notice), and you need £1000 to get started. In all 
z$, no tax is deducted; your interest is paid in full. 


Now we’ve 
ABBEY 


ited the thought, 











dus the Sar as 
And we'll really 
things growing. 
t flexible cash flow and high-rate tax-free interest. 
pies of the latest audited accounies are available on request: 0 






ST IN JERSEY. 


f you are living or working abrdad: Abbey Nasional a q 


| Telephone number Be ee eames = 
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To: Peter Donne Davis, ing Director, Abbey National 
(Overseas) Ltd, PO Box 545, Abbey National Hot 
| Ingouville Place, St Helier, Jersey, Channel Islands. 


Please send me full details of the Abbey Nationa 
Offshore Plus & Offshore 90 Accounts, including current 


, Interest rates. 





| Name 


Address 











Country. 
























The new Minolta EP410Z Copier with “Quadruple 
Zooming Power’; the power to enlarge to four times 
original size or reduce to one-fourth original size in a 
single, time-saving step. Without intermediate copy- 
to-copy procedures that can sacrifice copy quality. 

Use QZP to enlarge A5-size graphs, charts, 
illustrations or even a gorilla to A3. Use it to reduce 
A4-size phone lists, schedules, memos, notes and 
other important documents to A6. Either way, you 
benefit from the superior copy quality that only 
Minolta single-step zooming can deliver. 

Other innovative EP410Z functions conveniently 
automate several previously tedious tasks. Make two 
copies at the same time, for example, with Page-By- 
Page Copying. Or produce perfect margins automati- 
cally as you copy with Image Shift. Use Frame Erase 
to eliminate unsightly shadows when copying books 
or odd-sized originals. And let AMS and APS select 
zoom ratios and paper sizes for you. 

And if and when your needs demand it, assemble 
an even more powerful system from a wide range of 
options. One option, the Editor, lets you designate 
specific sections of a document for 
copying or erasure. 

Don't let poor quality, 
second-generation 
zooming make a 
monkey out of you. 
Get the power: 
Minolta EP410Z 
Quadruple 
Zooming Power. Ask 
your Minolta dealer. 










QUADRUPLE ZOOMING POWER 


EPAIOZ 


OLTA CAMERA CO. LID. Business Equipment Operations 30, 2-Chome, Azuchi-Machi, Higashi-Ku, Osake 541, Japan 








See Minolta copiers at: 


Bangladesh Brothers international Ltd. National Scouts Bhaban, inner Circular Road, Kakrail Dhaka, 
GPO Box 787 Phone: 400042, 404929 
Minolta Hong Kong Lid. Room 208, 2/F, Eastern Centre, 1065 King’s Road, Quarry Bay 


Methodex Systems Pvi Lid. 607-8 Meghdoot 94 Nehru Place, New Deihi 110019 

Phone: 6432475, 6432476 

City Marketing Sdn. Bhd. Wisma Cestel, No. 4. Jalon Kilang (51/206), 46050 

Peang Juya, Selangor Phone; 03-7921033 (10 fines) 

ome Equipment Lid. First Floor, ie son Chombers, LI. Chundrigar Road, G.P.O. Box 680. 
Phone: 2338, 210146 

Sone na Topros Bid 
Phone: 73244-23, 71-47 



















, Banawe cor. Atok Sts. Quezon City, Metro Manio 
. TALS, 711-41-83, 71-4185, 7441-87, 71-41-89 


Singapore Minolta Singapore (PTE) Lid. 10, Teban Gardens Crescent. Singapore 2260 
Phone: 563-553; 
Taiwan Santa Office Machines Corp. 1 FL, 75, Sec. 4, Nanking E. Road, Taipei 
Phone: 715-500} 
Thatiand Technical Supply Co, Ltd. 18084812 Kasernrat Road, Klongtoey, Bangkok 10110 
Phone: 249-0199, 249-0294. 249-0092, 249-0359, 249-0345 
Australia oci. Australia Lid. P.O. Box 196, 89 Tulip St, Cheltenham, Melb. 3192 
Phone: 684101 
New Zealand Viko Holdings Lid. 33 Broadway, Newmarket, P.O. Box 220, Auckland 1 
Phone: 505-449 





From the pillar 


of financial jou 





rnalism, 


a tribute to The Pest. 


In this advertisement for its own 
financial services, run in its own pages, 
London’s Financial Times cited the 
South China Morning Post as the one 
newspaper of reference in the Far East. 


Its influence in the business community 


ne The Post eel fone gal for the 
papers finan ications 
pee | the globe. It is in er as a 


barometer by goe to gauge the political, 





comme S climate of the 
world’s top gro 
Every great city th the world has its 


eat newspaper. In Hong Kong it’s the 
South China Morning Post. 








OUR VIEW OF THE 
WORLD 


Over the past decade the rapid growth 
of new markets and new financial 
products has provided institutions and 
individuals alike with a wider choice of 
opportunities than ever before. To evalu- 
ate and compare these opportunities, 
investors must rely on the support 
and comprehensive services offered by 
an investment house with an inter- 
national network of offices providing 

- execution capability. 

James Capel is an active and inde- 
pendent participant in every < 
major market. From Edin- 
burgh to Seoul and from 
Paris to Auckland, we have 
branches, offices or affili- 
ated companies in the major 


financial centres on four con- N 
tinents. We have been involved 
in these markets for longer than most of 
our competitors and we believe there is no 
substitute for experience when it comes 
to judging different market conditions. 

Our original research reflects the de- 
tailed analysis of the constant interplay of 
economic and investment information. 
But the value of research is limited with- 
out a closely integrated distribution 
network and efficient execution. 

Our distribution capability, like our 
research, is international. Our experience 
in settling business in all securities and 








currencies is of significant benefit to those 
investors moving into unfamiliar markets 
for the first time. We trade Philippine 
stocks for Germans, Australian stocks for 
Scandinavians, French stocks for Ameri- 
cans and Japanese stocks for the Japanese. 
We also have the largest share of client 
business in the UK stock market. 

The basis of our strength is to be found 
in the quality of our research, 

We have been consistently voted the top 

international research house in surveys 

conducted by leading financial 
information services and 
magazines such as Extel, 
Euromoney, Institutional 
Investor and the Sunday 
Times, to name but a few. 
With over 100 analysts in 11 
countries our international 
coverage is respected throughout the 
world for its level of detail, its insight 
and its objectivity. 

Amidst the changes brought about by 
the deregulation of financial markets, 
many investors still want and need the 
services of a broker who is primarily an 
agent rather than a market maker. In our 
experience, this allows us to give our clients 
the single-minded attention they need. 

Service is more than just a slogan 
at James Capel, it is the foundation of 
our business. . 





James Capel 


THE GLOBAL INVESTMENT HOUSE 


— nd 





LONDON: James Capel House, 6 Bevis Marks, London, EC3A71Q Telephone: 01-621 OO1L Telex: 888866. Fax: 01-6210496 
HONG KONG: 39th Floor, Two Exchange Square, 8 Connaught. Place, Hong Kong Tek: 8525 843-9111 Fax: 8525 29 1210 Telex: 75100 
SINGAPORE: 20 Collyer Quay 11-01, Tung Centre, Singapore 0104 Tel: 65 224 8677 Fax: 65 224 1375 Telex: RS24085 




















Exclusivity 


Sought after by many, acquired by only the few. 
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The house Glass-Steagall built 


© THE aftershocks of October's Black 
Monday: continue to reverberate 
throughout the international financial 
system and already it is plain that the 
structure of the system will alter quite 
radically as a result. 

In the US, the Glass-Steagall Act 
separating commercial from investment 
banking is likely to disappear quite 
soon, enabling banks to absorb over- 
stretched securities firms, and Japan’s 

uivalent legislation — Article 65 — 
will not then have long to live. London, 
meanwhile, will toughen its proposed 
capital-adequacy rules for securities 
houses in the wake of the stockmarket 
crash. ; 

* Two influential US senators have 
jointly introduced a bill to repeal the 50- 
odd-year-old Glass-Steagall Act. Alan 
Greenspan, chairman of the US Fede- 
ral Reserve Board, has 
meanwhile given public 
support to the idea of |1. 
abolishing restrictions on | | 
the securities activities of 
commercial banks. 

It seems likely, too, 
that the White House, the 
US Treasury and the 
Securities and Exchan 
Commission will weigh in 

ind the reformers. It 
is a question of force 
majeure because the ex- 
perience of Wall Street 
market-makers during 
the recent crash proved 
the inability of many of 
them to cope with such 
massive volatility. Their 
capital base needs re- 
building and again experi- 
ence has shown that it is banks who 
usually get called upon to perform the 
rescue operation in such cases. 

Japan’s securities houses, especially 
the bigger ones, by comparison 
emerged relatively unscathed from the 
stockmarket tumble there, though 
banks in Japan are collectively major 
shareholders in securities houses. No 
doubt they have offered more than 
moral support since Black Monday. 

In any case, Japan has reasons other 
than the simple expedient of propping 
ap ailing securities firms for wanting to 
zase or abolish its equivalent of Glass- 
Steagall. As Tomomitsu Oba, special 
adviser to the Minister of Finance in 
Tokyo, confided to Shroff not long ago, 
he Japanese Government does not like 
he fact that Japanese financial institu- 
ions can do in London things which 
hey would not dare do back home in 
Tokyo. 

Japanese banks can do securities 
dusiness and securities houses can do 


— 








banking business. Not that the Ministry 
of Finance is philosophically opposed to 
banking and securities business being 
combined under one roof, but so long as 
Glass-Steagall remains Tokyo feels 
morally obliged to keep Article 65. 

ba, for one, sees no justification 
for retaining Article 65 beyond the life 
of Glass-Steagall — so Shroff would not 
be surprised if its days were now num- 
bered. Whether that would lead to bank 
takeovers of securities houses, or vice- 
versa, in Japan remains to be seen. But 
it could mean that some of the Euroyen 
bond underwriting and market-making 
business currently carried on in London 
pig p back to Tokyo. 
e environment for securities 
business in London is, anyway, about to 
become considerably tougher. The ori- 
gins of this change predate the stock- 
market crash, but sources 
at the Securities and In- 
vestments Board (SIB), 
the main official watch- 
dog of the London securi- 
ties industry nowadays, 
tell Shroff that Black 
Monday has altered all 
previous perceptions of 
what market volatility is 
about. 

A bit more regulation 
is well overdue in the 
London markets. The 
freedom which securities 
houses have to’ operate 
there has admittedly been 
the key to the City’s suc- 
cess, attracting massive 
volumes of off-market 
Eurobond and Euro-equi- 
ty business as well as in- 
ternational equities trading on the 
stockmarket. And it has brought in 

layers from all over the world — not 
east from Japan. 

But of course, the City is by no 
means the exclusive club it used to be 
and the idea that every broker's word is 
as good as his bond is regarded as little 
more than quaint nowadays. Even 
where brokers or “jobbers” do act in 
good faith they may well not have the fi- 
nancial resources to make good their 
bond. As the SIB says: “With two new 
peas a week arriving on the 

uromarkets and new firms springing 
up all the time, it was perceived that 
there should be capital-adequacy 
ratios.” 

Investment firms (just about 
everyone except banks doing wholesale 
money market-related transactions) 
will have to set aside capital against 
securities positions they hold, the 
amount depending upon the type and 
liquidity of the security. 


TR pes ay. 
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Not only the size of the position 
but the price volatility of the type of 
securities held will be a factor in the 
new rules, which come into effect next 
April. Carefully worked out volatility 
ratios will now have to be revised in 
the light of the market crash. Not that 
any ratios could hope to embrace such 
extreme shifts as those seen on Black 
Monday, but the SIB thinks markets 
will prove a good deal, more volatile in 
the wake of that event. This is what — 
the reworked ratios will need to take 
account of. Only those securities houses 
with deep pockets are likely to prosper 
in the post-crash environment of the 


City. 

e ‘HONGKONG hardly emerged with 
flying colours from that crash, so Shroff 
is not surprised to hear on the grapevine 


that the Hongkong Government has | — 


discreetly asked its quasi-diplomatic 
posts around the world to assess and re- 
port back on the damage done to the 
territory's image abroad by the remark- _ 
able ision to close the 
stockmarket for four days. 

Shroff can offer a few useful observa- 
tions. Brokers in London were appalled 
at Hongkong’s move, but equally the 
have been impressed by the official ef- 
forts at damage control. The reappoint- 
ment of Robert Fell as stock exchange 
chief executive is viewed positively. But 
London will not be happy that ong- 
kong has put its failures behind it until 
the ‘stock exchange is seen. to be 
sempre under new management — 

the top down — and until there is 
overseas representation on the govern- 
ing committee. 
© SOMETHING odd is happening to 
the gold price: it appears finally to have 
broken out of a months-long trading 
range around US$460 an ounce. Some, 
including Shroff, were rised that it 
did not burst through the US$500 bar- 
rier immediately after the stockmarket 
crash. But it did genuinely appear that 
the reason for that was the need by indi- 
vidual major investors to sell gold in 
order to meet over calls and for cen- 
tral banks to sell gold in order to support 
the US dollar. 

Shroff is reliably informed that in- 
fluential advisers to the Fed have urged 
chairman Greenspan to target the gold 
pe in order to prevent it rising too 

igh in dollar terms and thereby signal- 
ling the return of inflation, and with it 
higher interest rates. US Treasury Sec- 
retary James Baker appeared at the re- 
cent IMF annual meeting to be us- 
ing some sort of gold standard. If all this 
is correct, expect the recent price surge 
to be short-lived. If, on the other hand, 
the dollar is finally in free fall, anything 


could happen 
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By Jose Galang in Manila 

he Philippine peso, after holding 

steady in the first eight months of the 
year, has wilted under.heavy pressure 
during the past three months. From a 
rate of P20.515:USS$1 at the start of the 

year, the peso had firmed. up: to 
P20. 435:US$1 by the end of August 
mainly due to improved economic ac- 
tivity (in the first half, GNP. grew: by: 
5.1% in real terms compared with the 
year before). 

In the September-November period, 
however, political jitters and increased 
demand for the greenback pushed: the 
rate down to 220.894:US$1 by :end- 
November hitting a low of 
P20.938:US$1 on 23 November. The 
average rate for the first 11months was 
P20.54:US$1,. down from the 1986 full- 
year average of P20.386:US$1 but 
still above the official forecast of 
P20.60:US$1 for the whole of 1987. 
‘The pressure started shortly after the 
failed coup attempt and an escalation of 
insurgency activities:in late- August which 
ave rise to new doubts about the gov- 
ernment of President Corazon Aquino. 
Seasonal heavy demand for US dollars 
(to pay interest. on foreign loans, 
purchases of oil and the cost of raw mat- 
erials bought in increasing volumes for 
the year-end sales surge) further tight- 
ened pressure on the peso. 

Active intervention by. the Central 
Bank of the Philippines during this 
penod perenta a further: deprecia- 































The Philippine peso comes under extreme pressure 


tion. The local business daily, The 
Financial’. Post, estimates. that: in 
November, when the pressure against 
the peso was harshest, the central bank 


sold a total US$165 million on the Bank- 


ers Association of the Philippines’ 
(BAP) foreign-exchange trading centre 
to prevent demand from pushing. the 
rate further down. In the January- 
November period, the central bank ac- 
counted -for 68.4% of all exchange 
transactions worth US$966.6 million. 
(It accounted for 83% of all transactions 
in November.) 

Although committed to maintaining 
a “floating” exchange: rate, the central 
bank has stuck to a vow to intervene in 
foreign-exchange trading to defend the 
peso: . Jose Fernandez, .central-bank 
governor, told:.a recent. meeting. of 
foreign-exchange dealers in Manila that 
such intervention “shall be limited to 
moderating steep short-term move- 
ments generally fostered by specula- 
tion, or by unexpected political 


he monetary agency has.also limit- 

ed foreign-exchange deals among 
banks to within the BAP trading centre. 
This rule, effective on 23. November, 
was prompted by off-floor deals involv- 
ing certain banks that pushed the peso 
rate to levels much lower than values 
posted at the trading centre. 

. Short-term rates have shot up-as the 
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COMPANY RESULTS 


$$161.72m 
(US$79.5m) 


eat: 


(USS299. 7m) er 7 no 





Retail stores performed well, but possible decline int 
consumer spending made forecast difficult. : i 


Gains dueto higher prices for palm and rubber products, 
plus increased palm oil/kemel crop. 


Sales decline reflects lower demand for farm machines d 
tolower Japanese rice cultivation. 


T5HKe Net profit after transfer of HK$13. am to CeCe punt 


7 November from e 38% 
November. There is serious concern in | 
© Manila financial circles about continued 
central-bank intervention. The central 
bank had been a net seller on the market 
since September and this could event- 
ually affect its international-reserves 
position. Reserves have dropped from 
US$2.56 billion early in the year to just 


‘below US§2 billion, equivalent to 3.5 


months’ imports, in recent weeks. 
Exports, though. higher than. last 
year, have been averaging only US$453 
million a month as at September, com- 
peed to imports of US$528 million. A 


big increase in imports was» noted 


as early as the second quarter. when 
improved domestic demand perked 
up. 

Receipts from tourism are not ex- 
pected to be of much help, given the 
negative publicity arising from the 28 
August failed coup and the more recent 
bombings and shootings, allegedly by 
communist insurgents. In the January- 
September ‘period, receipts. from 
tourism. reached. US$350.4 million, 
down. 32.6% from the same period last 


year. Remittances from Filipinos work- 


ing abroad, are not expected to.show 
any dramatic increase this year. 

By the end of the year, the peso is 
projected to inch closer to- P20:90:US1 
and to about P-21.50:US$1 in 1988. 

On the local US-dollar blackmarket, 
the rate had reached as low as 
224:US$1 in October; in late-Nov- 
ember, however, it had picked up to 
about P21.40:US$1. Some of the funds 
that were diverted from the slowing 
stockmarket went to the blackmarket, 
though a large proportion of this now is 
reported | to have returned. o 


Comment 





= 








Domestic economic recovery pished up passenger revenue ; 
by 14.7%, cargo revenue up 20.4%. f 


Growth may not equal previous year if world economic © 
growth falls on stockmarket crash. 





Strong domestic demand helped boost profits during first í 
half of fiscal year. 


Figures based on statement to Securities and Exchange i 
Commission as required. 











Arizona-based computer-maker Amdahl unit, owned 45%, 
showed 10-fold gain in net profit. 
































< MANILA: Mining and industrial shares | 
| gained in selective trading during a | 
y period shortened by holidays and a typ- 
hoon. Among mines, Atlas-A rose 

17.3% to P23.75 (US$1.1) and Ben 
_ guet-A advanced 11.9% to:B75. PLDT 
inched up by PI to P144 while San 
|. Miguel-A gained 23 to P98. Average 
daily volume was 580.79m shares 
| worth P83.31m,up 36.4%. 


| AUSTRALIA: The market staged a 
o late rally, led by gold and resource | 
~ stocks. A strong Frise in the gold price to | 
» US$490 underpinned strong offshore | 
“buying of stocks such as Western Min- 
- ing Corp. Attention was also focused 
on. the. troubled Ariadne Australia. 
7 Volume for the period was 563.3m | 
Shares, valued at  A$855.2m | 
- (US$591.8m). 





valued at NZ$118.4 million. 


HONGKONG: Prices fell sharply atthe T 
_ end of the period in the wake of the US 
-dollar’s plunge after remaining gener- 
ally mixed in thin trading: Overseas in- 
terest was limited, leaving the market 
. in the hands of local investors. Actively 
traded issues included Promet and 
« Cheung Kong. Volume forthe period 
_.Teached 178b. worth HK$4.03b 
(US$516.7m). 





TOKYO: Prices made early gains but 
then fell back on concern about the 
effects. of the slumping US dollar. 
Electricals and... large-capitalisation 
_ Stocks were among the-big losers. 
_ Japan Air Lines fell ¥800 (U8$5.9) to 
» ¥ 17,000 and NTT dropped ¥ 160,000 
to. ¥2.48m. Trading was thin for the 
_ fourth week in a row. Turnover aver- 
aged 475.5m shares a day at °¥460. 1b. 





_ TAIPEI: Prices fluctuated in volatile 
_ trading as profit-taking at mid-period 
Slowed the market’s continuing rally. 
The weighted price index was sup- 
ported by a strong interest in the finan- 
cial sector. Hwa Nan Bank gained 
_-NT$27 (92 US cents) to NT$222, a 14% 
_ tise. First Commercial Bank increased 
NT$21 to NT$208. Average daily turn- 
etwas NT$14.13b. 











| Dollar’s dive unsettles markets | : 
-MOST Asian markets slipped back, unsettled by the US dollar’s sharp fall. Gainers were led by Manila, 
| which recorded a 12% rise in value. Australia rallied on a rising gold price. E 


_ trading as investors continued to takea | 






















































BANGKOK: Stocks slipped in sluggish [ 


cautious approach. United Flour Mill | 
led the gainers, posting a Baht 25 (98 
US cents) rise to Baht 134. It was fol- 
lowed. by Siam Tyre and Goodyear. 
Losers included Bangkok Investment, 
Boutique New City and MCC. Volume 
in the period totalled 38.8m shares, 
worth Baht 2.05m. 








SEOUL: Stocks rallied on rumours of 
a further easing of curbs on institu- 
tions, though the market index gained 
less than a point for the period. The 
biggest losers were the car and wood- 
product sectors. Hyundai Motor fell 
10.1%. ~Domestic-consumer -firms 
gained, with Dong-A Pharmaceutical 
up 10.9%. Volume was 5.7m shares:a 
day, worth Won 75.8b (US$95.3m). 


SINGAPORE: Share prices tumbled 
after a minor rally. Brokers said the 
market lacked direction and this was 
reflected. in the low-volume, which 
averaged only 14.5 m shares a ‘day, 
worth $$28.6m (US$14.1m). Paying 
interest was centred on a few blue 
chips. Singapore Press Holdings 
gained 10-S cents- to $$6.90 but DBS 
slipped 40'S cents to S$8.70. 


KUALA LUMPUR: Volume was low as 
institutional investors remained on the 
sidelines. A series of good corporate 
results failed to enliven the: market. 
Active counters such as Fraser & 
Neave and D & C Bank lost 20 M cents 
to M$8.70 (US$3.5) and 7 M cents to 
M$1.18 respectively. Average daily 
volume was 9.6 m shares, worth 
M$17.5m. a 


BOMBAY: Shares posted modest 
gains on sutained institutional support 
and short covering despite mid-period 
sluggishness. Textiles climbed sharply 
with Bombay Dyeing rising Rs 21.50 
(US$1.7) to Rs 107 after reporting 
higher profits, Reliance increasing Rs4 
to Rs 113. and Century jumping Rs 
12.50 to Rs 627,50. Bajaj Auto gained 
Rs 50 to Rs 480. 





NEW YORK: Share prices tumbled in 
heavy trading on the last day of the 
period on concern over the falling US 
dollar and renewed doubts about the. 
government’s ability to reduce the 
budget deficit. Earlier, stocks surged 
on news of European interest-rate cuts. 
Volume was 694.6m shares. The Mor- 
Stanley. Capital International 
ex gained 6.4 to. 401.9. 0n 27 Nov. 
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interbank 
3months? 
im | seeeare paa 
8.875 8.875 8.875 
-200 3.625 4.625 
Indonesia —_ 2200 ~ -u Ma na nha | 
Japan "8.70 3.94 475 4.50 44375 
o | raara, IE ; 
Malaysia | Zso | = |: 300 | 340 | aes 
New Zealand -|°°16.95 — | aro 17.00 16.55 
Philippines “49.1875 45.522 ` 10.00 40:25 11.25 
6.29 3.00 3.375 3.5625 3.875 
114.50 13.35 ~ — _ 
5:75 5.01 2.60 3.10 3.70 
11.50 4.50 6.75 7.28 _ 
8.75 7%: Je 8.1875 J 8.00 8.0625 








EUROCURRENCY AND ASIAN CURRENCY UNIT DEPOSIT. RATESH © 








HKS=Rmb 0.476 
























Soviet Union R 7.8125 3 
na US$=Rouble 0:6017. : Sone 
Other: SDR1 =US$1.37379, ECUI~US$1.246, Laos B.9975 i 
l- S$1=M$1.225, £1=HK$14.149, ; US$=Kip 35.00 4.375 4.3125 
: Vietnam 4.0625 3.9375 
US$=Dong 80.00 3.8125 3.0625 








414.125 
tofferedrate Source: Telerate, Vickers da Costa & Co. 


Source: Telerate-for spot and forward rates from Asian money markets, Republic Na- 
j tional Bankot Nani Yad: Tor bankinoin separates on the Regier erates 
y And Deak International Ltd for official rates, 







COMMODITIES 


Last sale to 30 Nov. 
































$ ha, 
international 3-5 years 5.18 5.64 5.25 
7-40 yearst 6.26 6.37 6.41 





Domestic 3yearst | 12.04 | 12.88 12.61 
nod 1Oyearst | 13.21 -| 13.48 12.95 - 
international: 3-5 yearst | 12.82 13.36 13.07 

i £ 7-1Oyearst | 43.81 | 14.04 | 13.42 


-Domestic dyears*| 986 | 9.63 9.98 

i 10years*| 10.12 | 9.78 40.15 
Intemational. 3-Syearst | 10:43 | 9.67 10.37 

7-10yearst | 10.62 | 9.81 10.49 


‘Domestic 3yearst 8.093 | 9.363 9.67 — 
, WW yearst 9.494 | 10.4325 | 10.39 
International. 3-Syearst 9.11 8.45 10.80 
7-40yearst | 957 | 9.71 10.82 








3-Syearst | 16.80 17.55 
7-10 yearst | 14.85. | 18.70 15.65 
international. . 3years” |. 47448] 17.148 17.427 
7-10 years 0 15,783 


& 
3 


3-5 yearst a4 468 
: 7-10 yearst j. g 














EFFECT VE EXCHANGE RATES 




























































































1987 
i international Reserves (5)... 





























: us Se Oher ustima o OUP [GNP in Japan) (2) Consumer PricaindexA 3} M2 or currency pius bank deposits 
LO IMF definition of reserves minus gold except for Singapore ` (6) Customa basis m per Loge 
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School of 
Business 


Administration 


August 1988 

IBEAR MBA Program 
Graduate School of Business Administration 
University of Southern California 
Los Angeles, California 80089-1421 

Phone: 213 743-2272 

Telex: 4720490 USC LSA 
Facsimile: 213 747-4176 
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“Hampton & Sons. the leading UK Estate Agents can assist you to bays sell, let, 
manage and'arrange finance for your UK house or flat. : 


Call Philip Jackson on 5-8104838 or telex 61851 FPDHK HX 


4 Pied floor Two Exchange Square, Heng Kong, 















_Hampton& Sons 


_ 6 Adlingtct Street: Landon SWIA IRB Telex XH, 











Yont Efficient and Contain 3 Source, of. Locating and “Obtainin 
; ‘Need at 


Systems, 
Ts: 


MANAGEMENT / FINANCE 
CONSULTING-SERVICES 


— Company / Trust / Foundation 
formation and Management 

— Trustee and fiduciary services 

—~ Project evaluation and 
implementation 

— Ali international transactions 


— Contract negotiations 
— Developing contracts with 
authorities banks, investors, etc. 


IBS, Bahnhofstrasse 100 
CH-8023 Zurich 
Phone 01/211-04-83 
Fax 01/211 7531 
Telex 813884 








L: (808) $8: 
TELEX 7333950 FAX: 905) 584-1 “0913 





PERSONAL 









THE 
DIPLOMAT HOTEL. | 


2CHESHAMSTREET _ 
BELGRAVIA 
LONDONSW1X8DT 
TEL: 01-235.1544 = 
TELEX: 941 3498 EXECUT G. 
FAX: 259-6153 
Single: £42.50 +. VAT — 
Double/Twin: £58.50 + VAT 

All rooms with private facilities, col- 
our television, direct dial telephone,” 
hairdryers, coffee. and tea makers. 
Substantial breakfast served. in: 
bedrooms. 
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| The Review Publishing Company Limited is now publishing a 
| quarterly index which details by country and date everything 
© that has appeared in the Review. The index is available on a 
quarterly basis. Subscribe now and each quarterly index will be 
sent to you automatically as soon as it becomes available. A 
vital research tool, the Review index will save hours of needless 
-searching for information. ORDER YOURS TODAY! Only 
-HK$290 (US$37.50) for'4 quarterly issues. Just complete the 
- coupon ‘below and send with your payment. 


1 Review Publishing Company Limited, 

A GPO Box 160, Hongkong. 
Please send my order for the Review Publishing (Company 
-Limited QUARTERLY INDEX. | enclose HK$290/US$37.50 
(or its equivalent i in. came currency) i in payment. 

{Please print in block letters} 


Name 
Address — 







EDUCATION 





PROGRAMMES ~ 


Britain's largest, non- residential . 
independent university. offers. 
individualised degree programmes: 
including Higher Doctorates ina 
wide range of subjects... 

For details contact... 
Somerset Gniversity 
Independent 
ce, minster —: 

- Somerset TA19 080 


. England 
Tek: (8460457255. 



















OFF-CAMPUS DOCTORATE 


AUTHORS WANTED 
BY N.Y. PUBLISHER 


an ber book pune, Seeks ‘mania 


















Vantage Press 516 wW 34th st New tor i Y 
10001 USA. ; 


If you have somethin: 
tosay...sayit — 
in the Classifieds! 


Do you want to ah 200,000 middie aa 
top level executives? 


- For only US$328 you canin this: spree, 
next week— but PEA “4 

















WINTERGARDEN ON THE MALL 
HILTON INTERNATIONAL BRISBANE 
FOR SALE BY PRIVATE TREATY 


5 STAR, 322 ROOM 
INTERNATIONAL 
HOTEL 


x restment Opportunity islocared an 
Queen Street Mall, Brisbane ~ one of Australia’s most 
prized retail commercial addresses. For a full investment 
report and brochure, contact John Tormey’or Steve z 
Wakeham at Jones Lang Wootton’s Brisbane Office, 


Deia 


N 


2 Jones Lang Wootton 








D istaste at reports in the foreign press 
about the Karen National Union 
(KNU), an ethnic rebel organisation, 
has prompted the Burmese authorities 
not to issue angry rebuttals but to take 
military attachés of foreign diplomatic 
missions in Rangoon on a so-called 
“study tour” of the Karen state to let 
them see things for themselves. As a 
public-relations exercise it had to be 
judged a success with the 20 attachés, 
some accompanied by their wives, being 
accorded treatment almost on a par with 
that given to eminent foreign digni- 
taries. 

The tour began with an overnight 
trip to the famous Golden Rock 
pagoda, a shining wonder poised peril- 
ously on the edge of a slanting, 3,000- 
ft high cliff about 100 miles northeast 
of Rangoon. From there, the attachés 
and their wives were taken in two luxury 
coaches for a 60-mile ride southeast to 
Pa-an, the beautiful capital of the Karen 
state. Somewhat unfortunately for the 
nature of the exercise, the coaches were 
escorted by armed guards all along the 
tortuous roadway, skirting hills and 
forests. 

Rangoon-based newsmen joined the 
attachés in Pa-an. At a grand dinner 
hosted by the 55-man Karen State Peo- 
ple’s Council that night, the attachés 
and their wives appeared wearing 
white-striped, bright red tunics, the 
symbol of Karen nationality presented 
to them earlier in the evening. 

The following day, the attachés and 
the journalists were told at a meeting 
with the state people’s council and mili- 
tary officials that the KNU had used the 
foreign news media to present a dis- 
torted picture of Karen nationals being 
denied democratic rights, exploited 
economically, and oppressed in various 
other ways. “As seeing is believing, we 
want you to see for 
yourselves the true 
state of things [in 
the Karen state},” 
a military intelli- 
gence colonel said 
by way of explain- 
ing the purpose of 
the tour. 


form a distinct majority, and this is re- 
flected in the predominance of Karen 
members on the various people’s coun- 
cils. Thus, at the state level, 36 of the 55 
members are Karens and at the = pe 
level 325 are Karens out of a total of 426. 
Atthe central level, 10 of the 14 deputies 
of the people’s assembly are Karens. 

The council blamed an “insignifi- 
cant” number of Karens in the KNU for 
carrying out “destructive work” in some 
‘a of the state. Driven to remote 

rontier regions by the combined might 

of the armed forces and the people, the 
number of insurgents had dropped to a 
mere 2,600, according to the council. 

The council also explained in detail 
what it had done for the economic and 
social development of the state. 

Replying to questions, a military of- 
ficial said that while no deadline could 
be set for the end of KNU insurgency, 
military action with the people’s coope- 
ration could see its collapse in about two 
years’ time. 


H: did not believe that the 20,000 
“refugees” on the Thai side of the 
Thai-Burmese border were genuine 
refugees. “They are mostly family mem- 
bers of the KNUs, themselves pur- 
posely sent to the other side of the bor- 
der, partly for safety and partly to pose 
as refugees and solicit aid from foreign 
sources,” he said. The official did not 
know how much foreign aid the rebels 
had been receiving, but said their finan- 
cial situation must be parlous as govern- 
ment troops had destroyed most of their 
toll-gates (by which the rebels levied 
taxes on trans-border smuggling trade), 
except a few which straddle the border, 
like Maela and Wankha. These few re- 
maining toll-gates would be dismantled 
soon, said the official. 

The rebels did not have an alliance 















































with the insurgent Burma Communist 
Party, he said, but pro- and anti- 
communist groups existed among the 
ranks of KNU insurgents. The military 
believed this ideological division would 
come into the open soon. 

Asked if the Karens were concerned 
about the so-called “Burmanisation” of 
ethnic minority races by the Burmese 
(through imposing Burmese language 
and culture on them), a Karen member 
of the state people’s council replied: 
“Not at all.” 

At the end of the meeting, the at- 
tachés and newsmen were taken ona 13- 
mile ride through an enchanting land- 
scape of low hills and green forests to a 
model village called Eindu (meaning, in 
Karen language, the temporary resting 
place of the King of Heaven). From 
there, they were taken to a French- 
aided cement mill on the west bank of 
the Salween river opposite Pa-an. 

In the afternoon, the attachés and 
wives were taken aboard a double-deck- 
ed navy ship decorated with bunting and 
pennants for a 33-mile cruise down the 
Salween to Moulmein, capital of the 
Mon state. The ship was escorted fore 
and aft by two navy gun-boats. 

Later, they were guests of honour at 
a grand dinner of Burmese food hosted 
by Brig.-Gen. Nyan Linn, officer-com- 
mesg. Be the Southeast Burma Com- 
mand which is directly concerned with 
the suppression of the KNU insurgency. 
They were flown back to Rangoon the 
next morning. 

It was apparent that the military 
diplomats, led by Soviet attaché Col 

E. S. Kharvikov, 
thoroughly enjoyed 
the trip. But what 
impact the “study 
tour” has had on 
them is, of course, a 
matter for conjec- 
ture. Whatever the 
case, the Burmese 








In a report read 
at the meeting, the 
state people’s coun- 
cil said the affairs 
of the Karen state 
were administered 
by the people them- 
selves through de- 
puties elected by 
secret ballot at vil- 
lage or ward, 
township, and state 
levels. As 70% of 
the state’s 1.1 mil- 
lion population con- 
sists of Karens, they 











































































authorities hac 
made a spirited de- 
fence of the accusa- 
tions made by the 
KNU and, depend 
ing on impression: 
formed by the visit 
ors, may have suc 
ceeded in dilut 
ing or dispellinį 
those claims abou 
lack of democracy 
oppression, Bur 





mese chauvinisn 
and the like. 
— Chit Tui 





In a class by itself. 


Air-India was the second airline 
to use the new GE CF6-80C2 engine 
to power new widebody airliners. 

Like other airlines using the -80C2, 
Air-India has experienced none of the 
growing pains normally associated 
with an engine introduction. 

By every standard, the engine has 
performed at exceptionally high levels: 
on-time departures, fuel efficiency, 
reliability, everything. Also, because 
of the proven reliability of the -80C2, ` 
twin-engined aircraft are already fly- 
ing the most direct possible routes, 
offering added passenger convenience 
and higher airline profitability. 

It all starts with an attitude: We 
believe that promises should not be just 
a matter of good intentions. Promises 
are meant to be commitments. 


Promises Count. 


or sheer elegance and beauty, few monuments can com- 
pare to the Taj Mahal. Just as this world famous edifice 
serves as a symbol of India’s past, Air-India serves as a 
symbol of its future. 4 


| 
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GE Aircraft Engines 











The best way to do business 


inthe Far East | 
isto move to Transkel. 


You’ve probably thought about relocating or expanding. You're looking to make a long-term 
investment in a location that’s attractive in terms of labour, productivity, financial benefits 
and convenience. 

In that case, you should consider Transkei. A move to Transkei is the best way to do business 
in the Far East. 


Wh ? Transkei is an independent state, bounded by 280 kilometres of coast- 

ere ò line on the Indian Ocean, the Kingdom of Lesotho and the Republic of 
South Africa, and situated on the east coast of Southern Africa. 

Boasting a spectacular coastline, breathtaking inland scenery and an equable climate, 


Transkei is a very pleasant place to live. 
What’s more, a large international airport; strategic situation on major shipping routes, P. 
easy access to ports — including East London harbour which can accept shipping up to 
40 000 tons — a sophisticated rail network as well as good 
roads, make the country very accessible. In fact, travel and 
, x transportation to and from Transkei couldn't be easier. ‘i 


Why?-The People. 


Transkei is a land of unparalleled opportunity, especially in the 
sphere of labour intensive industries. Because its biggest asset is its people — all 5 million of then 
People who have one of the highest literacy rates in Africa — the result of the Government's 
emphasis on education — as well as one of the highest levels of training, thanks to the 
University of Transkei and various trade schools. 
For the Transkeians, work is a way of life. They have translated their rural traditions 
to the twentieth century to become a stable, hardworking labour force with an 
excellent history of labour relations and a high level of 
productivity. 
That high productivity level is particularly important, because 
it equals a low unit cost and a correspondingly high level of 
cost-efficiency. 
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The Infra-structure, 


Independent since 1976, Transkei has a highly developed infra-structure. 
Apart from fully developed industrial services, excellent medical and 
recreational facilities, top quality housing, the world-class schools and the 
University make Transkei an ideal base and eliminate the problems of staff 
relocation. 


The Incentives. 


Transkei’s financial incentives make it one of 
the most attractive investment climates in 
the world. 

Short term incentives: 

* compensation for relocation expenses of 
both personnel and equipment up to 
US$500,000 

x a95% labour rebate 

* generous loans and cash grants. 





Long term incentives include: * 10% price preference on government tenders. 

* rebates of 87,5% on approved training costs * What's more, for ten years, you will be paid a high 
* railage and harbour rebates market related rate of interest on your major 

* electricity subsidies capital investments. 


The Opportunities for Foreign Investors, 


As a foreign investor, you receive a maior financial benefit: You can invest 
in Transkei in financial rands and repatriate your interest at the more 
favourable commercial rand rate. 

Transkei is working . . . make it work for you. 

Call Steven Sum or Louis Stander now at Trust Bank (Hong Kong) on 
5-265751 or telex 5-297839. Or fill in the coupon and send it to: 

Trust Bank, 17th Floor, Hutchison House, Harcourt Road, Hong Kong. 
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Transkei. 
Africa's fastest growing economy. 
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The Oberoi, Bombay. 
When everything has to be just right 


Unmistakably, a truly outstanding 
hotel in the heart of the business centre 
of Bombay. Your very own personal 
butler. Excellent restaurants. A 24 hour 
Executive Centre. The Oberoi over- 
looking the ocean. Because you deserve 
the best the world The Qeri 
has to offer. J 


BOMBAY 


~ 


eroi Hotels Futernational 


\ A POYI IDIA. INDONE f 
RAVEL AGENT Thrjpading toeris o the Wart » RMAN EW YORK) 800-2 


COPYRIGHT 
REPRINTS 


The combined efforts of the Far Eastern Economic Review’s 
large and highly skilled editorial team have made it the pre- 
mier source of information for those who do business, or 
have an interest, in or with Asia. 


As a testimony to the publication’s editorial quality, many 
Review articles have, over the years, been reprinted in 
newspapers, magazines, educational textbooks, newsletters 
etc throughout the world. 


Should you as an editor, publisher or on behalf of an organi- 
sation, educational establishment etc wish to enquire about 
our reprint and copyright charges, please address your cor- 
respondence to: 


Valerie McGavin 
Research/Promotions Manager 
Reprint Division 

Far Eastern Economic Review 
GPO Box 160 

Hong Kong 


Tel: 5-293123 Fax:5-8656197 Telex: 82804 REVMD HX 


We welcome enquiries from all interested parties and as- 
sure you of our prompt, individual attention. 















WWF Kojo Tanaka BCL 


The 
Giant Panda 
needs your help 
to survive 


ONE every eighty to a hundred years 
bamboo forests in China’s Sich 
Province, burst into flower and then die off. A 
that’s bad news for the Giant Panda, wh 
depends for its survival on huge amounts 
bamboo. 

But that’s just one of the problems facing 
Panda 

To ensure that it has a future it is vital 
preserve the complex ecosystem in whict 
lives, to carry out research into its dietary ne 
and investigate possible alternatives, to disco 
the reasons for its low reproduction rate, 
study the problem of internal parasites —all th 
factors and many more which threaten 
survival. 

Recognition of the urgent need to solve th 
and other problems has resulted in a unique 4 
historic partnership between WWF and 
People’s Republic of China. 

WWF has agreed to contribute 
$1,000,000 towards a total of about 
$3,000,000 needed by the Chinese Gove 
ment to mount a major Panda Conservat 
Programme. This includes construction ¢ 
research and conservation centre in the large: 
the Panda reserves — Wolong Natural Reserv 
Sichuan Province. 

A team from WWF, led by the distinguis 
ecologist Dr. G. Schaller, is already at wor 
Wolong together with top Chinese scient 
under the leadership of Professor Hu Jinchu 

The Giant Panda is an endangered anir 
It is also the symbol of WWF's worldv 
conservation efforts to save life on earth, 

But WWF needs money — your money. 

Please send contributions to the WW F 
National Organisation in your country or direc 


WWE International, 1196 Gland, 
Switzerland. 


WORLD WILDLIFE FU 


WWF acknowledges the donation of this space by 
Far Eastern Economic Reviers 
Advertisement prepared as a public service by Ogilvy & Ma 











investors in the US. 
Can J.P Morgan help us?” 


LE Morgan originates more than 60% of all overseas 
əquities traded in the U.S. in the form of American 
Depositary Receipts. Because ADRs can be listed on 
U.S. exchanges, with transactions settled in U.S. dol- 
ars, they make foreign shares more attractive to Amer- 
can investors. Through a sponsored ADR program at 
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sursuit of U.S. acquisitions. Morgan created the ADR 

n 1927 and we still offer issuers, brokers, and share- 
1olders a quality of service unsurpassed by any other _ 
nstitution. If you’d like to know jase i 
nore about the benefits of a BHP 
Vlorgan-sponsored ADR program, = "SF" 

ve ll welcome a chance to discuss tonsavoorco.ua 
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corporate videos. 





No matter what your corporate video requirements this 
are, you'll want to avoid things like 





this and of course, this 





That’s why you should call Visnews 


Visnews will make sure your corporate video is outstanding and effective. 

Aside from being the world’s largest television news agency, we are the leader in 
producing successful corporate communications programs. 

The United Nations 40th anniversary and the spectacular six-continent “Coca-Cola 
Centennial” and “Live Aid” events are but a few of the programs to our credit. 

Our resources include advanced production and broadcast 
facilities, worldwide camera crews, writers, producers, and Nz 
directors, and global satellite capabilities 

Let us help you use the power of television to achieve 


your corporate communication goals N IS N E WS 


We'll make sure you look good. 
The complete picture. 





For enquiries from the Asia-Pacific region, call Visnews Hong Kong 5-279021. 
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world’s leading airlines with 
routes in Asia use the Far East- 
em Economic Review regu- 
larly as a primary advertising 
medium. Why? The answer is 
simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 


If yov’d like to know more 
about our frequent business 
travellers, write on company 
letterhead and we'll be glad to 
send you a copy of the latest 
1986/87 6 City Media 
Phase from the INTRAMAR 
STUDY independently con- 
ducted by International Travel 
Research Institute. The facts 
speak for themselves. You'll 
see how well-travelled we are. 
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Elaine Goodwin, 
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Campus comrades 


Concerning Parris Chang’s 

rehensive article in THE STH COLUMN 
fs Nov.], Pyongyang has not only 
“shown interest in China’s reform ef- 
fort” but has actually been preparing to 
follow in its footsteps. In 1984, four 
North Korean students — aged between 
18 and 26 — were sent to Zhongshan 
University in Canton to study Can- 
tonese and English. They were prepar- 
ing to be the future economic represen- 
tatives of North Korea in Shenzhen and 
Hongkong. 

Having been affected by Canton’s 
“bourgeois liberalisation,” they stop- 
ped wearing the regulation white shirt 
and baggy dark suit as well as the ob- 
ligatory Kim Il Sung badge. They were 
friendly, open and relaxed with foreign 
students (quite the opposite of fellow 
North Korean students posted in Pe- 
king) and were often in trouble with 
their senior, a middle-aged man. 

In 1986 they were recalled to Pyong- 
yang for a “holiday” and have never 
been sent back to China. As for the po- 
licy, it has not changed. New students 
took up their place, starting from 
scratch all over again. 
Tokyo 
Military misfits 
Congratulations on the recent THE 5TH 
COLUMN by Hur Hwa Pyung [19 Nov.] 
on the military’s role in South Korean 
politics. 

As someone who served in the army 
as an enlisted man, I offer my humble 
advice to any military misfits with ambi- 
tions to rise to power by force: the peo- 
ple’s will comes first, they are the mas- 
ters of our country. 

Our democracy is only 13 years old, 
out of 39. For 26 years, two-thirds of our 
history, our people have been under 
one military rule after another. The 
irony is that it may take another 26 years 
for the tainted military brass to be 
purified, tamed and governed by civi- 
lian leadership. 

The people at last have the opportun- 
ity to pick the president of their choice 
in a direct, popar! election, in an at- 
tempt to end the series of military dic- 
tatorships that came into being at gun- 
point and to reinstate the legitimacy of 
the government. 

e recent huge turnout for the ref- 
erendum vote on the new constitution 
seems to confirm that the great majority 
of our people want this system to work. 
Who can dare now to impede and stifle 
our experiment in democracy by an- 
other bloody coup and who can even 
entertain and suggest such an idea 
again? 

If we pool our ideas and resources, 
including those of our military elite, | 


Andrea Zavadszky 





com- | 


























| cracy a model like the one for 
omy. 










March of democracy 


Hur Hwa Pyung in THE FIFTH COLUMN 
on the South Korean military’s role in 
politics [19 Nov.] writes: 

“It is absurd and unrealistic- to 
deny the military establishment a voice 
in the political process and nation-build- 
mg. ba 
: Phe -military is “constitutionally” 
guaranteed a voice in South Korean 

politics, as every qualified South Ko- 
rean is, when its individual members 
vote for the president under the new 
constitution. It is the direct intervention 
by the military in the otherwise fragile 
` but democratic political system that the 
students, the opposition politicians and 
the middle-class: citizens (though Hur 
never credits them) decry. 
Although some military career offic- 
ers are adroit politicians because they 
often provide good leadership, this does 
not guarantee the right to take matters 
to their own hands, for doing so would 
ily encourage mutiny within the milit- 
, thus weakening the morale of the 
rmy so vital to the national security of 
South Korea. If military officers wish to 
. play an active role in South Korean poli- 
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communicate 
implies} to 
‘nationalists’” 
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A good example of such a case is 
former US president Eisenhower, who 
led the Allied Forces in Europe during 
the World War II, then ran for presi- 
dency and got himself elected and re- 
elected during the post-war period. Not 
every military general is a good politi- 
cian, however, as Gen. MacArthur 
knew. He was a brilliant military 
strategist, and once commanded 
Eisenhower in the army, but wisely dis- 
tanced himself from participating ac- 
tively in politics when the war was over. 
The notion that the military should 
be accorded a special status in South 
Korean politics is unwarranted, since no 
other group enjoys such a luxury in a 
true democracy, neither in theory nor in 


practice. 
Vancouver Hyung Soo Kim 
Outdated rhetoric 


It seems David Kellogg from Canton 
doth protest too much [LETTERS, 26 
Nov.] with his self-assured monopoly of 
facts on Tibet. 
be true, that English-speaking Tibetans 
should be “inevitably pro-Western” (as 
he says), and why should they wish to 
“racist” notions (as he 


Why is it, if all he avers 


“cynical travelling 
who “don’t care at all 





it? 
Seoul Marnix Wells 


Dangerous work 


I was dismayed to read Who is whose 
ally? [LETTERS, 19 Nov.] from Sha- 
mimi, Kampar, Malaysia. 

More than 100 men and women have 
been arrested under the Internal Secu- 
rity Act (ISA) in Malaysia recently. We: 
are desperately seeking to create a unit- 
ed movement in defence of civil Hber- 
ties. This is a difficult task in the climate 
of fear in this country. I therefore sus- 
pect Shamimi’s motives in setting us 
quarelling. 

Nevertheless, I am obliged to reply. I 
was merely stating a view when I re- 
marked, as. quoted in the article Alter- 
native societies [REVIEW, 15 Oct.], that’ 
members of the middleclass would have 
to work very hard to champion workers 
and peasants. This is hazardous, of 
course, because it would make them 
more liable to oppressive government 
actions. 

Detention without trial is not new in 
Malaysia; it has been with us from be- 
fore independence. The leaders of 
Malay nationalism, such as Burhanud- 
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din Al-Helmy, Ahmad Boestamam and 
| Ishak Haji Muhammad, were detained 
| or banned from politics so that the Unit- 
| ed Malays National Organisation had a 
|. clear field to run. 
Under the ISA thousands have been 
‘| detained, many socialists and a few 
|- communists; and there are still many 
under restrictions. This is my point: it is 
|-more dangerous to work among work- 
| oe and peasants than among the middle 
‘| class. ae 

The support that the traditional elite 
has given to some middle-class organi- 
sations is welcome. But I must be for- 

















civil ‘liberties beyond their present 
animosity towards Prime Minister 
‘Datuk Seri Mahathir Mohamad. I 
shoud know this, having been detained 
under the ISA for six years. 
<- Shamimi, in trying to link me up with 
the present prime minister, has dis- 
*torted facts. he asserts that in 1984 the 
Malaysian Social Science Association 
(MSSA), of which I am president, in- 
vited the prime minister as guest of hon- 
our to its official dinner. This never hap- 
pened. 

Indeed, on 10-12 January 1983 the 
MSSA organised an international con- 
ference. on: “Modernisation and Na- 

“+ tional-Cultural Identity,” and invited 
| him for a buffet dinner and a dialogue 

“for the final session. 

‘|... Unfortunately, the prime minister 
| declined this invitation because earlier 
“| we had turned down a request, con- 
| veyed to us through his officials, to with- 

¿draw a paper to which they objected. 

-I feel only pity for Shamimi’s. emo- 
tional tantings over “individuals and 
groups who appear to be ‘anti-establish- 
ment’ and yet enjoy close ties witha 
particular clique.in power.” 

Shamimi‘and his ilk are free to goon 
honouring Tunku Abdul Rahman: as 
“father” of independence. But. they 
must remember too that the Tunku is 
also father of the ISA. 

At one time the Tunku campaigned 
on the promise to abolish the annually re- 
newable Emergency Regulations, but 
instead made it a permanent part of our 
laws in the ISA. More were detained 
during the Tunku’s office than now. But 
that does not mean I am justifying the 
| recent mass arrests. 







































guish over the various repressive actions 
which he claims “the organisation that 
has invited deputy kings and former 
prime ministers to its functions has been 
subjected to.” 

But surely this should not allow him 
to forget about repressions that have 
systematically and periodically been 
carried out in Malaysia from periods of 
colonialism to independence. 

Now the Malaysian Government has 
once again used the draconian ISA to 









Mahathir might well have been remem- 





given if I question their commitment to — 


I can empathise with Shamimi’s an- 


arrest and detain people without trial. . 
Had it not been for the récent arrests, © 
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tainees and for the relative freedom he 
brought to the political climate of this 
country: Of course, his policies are con- 
servative and he is untouched by the 
talk of poverty. l 

I feet that rather than quibble over 
less important things, both Shamimi 
and I should join hands with many 
others in the efforts to get all detainees 
released or tried in.open court, and to 
work towards the abrogation of the 
ISA. 

We certainly need more committed 
people to stand against all forms of op- 
pression. and strive towards establishing 
a democratic, united, just and progres- 
sive society, which ali Malaysians will 
consider beautiful to live in. 


Kuala Lumpur S. Husin Ali 
Intemperate remarks 
David Kellogg's — rancorous” letter 


[Hypocritical elegies, 26 Nov: ] reminds 
me ofan occasion when the Buddha was 
berated by Akkosaka Bharadvaja (the 
abusive Bharadyaja), who showered 
him with offensive words. The Buddha 
calmly asked him: “Sir, let us suppose 
you offered some food to guests and 
they left the house without taking the 
food. To whom would that food be- 
long?” Bharadvaja answered that the 
food would be his. To that the Buddha 
replied: “In the same way, since Ido not 
accept your abuse, the abuse returns to 
you.” ; 

Kellogg's intemperate remarks are 
rejected by Tibetans, friends of Tibet; 
and all other Buddhists. His words re- 
main his, and like dirt thrown into the 
wind, soil only him. 


Nara-ken, Japan Visakha Kawasaki 


A paragraph in your Washington. story 
US rides the tigers [REVIEW, 3 Dec.] 


says that the Hongkong dollar's fixed |: 


rate against the US dollar was imposed 


in 1983 “at the: behest”. of Whitehall. | 


This, at least to me, appears to have 
been a well-kept secret. 

At the time, the accepted version 
was quite domestic — the Hongkong 
Bank and private-sector economist 
John Greenwood put the idea up to the 
Treasury of the time, which overnight 
seized it as a boathook for a drowning 
man. 

Can anyone enlighten me further on 
this fascinating event? 


New Delhi’s puppet 


Correspondent. Manik de Silva states 
that the Lanka Sama Samaja Party 
(LSSP) supports the Indo-Lanka peace 
accord of 29 July [Terrorists in the south 


Alan Chalkley 


“REVIEW, 12 Nov.]. In fact, while wel- 
coming moves: to resolve the ethnic 


the central com- 







problem peacefull 


bered for releasing hundreds of de- 


-are opposed to the accord. The question 


construction of anew military camp at 


















mittee of the LSSP has questioned the 
Indian involvement in Sri Lanka's 
domestic affairs. Far from supporting 
the accord, the committee has resolved. 
that the accord will not solve the ethnic 
problem, and has put forward its own- 
proposals. The truth is that the only _ 
party, apart from the United National. 
Party, to support the accord is the Com- 
munist Party. 

The mass of the people of Sri Lanka _ 





at hand is not that of the ethnic dispute, 
but that of Ind nsionism,; One- 
third of Sri] , including the strate- 
gic. port of Trincomalee. is de facto 
Indian territory. The two Indian army 
divisions in Sri Lanka outnumber the Sri 
Lanka army, and more troops are on the 
way. The government of Sri. Lanka has 
become New Delhi's puppet: 

In this situation, where democratic 
opposition is stifled, the people will turn 
more and more to the Janatha Vimukthi 
Peramuna, which is now establishing 
“liberated zones” all over the south. 
Unless democracy is restored, terrorism: 
will triumph. 
Rajagiraya, Sri Lanka 


Burma’s flawed case 


With reference to Forlorn conclusion by 
Ted Morello [REVIEW, 22 Oct.], as 
chairman of one of the non-governmen- 
tal organisations that has opposed the _ 
ranting of least-developed country — 
(LDC) status to Burma, 1 would like to 
make some observations. First, no- 
matter which way the literacy figures 
are juggled, the fact remains that the 
rate in Burma is higher than the 20% 
laid down in the guidelines. Secondly, | 
no mention is made of the fact that 
Burma spends 40% of its GNP on the: 
war of attrition it is conducting against 
the ethnic groups, which in the case of 
the Karens has ioc going on for nearly. 
40 years... : 
Before. granting’ LDC status to 
Burma, members of. the UN General 
Assembly should give some. thought 
into putting pressure on Burma to de- 
clare a ceasefire and come to the confer- 
ence table to seek a peaceful solution. to 
the problem. 
Ideally, such a conference should - 
take place-on neutral grounds under | 
the. auspices of. the UN. I would 
also add that this country applying for 
poorest nation status has just com- 
pleted, at not inconsiderable cost, the — 
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Pa-an to accommodate the newly. 
formed 22 Light Infantry Division. __ 

H. Wood » 

Chairman. 

Tribal Refugee _ 

Mirrabooka, Western Australia Welfare 





Pseudonyms are accepted, burclerters ine | 
tended for publication in these colurans must: | 
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Tr Communist Party of the Philippines (CPP) and its ee 
fighting arm, the New People’s Army have changed 

tactics and leadership over the past year, signalling an es- 
calation of violence in their 20-year-old insurgency. All indi- 
cations are that the moderates have been replaced by 
hardliners intent on regaining the momentum lost when 
former president Marcos was ousted by Corazon Aquino. 
Manila bureau chief James Clad analyses the risks involved 
in the new policies — which include measures to reassure 
the middle class in the event. of an eventual communist 
: ' takeover. Underground leftist spokesman, Satur Ocampo, 

in a written interview provides an insight into CPP thinking. 
Page 35. Covër photograph by Shosuke Takeuchi. 
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turn with a historic meeting in France 
between Prince Norodom. Sihanouk 
and Phnom Penh Premier: Hun Sen, 
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Bombs rock Manila 

on eve of summit 

As Asean officials gathered in 
Manila to prepare for the heads 
of government summit on 14- 
16 December, two bombs 
exploded on 8 December, one 
a car bomb wrecking part of the 
international airport’s depar- 
ture area and injuring at least 
four persons. The other explo- 
sion occurred in the Makati 
business district but no one was 
hurt. 

The next morning, 20 sticks 
of dynamite wired to a timing 
device were found outside the 
Asian Institute of Management 
in Makati, near the scene of 
the previous night's explosion. 
Armed Forces of the Philip- 
pines (AFP) rebels led by Col 
Gregorio Honasan have de- 
nied planning to disrupt the 
summit, and suspicions have 
focused on AFP groups loyal to 
former president Ferdinand 
Marcos, who are said to want 
to humiliate President Corazon 

_ Aquino’s government by forc- 
ing adjournment of the sum- 
mit. — James Clad 


Vanuatu’s PM Lini 
under chal 
Secretary-General Barak 
Sope, 36, of the ruling 
Vanua’aku Party (VP), has 
challenged the leadership of 
Vanuatu Prime Minister Wal- 
ter Lini, 45, following the 
party’s win in 30 November 
elections on the Pacific island 
state. Lini rebuked Sope ear- 
lier this year for links with 
Libya and for losing money 
trying to build a national air- 
line. A special VP conference’ 
that started on 8 December was 
to decide the leadership. 
Hamish McDonald 


Taiwan's Labour 
to back workers’ rights 
Vowing to fight for the right 
to organise trade unions and 
to stage strikes, Taiwan's 
newly launched Labour Party 
held its first national congress 
on 6 December. Opposition 
lawmaker Wang ‘i-hsiung, 
48, was elected party chair- 
man. Wang is a former 
member of the Democratic 
Progressive Party, Taiwan's 
other major opposition group 
which was launched 15 
months ago, and is the Labour 
Party's only representative in 
the Legislative Yuan. 

— Shim Jae Hoon 
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More than 1,000 students from 
China’s University of Interna- 
tional Business and Economics 
in Peking marched to the of- 
fices of the Ministry of Foreign 
Economic Relations and Trade 
on 7 December to protest 
about the handling of the 
killing of a student two days 
earlier. The demonstration, in 
which the students clashed with 
police, was the first major stu- 
dent protest in China in nearly 
a year. — Robert Delfs 
Rabuka hands over 

to civilians 

Fiji military coup leader Brig. 
Sitiveni Rabuka said on 5 De- 
cember he was handing over 
power to a new civilian govern- 
ment. Former governor-gen- 
TAR LANSNER 


eral Ratu (chief) Sir Penaia 
Ganilau has agreed to becomë 
president in a republican gov- 
ernment, with former Alliance 


Party prime minister Sir 
Kamisese Mara appointed the 
first prime minister pending 
elections in a year's time. 
Rabuka is expected to become 
minister of home affairs, allow- 
ing him to remain in charge of 
the armed forces and police. 

— Hamish McDonald 
Philippines’ 
commits suicide 
Philippine businessman Jaime 
Ongpin, who was finance 
minister in President Corazon 
Aquino’s government from 
March 1986 to September 
1987, committed suicide on 7 
December, He was 49. An 
early opponent of former pre- 
sident Ferdinand Marcos, 
Ongpin became prominent and 
politically controversial in 
negotiations starting last year 
to reschedule a US$28.7 billion 
foreign debt. Since leaving the 
cabinet, Ongpin had been de- 
pressed, family sources said. 

— James Clad 


BUSINESS 
Japan’s economic growth 
betters forecast 
Japan’s economy grew at an 
annual rate of 8.4% in real 
terms in the July-September 
quarter following zero i puts 
in April-June, or by 2% from 
the level of the previous quar- 
ter. Strong third-quarter per- 
formance reflected a sharp 
rise in housing investment, up 
10.3% from the previous quar- 
ter. The external sector, which 
shrank in the April-June quar- 
ter, recovered and contributed 
0.2% to the overall 2% growth. 
Officials said the 3.5% real 

owth target for the current 
iscal year (ending March) is 
now well within reach. The 
overnment is understood to 

thinking of revising the 


target upwards. 
— Charles Smith 
reforms make hoac 
make headway 


Reform of Japan’s financial 
system has taken a step for- 
ward with the publication of a 
government report proposing a 
complete review of barriers 
within the industry (REVIEW, 
12 Nov.). Among the possible 
changes mentioned by the Fi- 
nance Ministry’s Financial Sys- 
tem Research Committee are 
allowing banks to engage in 
securities dealing and under- 
writing, a practice currently 
forbidden by law. The report 
also suggests that pension-fund 
management should not be 
confined solely to trust banks 
and life-assurance firms, and 
that city banks should be al- 
lowed to make. long-term 


loans. — Nigel Holloway 


Hongkong cuts rates 
to defend dollar link 
Hongkong banks cut interest 
rates by a further 0.5 of a per- 
centage point on 7 December, 
with prime lending rate coming 
down to 5.5%. The move came 
on the heels of a one-point cut 
in prime only 10 days earlier as 
the banks, at the request of the 
Hongkong Government, at- 
tempted to dampen specula- 
tion that the local currency 
would be revalued as a result of 
mounting US pressure. De- 
ere of more than 
K$500,000 (US$64,100) will 
no longer attract interest and 
Officials have said the govern- 
ment, which says it has no in- 
tention of shifting the peg 
which ties the Hongkong unit 
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to the greenback at a rate of 
HK$7.80:US$1, may even seek 
to im negative interest 


rates to defend the peg. 
— Elizabeth 


North Korean debt 
stalemate continues 
Morgan Grenfell International 
and ANZ Bank, which repre- 
sent 120 European banks in 
two syndicates holding around 
Dm 1.4 billion (US mil- 
lion) of defaulted North Korean 
debt, are taking legal advice 
“to see what options are open” 
after ny Org See held in Vien- 
na late last month yielded no 
result. No further meetings 
have been scheduled. No prin- 
cipal has ever been repaid on 
the borrowings, which date 
from the mid- 1970s. and no in- 
terest has been paid since 1984. 
The loans have been re- 
scheduled several times. 

— Anthony Rowley 


Simex drops US 
bond contract 
Singapore’s futures exchange, 
Simex, has de-listed its US 
Treasury bond contract with 
effect from 4 December. No 
trades in the contract had been 
reported since September, 
when two contracts were sold, 
and the open position was zero. 
The contract was introduced in 
October last year, based on a 
15-year bond with a coupon 
rate of 8% and a face value of 
US$100,000. The de-listing 
leaves Simex with six contracts 
and three options. Neverthe- 
less, the exchange has been 
averaging a healthy 8,752 
trades a day so far this year and 
has exceeded its volume target 
by more than 500,000. 

— Nick Seaward 


pag al 
Hongkong telecoms 

The Hongkong Government 
and London’s Cable and Wire- 
less have decided to delay the 
sale to the public of 11% of 
Hongkong Telecommunica- 
tions — a company due to be 
formed on 22 January by merg 
ing Hongkong Telephone Co 
(Telco) and Cable and Wire 
less (Hongkong) — because q 
the worldwide stockmark 
slump. The public will o 
about 9% of the merged co 
pany via existing poai ow 
ship in Telco, and officials y 
on 8 December that the p 
ned sale of 5.5% each of, 
new company’s shares b 
government and the Lo 
unit will take place in 4 
months. — Michael We; 























GETTING IT TAPED 
Four Japanese diplomats and a tape 
recorder which they had donated to 
Cambodian resistance leader Prince 
Norodom Sihanouk had an inside ear- 
on the recent historic meeting 
between the prince and Premier Hun 
‘Sen of the Vietnamese-backed 
Phnom Penh government. The 
¿Japanese were the only diplomats at — 
-the meeting venue of Fére-en- 
- Tardenois, 110.km north of Paris. 
-Although Sihanouk refused to release - 
the tapes of his conversation to the 
press, the Japanese diplomats 
Sollected copies of the cassettes every 
day. 


MARINE GUARD 


Despite anxieties about the 
communist New People’s Army 
_ (NPA) targeting US military 
personnel in the Philippines, 15 US 
marines have been sent. to guard a US 
: Navy CH53 helicopter which crashed 
<in an NPA stronghold on 5 
‘December. The aircraft had been 
4 delivering relief supplies following 
-Typhoon Nina which in late 
vember devastated parts of 
southern Luzon with winds of up to 
“o km an hour and killed about 650 


: SOFTLY, SOFTLY 

"Officials of the law school at China’s 

Peking University are privately trying 
to raise US$1 million from a South 
Korean donor for a new law school 
building. The university is offering to 
name the building after the donor, 





which is likely to be one of South 
Korea’s large business groups. The 
Chinese have also invited South 
Korea to join a proposed joint 
Chinese-Japanese-South Korean 
attempt to standardise legal terms, 
which were translated from Western 


_| languages into Chinese characters 
ette World War I. In their ; 
| continued efforts to quietly step up 
<>| tres with Seoul, China has also 
“| privately told Seoul that it plans to 


open a trade office there after the. 
ee Games next September. 
exes can now be sent directly 

ra the two countries. 


CONCESSIONS WANTED 


Japan isunder 
pressure from 


Asean countries 


to offer a 
concessional tate 


of intereston the" 


US$2 billion 

Asean Fund to be 

announced at the 

Asean summit 

in Manila. 

Provisional plans 
are for loans from the fund to carry 
the interest rates usually charged by 
the Overseas Economic Cooperation 
Fund (a government aid agency) on 
official yen loans. Japan claims that 
the fund already includes one 
concession — the eligibility of 
Asean’s two richest countries in per- 
capita terms, Singapore and Brunei, 
for loans that would not be extended 
to them under government aid 
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programmes. Japan’s Prime Minister 
Noboru Takeshita, who will 
announce the fund í 

summit, is expect 

personal decision on whe he to offer 
further concessi 


Thailand’ s sBank of Asia K the Yip 

*s Goldhill Securities to 
inance and securities: 
company and apply for.a seat on the ue 
Securities Exchange of Thailand, The 
group’ s property arm, First Pacific: . 

avies, hasalso found a local partner . 
recently to get involved in the 
Bangkok property market. 


PULLING STRINGS 

South Korean authorities are trying- 
to manipulate the stockmarket in an. 
effort to boost the market in the 
run-up to the 16 December | 
presidential election. They have 
ordered institutions to increase their 
stock-holdings by one-third. Earlier 
this year, when the market was 20% . 
lower, the government restricted. 
institutional buying on grounds that 
the market was overheated. The 
latest directive is being followed up = 
by hourly calls from the Ministry of 
Finance to local securities houses, 
demanding details of transactions — 
stocks purchased, prices fada and 
quantities bought. 





BANGLADESH 
Nine opposition leaders who were ar- 
rested during a general strike called by the 
opposition, were freed, it was reported (2 
Dec.). The rightwing Jamaat-e-Islami an- 
nounced the resignation of all 10 of its MPs 
c (3 Dec.). Dhaka came to a near-standstill 
again as opposition parties staged another 
ma strike-in-defiance of a government ban on po- | 
litical protests (7 Dec 5 i 


AMBODIA 
Talks between Cambodian resistance co- 
ition leader Prince Norodom Sihanouk and 
mbodian Premier Hun. Sen began in 
nce (2 Dec.). Hun Sen and Sihanouk | 
ed a communique affirming their com- 
will to end the Cambodia conflict 
ugh an accord by all parties which would 
uaranteed by an international confer- 

(4 Dec.). - 





t German Foreign Minister Oskar | 
arrived on an official visit (2 Dec.). 
ng Governor Sir David Wilson held | 





talks with Vice—-Foreign Minister Zhou Nan 
in Peking on Hongkong's democratisation (3 
Dec.). More than 1,000 students from Pe- 
king's University of International Econo- 
mics and at Finance marched across the city, 
protesting lax campus security and adminis- 
trative Inaction over the killing of a student 
in the university grocery store (7 Dec.). 


FIJI 

Former prime minister Ratu Sir Kamisese 
Mara was reappointed by military leader 
Brig. Sitiveni Rabuka (5 Dec. }. Former gov- 
ernor-general Ratu Sir Penaia Ganilau as- 
sumed the post of president (6 Dec. ). 


HONGKONG 

A delegation of Hongkong democrats 
boycotted a meeting in London with Lord 
Glenarthur, a Foreign Office minister with 
special responsibility for the territory, 


because the minister would not see all nine | 


members of the group (8 Dec. a 
PHILIPPINES 


The government sian 





‘while other tr 


journalist, earlier ordered to leave the coun- 
try within 48 hours after he wrote about al- 
leged corruption in the country, to file anap- ` 
peal. officials said (2 Dec.). The government 
said the journalist, Michael Byrnes, would 
be allowed to remain in the country (3 
Dec.}. Former finance minister Jaime 
Ongpin committed suicide by firing a bullet 
through his temple (7 Dec.). 


SOUTH KOREA 


Protesters threw stones and sticks at op- 


| position candidate Kim Dae Jung, demand- 


ing-that -he drop out and leave one oppo- 
sition member in the presidential race (6 
Dec.). “Hundreds of protesters attacked 
another opposition presidential candidate, 
Kim Young Sam, with rocks; breaking up a 
campaign rally (7 Dec.). 


SRI LANKA 

It was reported that Indian troops 
halted.a: bus and shot dead 11 passengers 
Attacked a village and 
killed at leas ésidents in Batticaloa 


(3 Dec.).. 

















Sihanouk and Hun Sen agree on further peace talks 


The train starts here 


By Nayan Chanda in Fére-en-Tardenois 
he nine-year-old Cambodian |, 
conflict took a dramatic turn 

in the first week of December 

when Hun Sen, premier of the 

Hanoi-backed Cambodian regime, 

arrived in this small village 

north of Paris to meet exiled 
former head of state Prince No- 
rodom Sihanouk. Following the 

meeting, the two men issued a 

joint call to other Cambodian 

parties — Son Sann’s Khmer Peo- 


’s National Liberation 
ront (KPNLF) and the com- 
munist Khmer Rouge — to 
come together to create an 


independent and neutral coun- 


try. 

The KPNLF and a group led by 
Sihanouk — both non-communist 
— and the Khmer Rouge comprise the 
exiled Democratic Kampuchea coali- 
tion government, which seeks to replace 
the Vietnamese-sponsored government 
of Heng Samrin in Phnom Penh. 
Sihanouk is president (on leave) of the 
coalition. 

Significantly, Sihanouk and Hun Sen 
agreed to meet again here next month 
and at Sihanouk’s residence in the 
North Korean capital of Pyongyang at a 
later date. Even more significant was 
the leading role in setting up the meet- 


ing of the Soviet Union, Vietnam’s vital 
ally, and some signs of accommodation 
from China — Vietnam’s implacable 


enemy and a supporter of the Khmer 


Rouge. 





Prince Norodom Ranaridh, Siha- 
nouk’s son and commander of the 
military wing of Sihanouk’s political 
group, who also participated in the 
talks, said after the meeting: “We Bope 

e 


sincerely that, as patriots, they [t 
KPNLF and the Khmer Rouge] will 
note that the train of peace is in motion 
and they must jump on.” If the two 
other resistance groups did not get on 
board, he said, the train could leave 
without them. The younger rince also 
said that there was a de facto truce 
between the Sihanoukists and the Heng 
Samrin army. 

The official communique signed by 
the two leaders and, more importantly, 
private discussions lasting more than 12 


hours, seem to have cleared the 
way for the first substantive negoti- 
ations among the parties. The 
momentum created by the meeting 
has also confronted China and its 
Khmer Rouge allies with hard 
choices: going - along with 
Sihanouk’s initiative or appearing 
as stumbling blocks in the way of 
peace. In private, Sihanouk’s en- 
tourage said that the ball now was 
in China’s court. J 

Although Sihanouk made it 
clear that he considered the gov- 
ernment in Phnom Penh to be an il- 
legal regime, he nevertheless ad- 
dressed Hun Sen as “excellency,” 
rather than “mister.” Hun Sen 
respectfully addressed the prince as 
Samdech {Modseioneur). as is the 
custom in Cambodia. 

Sihanouk told Hun Sen that the only 
regime acceptable to him was a “liberal 
democracy . . , as in France.” He would 
not accept nomination as president of 
Cambodia. Any high position he might 
assume under a new regime would be 
through a popula: vote. Hun Sen said he 
accepted that position. 

While Sihanouk has repeatedly said 
he wants Cambodia to live in friendship 
with Vietnam, it would not be in subor- 
dination, When a rnat- panty overn- 
ment was eventually formed, he told 
Hun Sen, it would totally reject as null 
and void all agreements and treaties 
signed with Vietnam — especially ones 
concerning land and sea borders. Many 





Difficult to handle 


Asean is divided on its reaction to Sihanouk’s move 


By Rodney Tasker in Bangkok 
i p Sihanouk-Hun Sen agreement 
has sharpened differences in Asean 
over the best way to bring peace to 
Cambodia. While the Indonesians and 
Malaysians gushed over the com- 
munique, “hardliners” Thailand and 
Singapore were privately sullen and 
concerned that Sihanouk was falling 
into a Vietnamese trap. On one point all 
six were agreed: “Sihanouk is a difficult 
man to control,” as one official put it. 
Asean, as the non-communist group- 
ing most directly affected by the Viet- 
namese occupation of Cambodia, has 
been deeply involved in diplomatic 
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moves for a political settlement in Cam- 
bodia from the start. It has championed 
the cause of Sihanouk’s resistance coali- 
tion, but at the same time the indepen- 
dent-minded prince has often exasper- 
ated its members. Now, Sihanouk has 
taken another unilateral initiative which 
some in Asean wished he had not. 

More important, China has been re- 
ticent in its reaction to the Sihanouk- 
Hun Sen agreement, confining its offi- 
cial comment to an expression of con- 
tinued support for Sihanouk while re- 
porting the signing of the communique 
almost without comment. And without 
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Peking’s endorsement no Cambodian 
settlement will be workable. 

This comforts Thailand and Singa- 
pore, whose officials told the REVIEW 
that whatever Sihanouk may have ag 
reed unilaterally now, they believed h: 
would not ty 3 radically from China 
wishes in any future, more substanti 
agreement with the Vietnamese-back 

eng Samrin regime in Phnom Per 
The peace process thus far also igno 
the substantial factor of the Khr 
Rouge, the Sihanouk coalition’s n 
military force against the Vietnam 
which has not yet reacted to the 4 
cember agreement. The third par 
the coalition, Son Sann’s Khmer 
ple’s Liberation Front, has react 
regretting that there is no direc’ 
tion of Vietnam in the communic 


saying that pressure must cr 


ay =. = 





ten notes giving extracts of re- | 
‘they both made. The selection, . 
‘like his remark on Vietnam-Cambodia - 
treaties, seems designed to reassure his | 
supporters and allies that he is not about 
to sell Cambodian interest down: the 
_ river. The worry Sihanouk’s initiative 
/ has caused to some of his allies was dem- 
| onstrated by the conspicuous absence: 
3 essages of support from China and 
| Thailand on the eve of the meeting. 


ngapore, Malaysia. and Indonesia 
Asean supporters of the resist- 
-oalition — as well as the US, sent 
s supporting Sihanouk in his move | 
| 

| 





ca 
in meeting Hun Sen. US Secretary of 
: State George Shultz’ message was par- 
ticularly significant as it marked a de- 
parture from the usual US practice of 
following Asean’s lead on. Cambodia. 


pea 
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Q iLL OFFER THEM ASYLUM! 


| Rubbing in the absence of Chinese sup- 


port, Sihanouk publicised a cable of 
“profound gratitude” that he had sent to 
Shultz for the support from “the glori- 
ous United States.” China has reported 


| the meeting without comment. 


During the very first session of their 
meeting, Sihanouk and Hun Sen agreed 


upon a four-point communique that put. 


together some well-known and unexcep- 
tionable positions. But its main signifi- 
cance was in the fact that it accorded the 
Phnom Penh premier a new interna- 


tional stature and put Sihanouk’s coali- | 


tion partners on the defensive. 
: “The joint communique can be con- 
sidered as a call to all other: Cambodian 


factions to come and sit at the negotiat- | 
ing table. A solution must be reached by | 
the Cambodian people themselves,” | 


Hun Sen said at a press conference ar- 
ranged by the prince’s entourage. 


munique signed by Sihanouk and Hun 
Sen on 4 December said: 


sarily be resolved by a political solution. 
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to. withdraw. its- troops. 

ot that Thailand and Singapore 

sing their feet in the process of 
olution to the Cambodian 

tis a reflection of their worry 

tthe prince — whom all parties agree 
to figure in any eventual Cambodian 


ula — risks being ensnared by the + 


amese imhis obvious desire to end 
jle from Phnom Penh. 


best complexion: being put on 
December agreement, despi 











-Cambodian people themselves 
must resolve the problem through ~ 
“negotiations among all the parties to 
the conflict so as to putan end to the 
war,” and to “reconstruct a peaceful, in- 
dependent, democratic, ‘sovereign, 
neutral and non-aligned Cambodia:” 

>» Once an agreement w 


_among all parties, “an: internal 


conference will be convoked to guar: 
tee the agreement, to guarantee the i 
dependence of Cambodia and peace 
and stability in Southeast Asia." 
» The two sides agreed that the | 
parties would meet again in Januat 
Fére-en-Tardenois and at. 
palace in Pyongyang at a later date 
Conspicuous by its absence in the 
communique is any reference to Viet- 
nam. Sources close to the talks said that 


; Sihanouk gave up his attempt to include” 
| specific mention of a withdrawal of 
The four points of the joint com- | 


Vietnamese troops in the communique ` 


| when Hun Sen wanted to mention: 
cen | China’s role in the conflict as well. 
> Theconflict in Cambodia must neces- | 


A compromise was found in the re- 


| ference to the need to create an “inde- 


pendent” and “sovereign” Cambodia, 
implicitly free of foreign troops. Hun. | 


| Sen, however, seems to have impressed 


upon Sihanouk his conviction that Viet- 
nam will completely withdraw its troops 
by 1990 and, if a national reconciliation 
among the Cambodian parties is 
achieved, withdrawal could be com- 
pleted in 1988 or 1989. 

“It is up tous to create the conditions 
for their withdrawal,” Ranaridh later 
told newsmen. He implied sympathy for 
the two necessary conditions sought by 
the Vietnamese — “elimination of the 
Pol Pot clique”: within the Khmer 
Rouge and allowing Vietnam to leave 
“without losing face.” 

Sihanouk too is concerned about not 
making China lose face. He deleted 
from the draft submitted by Hun Sena 
point which said that the Cambodian 
people would not accept. a- return to 





theory, this gives Hanoi a face-saving 

-way out, so that it can appear mag- 

nanimous in agreeing at a later date to 
l withdraw: its troops. 

Both Bangkok and Singapore have 
| stressed in their public statements fol- 
by the meeting in France their 
ypes that Sihanouk will address him- 

t real issues in the conflict at a 


g omission of any reference to 


N gong alon 


amounts [0 a 





madja, who has been steadily pushing . 
ahead with senior bilateral meetings 
with the Vietnamese over the past 
month, ‘said the agreement raised “big 


hopes” and “great expectations” for | 
-further efforts towards a Cambodian 


solution. Mochtar was rebuffed by his. 
Asean ‘colleagues — notably Thailand — 
and Singapore — after his July agree- 
ment with Vietnamese Foreign Minister 


“Nguyen Co Thach to: organise a 


“cocktail-party” meeting for all the 
Cambodian factions, which ‘Hanoi 
would attend. 

Mochtar’s diplomatic. moves proba- 
bly reflect the Indonesian concern that 
the current Cambodian stalemate bene- 



























Pot regime. Although he pe with 
the sentiment, the prince did not want 
to join hands with Hun Sen in making an 
. implicit criticism of China — the princi- 
pal backer of the Khmer Rouge. 









coming around cautiously to support 
_ themove. Unlike Hanoi, which has wel- 
¿comed the four-point agreement as “a 
-first important step towards a process 
leading to a favourable solution to the 
Cambodian problem,” and the official 
Soviet daily newspaper Pravda, which 




























“ment of the conflict,” China has been 
vague in expressing its support. 
A Chinese Foreign Ministry state- 
‘ment in Peking said that Peking always 
supports Sihanouk’s “effort in search of 
a fair and reasonable political solution.” 
However, in a move perhaps to prepare 
public opinion for the new develop- 
ment, the official Chinese media 
showed pictures of Silfanouk signing the 
agreement with Hun Sen, who is usually 
described as a Vietnamese “puppet,” 
as well as a facsimile of the com- 
} munique. 
If the encounter in Fére-en-Tar- 
denois has been a matter of concern to 
Peking, it has enjoyed the active sup- 
port and blessing of Moscow. In a new 
formulation, Soviet leader Mikhail 
Gorbachov said the Cambodian prob- 
lem could be solved “on the basis of the 
unification of all their national patriotic 
forces,” implying a rallying of forces 
that worked to support Sihanouk when 
he was deposed in 1970. 
Through a senior French official, 
Moscow communicated to the prince 
that it hoped to see him play a “big role” 



















either a Lon Nol-type regime or a Pol. 


Early indications are that China is | 


called it a “turning point in the settle- | 





in Cambodia and that it was ready to 
ceive the prince with a 21-gun salute, 
sources close to Sihanouk told the 
REVIEW. Through Phnom Penh’s Am- 
bassador in Moscow, Hor Nam Hong, 
and its network of contacts in Paris, the 
Soviets had quietly worked to arrange 
the meeting between Sihanouk and Hun 
Sen. 

Moscow has not only footed the bill 


for Hun Sen and his entourage, but the | 


Soviet Embassy in Paris provided a 
chauffeur for Hun Sen who doubled as 
his bodyguard. 


Le anyone miss Moscow’s role in 
any Cambodian settlement, Igor 
Rogachov, Soviet deputy foreign. minis- 
ter for Asian affairs, gave an interview 
to the French newspaper Le-Figaro on 
the eve of the Sihanouk—Hun Sen meet- 


| ing. He praised what he said was a 


change in the Chinese position in ac- 
cepting the Heng Samrin regime as a 
political force and excluding the return 
of Pol Pot to power. On its: part, the 
Soviet Union called for “taking into ac- 
count the reality of the country” and 
“mutual concessions for a reasonable 
settlement.” 

While Hanoi too has invited the 
prince to visit Vietnam and has express- 
ed its high regard for him, it maintained 
a low profile during the talks in Paris. 
Sources said that despite Hanoi’s in- 
terest in the prince, it is uncomfortable 
about the close Soviet involvement in 
the diplomacy over Cambodia. Viet- 
nam Foreign Minister Nguyen Co 
Thach changed his. plans to come to 
Paris to attend the French Communist 
Party congress, which coincided with 
the Sihanouk—Hun Sen meeting. 










nounced that he was. 

ready to visit Moscow and Hanoi if 

senior officials from their governments. 
paid him a visit at his hotel here. How- 
ever, a Vietnamese source ruled out 
such a meeting until talks among the 

various. Cambodian parties had made: 
progress. “One should not dance faster 
ee the music,” the Vietnamese source 
said. i 

Sources on both the Sihanouk and 
Hun Sen delegations said the talks could 
last a very long time because there were 
many sticking points. It was unclear 
how, the Khmer Rouge would react to. 
the idea of retiring some of their historic 
chieftains, such as'Pol Pot, leng Sary, 
Nuon Chea and Ta Mok. Even if the | 
Khmer Rouge agreed to take part in a 
coalition government — for the first: 
time Hun Sen has clearly stated that he 
has no problem in accepting Khmer 
Rouge leader Khieu Samphan as acoal- , 
ition partner — they. may not have. 
enough competent personnel to assume 
responsibility. 

One of the most difficult issues to be 
settled before a four-party government 
can be formed and elections held is the 
fate of the four armies in the Cambo- 
dian conflict. “One thing we are totally 
against is the ‘Lebanonisation’ of Cam- . 
bodia,” one of Hun Sen’s key aides said 
in an interview. k 

While both Sihanouk and Hun Sen 
agree that there has to be a unified 
armed force, there is no clear idea how 
to go about it. Along with the question ` 
of a phased Vietnamese troop with- 
drawal and the type of political regime 
to be formed, the question of the army 
would be one of the hard issues to be 
discussed during the January session. 9 





















More than j 
of our sales goes into 


research and development. 


“We believe there is no other way to suc- 
cessfully compete in today’s technology- 
based global marketplace...” 

Henri Martre, CEO Aerospatiale 


When you depend, as we do, on 
export markets for 80% of earnings, 
research and development isn’t just 
something you pay lip service. 
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It’s a matter of survival. 

Given the competition we're up 
against, only one objective counts. 

Achieving and maintaining the 
strongest technological position possible. 

Thats why we invest a greater 
percentage of sales in R&D than any 
other aerospace company in the world. 

27% to be exact. 
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Because we know more, we have more to share. 


Cogema is the only company mastering all the aspects of 
_ the nuclear fuel cycle. To reach that position, Cogema had ~ 
: to overcome many difficulties. and choose between alternate — 
solutions. Industrial deployment of reprocessing, for instance, 
required a large amount of experiments and technological 
developments. All these tests, all these attempts and some 
successes, have built our unique experience. This experience, 
enriched by the CEA’s scientific and technical know-how, 
is continuously improved by our day after day industrial 
activities: construction work as well as exploitation of our 
mines and facilities. Cogema and its partners are ready 
to share their specific experience with you, if you choose- 
to commit yourself to the nuclear industry. From uranium 
exploration and plant operating to the final stages of the 
nuclear fuel cycle, ask Cogema. We've got a lot to tell you. 
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of intelligent technology oS 


As you cruise effortlessly down the road in a Merced - 
Benz, alert, secure, comfortable, in total control of the car, 
some of the world’s most advanced automotive technology 
is at work all around you. 


Hydraulics, pneumatics, spatial kinematics, 
aerodynamics and microcircuitry interact with flawless 
engineering to produce an unforgettable experience: the - 
quiet thrill of handling a powerful, finely-balanced machin 
that is designed to maximise your driving ability. 


This is intelligent technology in action. This is the - . 
Mercedes-Benz experience. : 


Intelligent systems . 
Mercedes-Benz’s intelligent technology has created an 
entirely new concept in driving dynamics. 


Logical, innovative electronics govern the ABS Anti-lock 
Braking System; and operate new traction systems like ASD, 
the automatic locking differential, ASR, acceleration skid 
control and 4 MATIC, electronic/automatic four-wheel drive. 


The new driving dynamics systems all have a simple 
objective: to enhance your driving ability by always doing 
exactly the right thing at the right time. 


Intelligent research : 
Intelligent technology extends even to the ways in which 

Mercedes-Benz develops its innovations. One example S 

among many is the world’s only driving simulator, in which 

any journey, over any surface, in any weather, with any 

driver and any vehicle configuration can be recreated. 


It enables researchers to evaluate new ideas at a very 
early stage, to monitor driver responses and attitudes, and 
to examine every aspect of driving safety. 


This is technology at its most intelligent. 
This is what makes driving a Mercedes-Benz an 
unforgettable experience. 


MERCEDES-BENZ 


The unforgettable experience 








The rewards of investing are many. So are the risks. The true test of a quality 
institution is how well it helps its clients balance the two. At Chase Manhattan, 
we think certain characteristics define that quality. A ae 
HERE YESTERDAY HERE TODAY HERE TOMORROW 


The institution which handles your investments must have a solid foundation, 
both in terms of assets and people. Chase has been in the financial services 
business for almost 200 years. Our commitment to investment management is 
backed by over US$100 billion in assets, and 60 offices throughout the world. 


= BALANCE 
A good investment strategy balances short-term opportunities with high-grade, 
quality investments which can offer long-term appreciation. Both make sense in 
today’s market and offer rewards in tomorrow's. 












































A balanced portfolio is spread among various types of investments across 
several geographic areas. Since economic and market developments will have a 
different effect on individual countries (or markets) and investment types, a well 
diversified portfolio can help insulate you from the ups and downs of a single 

- market. 


: CHOOSE QUALITY | 


Re-examine your investments and the institutions that manage them. If the 
qualities of balance, diversification and financial stability are lacking, contact your 
Chase Private Banker. We have a full range of investment alternatives, including 
-= Individual Portfolio Management, Unit Trusts, Real Estate, Currency Management 
- and Foreign Exchange and Securities Trading, designed to protect and increase 
your asset base. 


Pursue an investment strategy based on quality. It works. 
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‘SOUTH KOREA | 


Coming into the stretch 


The three leading presidential candidates appear equal contenders 


By John McBeth in Seoul 


W ith South Korea's four major 
presidential candidates now con- 
centrating much of their attention on 
the vital Seoul area and the ambiguous 
power of TV, the outcome of the 16 De- 
cember election still hangs in the bal- 
ance as does the prospect of a peaceful 
70-day transitional period before Presi- 
dent Chun Doo Hwan finally steps 
down in February. 

Bolstered by a massive rally in the 
South Korean capital on 5 December, 
opposition Reunification Democratic 
Party (RDP) leader Kim Young Sam is 
still seen by independent analysts to 
have a slight edge over ruling Democra- 
tic Justice Party (DJP) president Roh 
Tae Woo and Peace and Democracy 
Party candidate Kim Dae Jung. But 
if crowd turnout is any measure of 
support, all three candidates appear 
about equal. 

Certainly, in an election where the 
publication of scientific surveys is ban- 
ned under an agreement reached by all 
mjet parties, rallies may serve as a 
reflection of genuine enthusiasm and 


momentum — and the organisational 


capabilities of campaign machines — 
but they fall frustratingly short of being 
an accurate guide to how the race is ac- 
tually shaping up. 

Diplomats give the winning candi- 
date a maximum 45% of the vote, but 
only if Kim Young Sam or ition 
rival Kim Dae Jung start to weaken. For 
Roh, a narrow margin of victory would 
bring with it the threat of a new wave of 
student-led unrest. 

Senior DJP strategists say unrest will 
follow whether Roh wins by 2-3% or by 
10-20%. But they also claim a Kim 
Young Sam triumph could lead to dis- 
turbances by dissident elements calling 
for Chun’s immediate resignation and 
possibly seeking to take advantage of 
the resulting power vacuum. 

Events following the election will 
likely depend to a large degree on the 
same middle-class people who joined 
students in anti-government street dem- 
onstrations in June and whether this 
segment of the population considers the 
election to have been fair. 

— disagree on how the middle 
class will react to the ruling DJP’s cam- 
paign tactics or to the conduct of the 
election itself. Some take the view that 
any ballot rigging on election day would 
much more likely provoke an outcry 
than irregularities committed during the 
campaign or the controversy that con- 
tinues to swirl around the country’s 
860,000 registered absentee voters, 
whose votes some say could be manipu- 


lated in the ruling party’s favour. 
Other commentators take issue with 
this position. While both sides have en- 
gaged in black propaganda and other 
skullduggery, they argue, the DJP 
stands the greatest chance of coming 
under fire for its campaign conduct be- 
cause of the huge amount of money it 
has available, some fairly obvious 
media manipulation and its alleged use 
of the state machinery to twist arms and 
influence people — themes which have 
become of opposition strategy. 
Kim Dae Jung has taken criticism 
one step further by stating bluntly that 
Roh can not win unless 
he cheats. “The most im- 
rtant issue today is 
ow to ensure a fair elec- 
tion,” Kim said in a 1 De- 
cember address, during 
which he called for a 
meeting with Chun to 
discuss alleged ir- 
regularities. “It is much 
more important than 
presenting a unified op- 
position candidate.” 
However, a a 
opposition may well de- 
flect some of the fallout 
from a Roh victory. 
Even DJP sources 
acknowledge it would be 
an uphill struggle if one 
of the Kims dropped out 
— leaving the field spon 
for the other — but ey 
appear confident it will 
not happen. “I’m sure 
they will claim the elec- 
tion is fraudulent if Roh 
wins, but the people 
won't accept it because 
the reason i pee defeat will be the 
tion’s failure to put up a sin 
candidate,” Minister of State kor Pola 
cal Affairs Lee Jong Ryool said. 
“They'll have only themselves to blame.” 
Dependent on reciprocity, Kim Dae 
Jung says he is still prepared to ste 
aside if it appears Roh might win, and if 
he (Kim) proves to have less support 
than the RDP leader. Kim Young Sam, 
however, is uninterested, not only be- 
cause of the broad groundswell of sup- 
port he seems to be attracting, but be- 
cause he enjoys the backing of the 
largest number of opposition legis- 
lators, all of whom expect to run in na- 
tional assembly elections due to be held 
early next year. 
e decision by the only women can- 
didate, Hong Suk Ja, to quit the race 
and throw her lot in with Kim Young 


Sam has drawn strong criticism from the | 
DJP. But though there has been talk of | 
fourth-placed contender Kim Jong Pil 
possibly doing the same, diplomats feel | 
any further consolidation will be left to | 
the final week of campaigning when — 
candidates are able to assess the impact | 
of their TV addresses — a medium | 
which is new to South Korean po sae 
Leaving aside the threat of student — 
demonstrations, Lee says a Roh victory | 
would make for a smooth transition, — 
with the president-elect possibly form- 
ing a shadow cabinet to deal with the | 
government during the interim period. — 
Analysts agree that an opposition win — 
would make trouble on the streets much | 
less likely, but the minister claims it | 
could create uncertainty and confusion 
all the same, particularly if there is com- 
petition for cabinet portfolios. Ja 
One of Roh’s closest advisers agrees, 
though it is clearly in the interest of the 


about the vacuum that - 
would be created. The 
government will be — 
weakened and lose au- |- 
se Kim won't be | 
resident so he will not | 

p able . order the | 
police or military. Whois | 
going to keep order? The © 

moderates can’t.” 3 


dition is such that law 
and order is main- | 
tained,” he continued. | 
“To. a large extent, I 
don’t think they will step 
in i" the opposition 
wins]. The military now 
realises itcan’timposeits |- 
rule any more. If it steps — 
in on a whim, why go 
through with the elec- 
ion? The military has to 
have a cause supported by the people.” 
Generally, diplomats feel it improb- 
able that the army will stage an “inci- 
dent” if ita rs one of the opposition | 
candidates is going to win. A US official | 
said Washington has “introduced a poli- _ 
tical vocabulary into [South] Korean | 
politics that would make it difficult for | 
us to swallow another 1980” — when the © 
US claims a lack of leverage left them — 
with little choice but to support the 
Chun regime. 
Inan army where ideology, academy 
class, field of expertise and ambition all 
combine to smudge over factional lines, 
many officers will probably vote for 
Roh simply because he is the only re- 
tired military man in the field and will 
therefore keep open lines of communi- | 
cation between military and govern- 
ment authority. "E } 













































| By John McBeth in Seoul 

W ith the finger of suspicion pointing 
at North Korea, the apparent 
| sabotage of a Korean Air jetliner over 
Burmese territory has cast a shadow 
| over the 16 December presidential elec- 
- tion race in the South and left officials 
‘here pondering a range of options that. 
¿could all have far-reaching conse- 

| quences for the 1988 Seoul Olympics... 
` . The Boeing 707, carrying {15 people 
from Iraq to Seoul, lost radio contact, 
| and disappeared as.it approached the 
< Thai-Burmese: border on -course for 
Bangkok on 29 November. Ten. days 
ter the crash, searchers on both sides 
of the jungle-frontier had not found the 
wreckage of the downed jet, and offi- 
cials..were saying it had- probably 
plunged into the Andaman Sea; ™ 
Analysts believe the incident may 
have been timed for the middle of the 
presidential campaign to create confu- 
sion and misleading signals. Although 
e has been speculation that a win for 





jetis likely to be of little help to Roh. 
If Roh'losés, a proven case against 
Pyongyang would make it sxueniey 
fficult. for an incoming opposition ad- 
ministration to: demonstrate ‘flexibility 
towards the North on anything — let 
alone the Olympics or other. issues 
which North Korea claims it wants. to 
talk about with a freely elected civilian 
leadership. = on A 
Airline officials claimed- from the 
outset the four-engined aircraft had 
been sabotaged, pointing out that only a 










All eyes on Pyongyang 


orth Korea appears linked to disappearance of Korean Air jet- 


. biting on a vial of cyanide concealed ina 
| cigarette while being questioned by au- | 
thorities in Bahrain. 





diplomats could not get 


sudden explosion would have prevented 
the pilot setting off a distress signal. 
Those suspicions deepened when an un- 
identified Asian man carrying a forged 


i Cheju in 1949 after taking part in pro- 
Japanese passport committed suicide by 


communist riots... z 
Japanese police drew a link between 
‘Miyamoto::and. Shinichi’ Hachiya,, a — 
Tokyo citizen whose name appeared. in 
the male suspect’s passport. Hachiya, 
who has been interviewed by police, 
said Miyamoto borrowed his seal and 
personal records in late 1983 — about 18 
months. before: the. Korean was impli- 
cated in a plot to: supply forged 
passports to a Tokyo-based North Ko- ' 
rean espionage ‘ring, Miyamoto was ` 
never caught, and South Korean offi- | 
cials say they now believe he is in. North 
Korea. x BOR aa E E 
Although South: Korean Presi- 
dent-Chun Doo Hwan accused Pyong- ` 
yang of having a hand in. the | 
bombing, the reaction 
here -was -generally 
guarded. The South Ko- 


The elderly suspect and-a female 
companion, who tried unsuccessfully to 
poison herself, had. flown to Bahrain 
after leaving the Korean Air jet in 
Dubai. A search of their luggage later 
revealed a pair of specially designed 
panties containing interior pockets 
and a packet of Seven Star brand 
cigarettes, a Japanese brand that 
has. been. out of- production since 
1983. Both are understood to have 
departed Tokyo on 19 November 
on a circuitous route that took them 
through Vienna and Belgrade before 
boarding: the jetliner in f 





















Baghdad. 
Until some physical 


evidence of -the sus- rean: Olympic Commit- -| 
ed bombing is disco- tee (KOC) initially said if 

vered, the 27-year-old it was proven North 

woman remained the key Korea, was: involved, it 


would be impossible to 

y+ continue. talks between 

the. two: Koreas: on’ the .. 

sharing of the Olympics. | 

But the KOC quickly, 
wnt re- 


to the mystery. And she 
was not talking. South 
Korean and Japanese 


‘her to respond to ques- 
tions in either language. 








“We believe she is delib- a arp 
-erately keeping silent,” ‘fim. phone call from the 
Assistant Foreign Minis-. | (gs ae 6 South: Korean Foreign 


ter Park Soo Gil told the 
REVIEW before: he left 
for Bahrain: “We have | 
no alternative but to con- |“! 


“Ministry. : 
= © Pyongyang has still to 


x Š respond to a final Inter- 
A national Olympic Com- 























The Red 


“By Nigel Holloway in Tokyo 
Les inthe évening of 21 November, 


cting suspiciously: at Tokyo’s- Narita 
irport.. The man’s identity was not im- 
mediately ascertained, but his. finger- 
prints were later found to match those in 
police files of Osamu Maruoka, de- 
scribed by police as “quite a senior fi- 
“gure” in the Japanese Red Army ter- 


rorist group who had been on Japan’s | 


vanted list for 15 years. 
> Maruoka “is: suspected: of “having 

rt in, or planned, some of the 
st notorious exploit: 


my returns 


Arrest fuels fears of increased terrorist activity 


| Red Army, “including the May 1972 
police arrested a man-who had been ` 










the Japanese ` 


aimed-at the US and its friends in Asia 
and elsewhere. One note condemned 
the holding of next year’s Olympics in 
Seoul and said the event would be over- 
shadowed by the democratic struggle of 
the Korean people. The note also. at- 
tacked US bases in Japan: Beggs a 
Maruoka was also holding an Osaka- 
Seoul ticket. for a flight due to depart 
on.7 December, and Japanese press re- 
ports suggest he may have been plan- 
ning to disrupt this month’s presidential 
election in South Korea. > 
Some analysts: ‘believe’ :.Maruoka 
could have visited North Korea during a 
12-day trip to China in August or met 
| people from: North Korea in. Peking. 
| These could: have. been either” Red 
ibe jacked a.domes- 
Pyongyang in 
dthere since, or North 













massacre.at Israel’s Lod Airport, which : 
left 24 people dead, and the hijackings 
of. two airliners, one in-1973°and the 
other in 1977. There are 16 other Red 
Army members wanted by Japanese au- 
thorities and about 40 others are be- 
lieved to be involved in the organisa- 
tion. "ee 

Tokyo police are still trying to: work 
out exactly what Maruoka. was up to. 
but notes found on hint at the time 




























as —— 

mittee ee the archery, 
table tennis and volleyball competitions, 
the 100-km eet aime, Sea and a quar- 
ter of the football preliminaries. This is 
despite growing indications that Pyon 
yang can expect little support from its 
communist allies if it rejects the IOC 
formula and tries to lead a boycott. 

Park refused to comment on what he 
called a “hypothetical situation.” He 
said the South Koreans still supported 
IOC president Juan Antonio Sama- 
ranch’s games-sharing plan, which 
would also require North Korea to issue 
visas for up to 25,000 athletes, sports 
officials and media resentatives. 
“Whatever agreement will have to be 
made has to be done under his au- 
spices,” said Park. “As of this moment, 
we maintain the same position.”  - 

However, another ministerial-level 
official acknowledged that Seoul may 
be faced witha difficult choice. “If there 
is clear evidence, we might take retaliat- 
ory action, but [doing] that could affect 
the Olympics,” he said in an interview. 
“We will have to increase our caution, 
seek the cooperation of Japan and the 
US, and double security checks on our 
planes.” 

Authorities in Tokyo are not seri- 
ously persuaded by arguments 
in some quarters that the 
apparent bombing might have 
been the work of the Japanese 
Red Army. “The pattern of 
their [the two suspects’) 
behaviour is different from 
that of Japanese radicals,” 
a Japanese police official 
was quoted as saying. “They 
are likely to be North Korean 
agents.” That is certainly the 
thinking in Seoul, no matter 
how much restraint is being 
exercised. x 

Suicide is known to be a 
hallmark of North Korean 
operatives, highlighted by the 
case of an armed infiltrator 
into the South in the 1970s who 


Korean agents. This has given rise to the 

still fanciful theory that the Red Army 

may have been involved with the disap- 
arance over Burma of a Korean Air 
oeing 707 on 29 November. 


Ir only apparent links with the 

Korean Air incident are Fo ang’s 
and the Red Army's shared dislike of 
the 1988 Seoul Olympics, Maruoka's 
visit to China and a trip he made 10 days 
later to Belgrade in Yugoslavia. Two 
suspects in the Korean Air case, who 
took poison in Bahrain on 1 December 
after local authorities questioned the 
authenticity of their Japanese pass- 
ports, had stayed in Belgrade for a few 
days just before travel ing on the ill- 
fated Korean Air jet and disembarking 
without all of their luggage at an inter- 
mediate stop. 


tried to chew off his own tongue. Fol- 
lowing a 1983 bombing incident in Ran- 
goon, where visiting South Korean 
cabinet ministers and others were killed 
by North Korean agents, one of the 
three agents killed himself with a gre- 
nade and another blew off his arm and 
was partly blinded in a desperate effort to 
escape capture. He was later executed. 


So has formally requested the 
extradition of the woman suspect 
under the terms of the 1973 Montreal 
Convention for the Suppression of Un- 
lawful Acts Against Civil Aviation. The 
convention allows jurisdiction in this 
case to fall to either Bahrain, South 
Korea or Japan, once the initial phase of 
the investigation is completed. 

It is understood from government 
sources here that South Korea would 
not have objected if Tokyo had sought 
jurisdiction, and there are indications 
that it will now seek to draw Japanese 
authorities even closer into the investi- 

ation to overcome credibility prob- 
ems. E 

Most observers agree that because of 
its strictly neutral credentials, Burma’s 
Fem gene report on the 1983 
bombing was accepted as delivered in 


Tokyo police investigations of 
Maruoka’s activities, aided by the hand- 
written coded notes found on him, indi- 
cate he has been involved in the estab- 
lishment of a network of guerillas and 
supporters of the Red Army in East 
Asia. If true, this marks an important 
shift in the group’s activities and could, 
some mer ba believe, indicate the Red 
Army might be planning a comeback on 
the world terrorist stage. 

Born of the leftist student movement 
of the late 1960s, the Red Army split 


‘into two factions around 1971. One 


group pursued its struggle within Japan, 
calling itself the United Red Army, 
while the other moved to the more con- 
genial environment of the Middle East. 

The domestic group has been inac- 
tive since the August 1975 release of a 
member from prison in Japan in ex- 
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international forums and, as a result, | 


became the subject of much embarrass- 
ment for both China and the Soviet 


Union — two of the North’s closest al- _ 


lies. As Park said: “In view of the Ran- 
goon incident, it is a bitter irony that 
858 had to explode somewhere in- 
their territorial air space.” 
Burma, which severed relations with 


North Korea in the wake of the 1983 in- | 


cident, ordered two battalions of troo 
and more than 200 ships to search for 
the wreckage. — 

If North Korea is responsible — and — 
the evidence is still circumstantial — 
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Seoul officials say it might be part of a | 
strategy to show that South Korea can- | 


not tee the safety of 


country itself is in a state of turmoil. 


le | 
travelling to the Olympics and that | the” h 


That would make the 17 January dead- | 


line, by which North Korea must accept 


the IOC’s formula, almost meaningless | 
and leave South Korea and its US allies _ 
confronting the very real possibility that | 


more trouble may be on the way. 


Chun has sent a letter to US Presi- | 
dent Reagan asking him to seek Mos- 


cow’s cooperation for the success of the 
hare fe during his summit talks with 
viet 


leader Mikhail Gorbachov. | 


x : Chun said he hoped Gor- | 
‘| bachov would play a role in 


persuading North Korea not to 
carry out provocative actions 
designed to disrupt the Olym- 
pics. 

Suspicion over North 
Korea’s intentions began to 


surface in September when it- | 


took the unusual step of send- 


ing a list of 44,000 


leged US | 


and South Korean truce viola- | 


tions to the UN General As- 


sembly. Allied military officers | 


claimed the move was aimed at 
creating the impression of 
heightened tensions along the 
North-South demilitarised zone 
(DMZ) and discouraging par- 
ticipation in the Olympics. g 


change for hostages taken when the US | 


Embass 
cupied 
mandos. 
The history of the Middle East win 
is different.. Under the leadership o 
Fusako Shigenobu, the group trained in 


in Kuala Lumpur was oc- 
Japanese Red Army com- | 


Lebanon with the help of the Popular | 
Front for the Liberation of Palestine | — 


(PFLP). Yoshiaki Sasaki, as 
that region at Takushoku 


cialist on 


niversity, | _ 


said the Red Army became a tool of this | 


Arab group between 1972 and 1977. 
After the Lod Airport massacre, 
there were a series of hijackings and 


bombings aimed at obtaining the release |- 
ofimprisoned Red Army members, extort- | _ 
ing money and gaining publicity. Much, | 
though not all, of the gars activities 


centred on the Middle East and Europe. 


In addition to the US Embassy raid, 










the world. 


the French mission in The Hague was 
occupied in 1974. A few months earlier, 
the Red Army worked with Arab gueril- 
las; an oil refinery in Singapore was 
bombed and the Japanese Embassy in 
Kuwait was occupied to secure the re- 
lease of those involved in the Singapore 
bombing. 

For more than eight years after the 
hijack of a Japan Air Lines jet over 
India in September 1977, the Red Army 
appeared to go into a decline that mir- 
rored the PFLP’s waning fortunes. But 
in June 1986, mortar shells were fired 
at the US and Japanese embassies in 
Jakarta. Fingerprints near the scene 
were found to belong to a member of 
the Red Army. 

A year later, the US and British em- 
bassies in Rome were attacked with 
bombs and home-made rockets. Both in- 
cidents coincided with the summit meet- 
ings of the seven big industrialised coun- 
tries, and police say the same person, 
Tsutomu Shirosaki, was involved. 
































































At say that the Red Army may 
plan to step up its activities, this 
time much closer to Japan and without 
the close involvement of the PFLP. 
Maruoka apparently has refused to ans- 
wer questions, but information gleaned 
from a false passport found on him 
suggests that he had been travelling 
since the beginning of August — first 
through Asia, then in Europe and back 
to Asia. His passport stamps indicate 
that he left Japan more than four 
months ago, when he picked up the 

ssport, returned briefly a few days 
ater and came back again on the day he 
was arrested. 

Maruoka visited Hongkong four 
times between 3 August and 21 
November, spending a total of eight 
days there, as well as a few hours in 
Singapore and Malaysia. But the visits 
that have received the closest attention 
were the trip to China and three visits to 
the Philippines for a total of 18 days. 

Manila seems to have become a base 
for the Japanese Red Army. One of the 
group’s members, Hiroshi Sensui, was 
living there for a number of years before 
Sisappesnoa soon after Maruoka’s ar- 
rest. Police say Sensui arranged for his 
colleague to get hold of a false passport 
issued in Okinawa — a service probably 
provided several times to Red Army 
terrorists from their Manila base. 

The Red Army is known to have had 
links with the communist New People’s 
Army in the Philippines. 

e evidence uncovered on 
Maruoka’s activities and future plans 
suggests that the Japanese Red Army 
would have required some coordination 
with other ultra-leftist groups. Accord- 
ing to a Japanese reporter who inter- 
viewed Shigenobu in Lebanon in March 
1986, about 20 guerilla organisations, 
including hers, met in Libya earlier in 
the year to plan terrorist attacks arte’ 
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Promise of polls 


Ershad dissolves parliament paving way for elections 


on 6 December a decision of the opposition A League to 
resign from the 3 could have resulted in a constitutional crisis. 
ber ry a ar ioen ae RE 
s latest response political 
two enago Trinar Aora a *s Sheikh 
Hasina Wajed and the other by Bangladesh Nationalist Party (BNP) chief 
opariak wR that the president resign and hand over power 
a caretaker 


ernment. 
While the BNP did not contest the general election in May 1986, the 
Awami League did and Hasina was the leader of the in the dissol- 


ved . The tion since 10 November created the 
one ge a kg ks ei a 


The dissolution of parliament came nine e 
Peppa pane cee ny S ng O ed 


Ershad, won 217 seats, 
dependent MPs who 


The orthodox menting Jamaat-e- 
Islami, whose 10 supported the | 7 


cates] 


t,took | 





section of the par ag cana t : ps 
a fain wami League seems to have improved the 


because were “old-fashioned ” Hossain, who con- 
eoa ember “oo aapt sna ashy eunin; 
a remarkably active during the recen , which 
helped him reassert his in the 
eanwhile, Ershad ey e aee op pre and re- 
place it with a new one which he might call his caretaker cabinet. It is still too 
early to speculate on how the alliances would react to this 
development. An informed source told the REVIEW that the two interned op- 
position leaders, Hasina and Khaleda, are likely to be freed soon and allowed 
to review the overall situation. 
D Prime Ahmed has asserted that new elections 
must within 90 from the date of the s dissolution. 
However, before a firm date is announced, the government might re- 
e the Election , which will have the final say on the con- 
duct of the polls. 
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| FOREIGN RELATIONS — 
Rest easy Asia-Pacific 


President Reagan reaffirms commitment to region’s security 


n the eve of the Washington summit 
meeting between US President 
Ronald Reagan and the Soviet Union 


| leader Mikhail Gorbachov, at which a 


treaty on intermediate-range nuclear 
forces (INF) was signed, five lead- 
ing Asian publications including the 
REVIEW submitted written questions to 
Reagan on strategic issues affecting the 
region: the implication of changing US- 
Soviet relations for Asia-Pacific, the 
concept of a nuclear-free Pacific, US 
bases in the he «fale and trade and 
protectionism. Below are excerpts of 
- Reagan's answers. 


You have said that the INF agreement 
and the progress made towards a 
‘strategic arms-reduction treaty would 
not have been possible without the 
Strategic Defence Initiative (SDD. 
Would it have been possible without the 
change in the Soviet leadership? What 
are the chances of an agree- 
ment on strategic nuclear 
forces to reduce them by 
50% by early next year? 

The INF Treaty — the 
first agreement in history 
actually to reduce, not 

pory limit, offensive 

nuclear weapons — is a 
direct result of US and 
allied unity and steadfast- 
ness in the face of unilateral 
Soviet SS20 deployments. It 
is inconceivable that the 
Soviets would have consi- 
dered eliminating their 
-§S20s had the US not fol- 
lowed through with its de- 
velopments of cruise and Pershing II 
missiles in Europe. 

In addition, it is probably no coinci- 
dence that Soviet willingness to re-enter 
the Geneva nuclear arms negotiations 
occurred subsequent to my declaration 
of our intent to pursue SDI. 

I cannot speculate on whether the 
change in Soviet leadership has affected 
the course of our negotiations. 

We have made considerable pro- 

` gress towards agreement on our propo- 
sal to reduce US and Soviet strategic nu- 
clear arsenals by 50%. We believe such 
an agreement can be concluded next 
year. 


What kind of steps would you take to 
counterbalance Soviet initiatives in the 
Pacific region? Do you think there is 
scope to renegotiate mutual reductions 
of armed forces in East Asia with the 
Soviet Union, as proposed in Europe? 
Following a period of neglect under 
general secretary [Leonid] Brezhnev . . . 
_ the Soviets apparently have decided 


again to pay attention to [the Pacific re- 
gion], in which the [US] has been ac- 
tively engaged for more than 100 


ears. 
Z Unlike the [US], however, the 
Soviets need to create reasons to be- 
come involved. In the absence of solid 
relationships in most of the region, it is 
a understandable that the Soviets 

ave to fall back on high-sounding 
rhetoric and vague generalities; but that 
kind of thing does not meet the concrete 
and pressing needs of the region. 

e [US] and most Asian nations are 
firmly in agreement about what needs to 
be done: getting Soviet troops out of Af- 
ghanistan, stopping Soviet support for 
the Vietnamese occupation of Cam- 
bodia, stopping the Soviet build-up of 
military facilities at Cam Ranh Bay, en- 
couraging North Korea to talk sensibly 
to the South Koreans to reduce tensions 
on the peninsula, resolving the North- 


ern Territories dispute with Japan, and 
reducing the military threat to China. 

The Soviets already know that the 
can do a great deal for peace and stabil- 
ity in Asia by resolving these important, 
tangible problems. 


Why did you not sign the protocols to 
the South Pacific Nuclear Free Zone 
(SPNEFZ) treaty? Will you reconsider 
your decision, as the House of Rep- 
resentatives requested last month? 

A world free of nuclear weapons 
would be a much less frightened world, 
and I think that nothing is more impor- 
tant than working to make that goal a 
reality. But nuclear-free zone treaties 
are at their best when ‘héy provide a 
bulwark against nuclear proliferation. 

Where that is not the case, however, 
and I think that the South Pacific is not 
such a case, we have to be a little careful 
about encouraging growth of the notion 
that writing a treaty that would wall off 
a portion of the world from nuclear 
weapons somehow makes a contribu- 


tion to world peace. It might do exactly 


the opposite. 

[As for the House’s resolution], if it 
becomes a “sense of the Congress” re- 
solution, of course we will give it careful 
consideration when it arrives here. 
However, it should be apparent that our 
reconsideration of the SPNFZ issue is 
unlikely [in the immediate future]. 


The Congress says it will cut off aid if 
there is a coup in Manila. Would you ac- 
cept that such a cut-off include compen- 
sation for the bases in the Philippines? 

We fully support President Corazon 
Aquino . .. We are unalterably opposed 
to any attempts to destabilise her gov- 
ernment. As a matter of law, the fs] 
must cut off foreign assistance to any 
country whose duly elected leader is 
overthrown by a military coup. I see no 
need to speculate on what would hap- 
pen if there is a coup. 


At the forthcoming review of the Mili- 
tary Bases Agreement with the Philip- 
, Manila is certain to ask for a 
much larger com tion than cur- 
rently allowed. Given the shrinking 
foreign-aid budget, how would you 
accommodate such a re- 

quest? 

[The review] will offer us 
the chance to go over se- 
curity as well as economic 
aspects of the agreement. 
Both sides are well aware of 
the severe pressures on the 
US foreign assistance 
budget. Nevertheless I am 
confident that we can work 
out arrangements which will 
be in our two countries’ 
mutual interests. 

and 


Some in Co 
for the 


elsewhere are 

(US) to scale down its 
armed forces stre in Japan and 
South Korea, as ion for their re- 
fusal to open their markets more to ex- 
ports from the US and elsewhere. Do 
you believe this would be an appro- 
priate response? 

Successive administrations have 
maintained our military presence in 
Japan and [South] Korea because our 
mutual security interests are served by 
keeping a credible deterrent against ag- 
gression in Northeast Asia. It is impor- 
tant to keep security interests in mind, 
and separate from trade concerns. 

Thus, it would not be in our national 
interest to reduce our military strength 
in Japan or South Korea for any such 
reason, including as retaliation for dif- 
ficulties in opening markets in those 
countries. We will, of course, continue 
to seek further opening of markets in 
Japan and South Korea. After all, open 
markets are also in our mutual interest 
— they are necessary to preserve the 
world’s free-trade system — and are a 
pillar of our strength. oO 
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The lion is the symbol both of Zurich and Bank Leu 


We already feel among friends! 


We respect the traditions of 
others. And we work hard to en- 
sure that they appreciate ours. 
The lion of Bank Leu watches 
over private banking’s most last- 
ing values: strength, endurance 
and creativity. It watches vigi- 
lantly. In Hong Kong, Singapore, 
Malaysia, Indonesia, Taiwan, 
Korea, Thailand and the Philip- 
pines, As it has ever since 1755 in 


Switzerland. Thé Bank Leu lion 
brings a renowned Swiss tradi- 
tion to 1705 Two Exchange 
Square in Hong Kong: the very 
personal care and development 
of private assets through the 
professional commitment of ex- 


perienced portfolio managers 
and investment advisors. To find 
out how you can get the best 
from this commitment, please 
contact our Senior Represent- 
ative for the Far East, Hans 
H. Spörri. 
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By Michael Malik 
| Se new light has been shed on the 
P : Singapore Government's detention 
_ of 22 





ople in May and June this year 
for alleged involvement in a Marxist 
conspiracy, by Roman Catholic priest 
_ Fr Edgar D’Souza’s account of the con- 
| frontation between Archbishop Gre- 
gory Yong and Prime Minister Lee 
Kuan Yew. 
| D'Souza issued a statement from 
Melbourne, Australia, in answer to alle- 
| gations made against him in the Singa- 
| pore parliament on 30 November by 
| Home Affairs Minister S. Jayakumar, 
| who accused him of involving himself in 
| a campaign to discredit the Singapore 
| Government. In order to allow people 
| to judge the priest’s worth as a “witness 
| and protaganist,” Jayakumar said it was 
necessary to expose his “illicit” relation- 
ship with a woman. 
Although such matters ordinarily 
| would be of no concern of the govern- 
| ment, Jayakumar said, when D'Souza 
| instigated foreigners to interfere in 
pepe’ internal affairs, his standing 
and credibility became “a matter of im- 
| portance.” 
| In his statement issued in reply, 
| D'Souza said that he did not go to Aus- 
tralia or New Zealand to stir up agita- 
| tion against Singapore. He had been 
| contacted by individuals and i 
= mainly with church and human-rights 
_ interests, seeking information and clari- 
| fication of the situation in Singapore. 
_ They were puzzled, D’Souza said, that 
-arrests and detention without trial could 
| take place in a democratic country. 
On his personal life, he said it was a 
hee? matter which only concerned 
imself and his religious superior. 
_ There was a conflict, he said, between 
| his love for the Catholic priesthood and 
_ his love for a person, He was in the pro- 
cess of coming to a decision on how to 
_ resolve it. But D'Souza revealed that he 






































| after receiving information that he and 
| three other priests, despite having 
agreed to resign their official positions 
| and stop their social work, were in 
| danger of arrest. 

*Souza said this followed a stormy 
meeting on 2 June — after the detention 
of a first batch of 16 people, mostly as- 
sociated with church organisations — 
between Lee and Yong and a party of 10 
church officials from which D'Souza 

| and eight others who knew or worked 
| with some of those detained, had been 
specifically excluded by the govern- 
| ment. D'Souza said that an account of 
| this meeting was given to all available 
Singapore priests by Yong the next day. 
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had left Singapore hurriedly on 3 June | — 
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New light on detentions 


_ Catholic priest answers Jayakumar’s allegations 


Before the meeting with Lee, Yong 
was read a signed statement by Vincent 
Cheng, accused as the organiser of the 
alleged Marxist conspiracy, which Yong 
said confirmed government allegations 
and implicated four priests, including 
D'Souza, in a plot to use the church to 
further Marxist interests. When Yong 
said he had not been warned of such 
“subversive activities,” Lee produced 
transcripts of three meetings between 
the archbishop and officials of the 
Ministry of Home Affairs between De- 
cember 1985 and July 1986 at which con- 
cern had been expressed over the 
church’s Justice and Peace Commission 





and the Catholic News publication, in 
both of which D’Souza was involved. 
Yong expressed surprise at the trans- 
cripts since there had been no secretary 
or tape-recorder visible at the meetings. 


W hile Yong was saying that he felt 


the government should prove its 
case against the detainees “in toto,” Lee 
“often looked at his watch and at one 
stage interrupted and asked how much 
longer Yong needed,” D'Souza said. 
Lee was forceful in his assertion that a 
collision between church and state ap- 
peared inevitable and would not be 
good for either. He said that he was 
ready to use the powers of the Internal 
Security Act if deemed necessary, if 
Yong could not put his own house in 
order. 

D'Souza reported: “A member of 
the church delegation said that it was 
hard to believe this was not an attack 
against the church. The real target 
seemed not to be the 16 [detainees] who 
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four priests.” 

According to D’Souza, Yong told 
the church meeting that Lee said that 
Tan Wah Piow, the alleged exiled 
leader of the “conspiracy,” was a sim- 
pleton. He said he did not know if Tan 
was a communist and anyway he was 
outside Singapore’s jurisdiction. The 
other 16, Yong quoted Lee as saying, 
were “stupid novices but could be con- 
trolled from outside.” 

Yong also told the priests that as he 
was leaving the meeting accompanied 
by Lee, he was shown into a room were 
a press conference had been called with- 
out his knowledge. He reported that he 
felt “cornered” and confirmed before 
television cameras that he had had no 
way to disprove the statement signed by 
Cheng. But he also said that he had 
added: “I will take things at their face 
value for now.” This sentence, how- 
ever, was omitted from the statement as 
shown on state-run television and pub- 
lished in The Straits Times news- 


aper. 
At the church meeting the 
next day, Yong then told the 
riests under attack: “The PM 
Lee] will not arrest you because 
you are priests but because of 
your ‘other activities.’ In that 
case there would be nothing we 
can do for you.” According to 
D’Souza, one of the priests 
asked Yong if he did not think 
they were doing church work. 
Yong replied: “It is not what I 
think, but what they [the gov- 

- ernment] think.” 
On 4 June, it was announced 
that the four priests had re- 
signed their positions to help 
avoid a church-state conflict. 
Yong, the next day, suspended 
them from preaching or making 
contact with the church-as- 
sociated social work organisa- 
tion they had been in charge of. By that 
time, believing there was still a 50% 
chance he would be arrested, D’Souza 
had left for Australia to join his 

family. 

In a report to the Vatican on the 
issue, a copy of which was sent to 
D’Souza on his request, Yong revealed 
that a representative of the Internal 
Security Department (ISD) had told 
him that such suspensions were neces- 
sary if “no harm” was to come to the 
priests. In the report, Yong wrote: “We 
were informed that ISD men were at the 
airport when he [D'Souza] left. We do 
not know what would have happened if 
we had not suspended him and three 
other priests.” 

D’Souza told the REVIEW on 7 
December that, while he was techni- 
cally on leave from Singapore until mid- 
December, “in view of what has hap- 
pened,” it would be difficult for him to 
return, though he could not confirm 
that he had resigned. 
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You want to know that the computer system you install today will be 
the computer system you need tomorrow. You need to set 
computerisation goals that match business goals, anticipate future 
needs, and be ready to act once new opportunities arise. There is 
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or System Remarketer. He’s got what it takes to do the job. 
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_ | They know that Dubai's Jebel Ali Free Zone m No personal income taxes. 

| has introduced exciting trade freedoms m No import duties/export taxes. 
and benefits, enabling companies to set up m Unlimited cheap energy. 
trading and industrial bases easier in the teed 
Middle East. They also know that with superb facilities 

; including an extensive infrastructure, state-of- 
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Sanwa’s added reach in Japanese finance 


can do a lot for your business 


A wide client base 


The Sanwa Bank, one 
of Japan’s top financial 
institutions, has always 
stressed the importance 
of providing a wide range 
of services without bias 
to a wide spectrum of 
industries. With a cor- 
porate client base that is 
now among the largest 
and most diversified in 
Japan, Sanwa is uniquely 
positioned to assist over- 
seas companies of all 


industries in mergers and 
acquisitions, joint ven- 
tures, investment consul- 
tation, etc. 


Extensive domestic and 
overseas operations 
With more than 260 
offices, Sanwa’s domestic 
network is one of Japan’s 
most extensive. Sanwa 
specialists across the 
country work in close co- 
operation with the Bank’s 
vast overseas network 


in marketing advisory 
and other services to its 
growing international 
clientele. 


Vast resources 
for more specialized 
services 
Forward-looking bank- 
ing made Sanwa what it 
is today: the world’s 5th 
largest bank*, with total 
assets of over US$200 
billion and an excellent 
credit rating in inter- 


national finance. Backed 
also by subsidiaries 

and affiliates, Sanwa 
bankers are now more 
active than ever in pro- 
viding the specialized 
financial and marketing 
assistance that overseas 
companies require in 
their dealings with Japan. 
Just ask your Sanwa 
banker. And see what 
Sanwa’s added reach in 
Japanese finance can do 
for your business, 


Sanwa bankers are working for you everywhere. 



























































































































































































































































ee ee 





















































| sult 














Insurgents adopt a more aggressive stance which could backfire 


- Betting on violence 










By James Clad in Manila 





Red Party of the Philip- 
pt (CPP) 


wt A 
changes in its leader- 
ship and tactics augur 

man. increasingly vio- 
lent insurgency. The party seeks to rë 
gain momentum lost when former presi- 
dent Ferdinand Marcos was ousted in 
February 1986 by Corazon Aquino and 
believes its more confrontational stance 
may provoke the Armed Forces of the 
Philippines (AFP) into rash re- 
pression. 

Even.the rise of a military re- 

gime would not necessarily be an 
unwelcome result for the mili- 
tant Left, which sees a hardline 
government as more likely even- 
tually to be overthrown by rev- 
olutionary forces than Aquino’s 
“sweet-talking” administration. 
‘But the more aggressive tactics 
May also backfire badly on the 
party, triggering an increasingly 
deadly AFP response and 
alienating the more moderate 
Left. The recent CPP policy de- 
cision to target US military and 
civilian. personnel also poses 
considerable risks. 

The changes to the in- 
surgency, affecting at least 80% 
of the country’s 74 provinces, 
are slow and cumulative and re- 
from a turbulent doc- 
trinal struggle within the party. 
The. CPP’s more than’ 33,000 
members, from the lowest cells 
to its politburo, spent many 
months re-examining both the © 
timetable and tactics of dits strug- 
gle. And these meetings have gener- 
ally accepted that a heavy emphasis on 
armed struggle, as in Mindanao during 
the last decade, can apply equally to 
the rest of the country -= though some 
cadres from wealthier and less fron- 
tier-minded’ islands privately doubt 
this. H 
The party's round of criticism: and 
self-criticism ended in June-July, how- 





ever, when the politburo met again to” 


confirm directions it provisionally had 
accepted in February-March. The fol- 
lowing developments this year sign-post 
the new strategy: 

» As a starting point, the party's well 
disciplined entry into and exit from a: 
two-month ceasefire ending on 7 Feb- 
ruary left its fighting forces intact. 


As the Communist: 


ap- | 
third | 


» A gradual shifting of influence has 
» taken place within the party's politburo 
and executive committee away from 
Luzon cadres and towards the so-called 
“Mindanao faction” favouring aggres- 
` sive tactics. i 

» A decision was taken early this year 
to procure more lethal and ‘versatile 
| Weapons from abroad for the party’s 


(NPA). ; 


year, published in a party document 
only in September, to embrace econo- 





COMMUNIST PARTY OF THE 
PHILIPPINES AND NEW PEOPLE’S ARMY ; 


Municipalities |} 
{small towns) 


influenced 
Provinces T ae 


mic sabotage within the context of step- 
ped-up armed operations. 

> New initiatives were made — first 
| published in July — to establish ‘or 
renew fraternal relations with .com- 
“munist parties in power, especially. the 
+ Communist Party of the Soviet Union 
| (CPSU). 
|» Avrelated attempt was made to inter- 
| nationalise the insurgency by winning 
“belligerency” status from outsiders via 
the proclamation of a “provisional revo- 
lutionary. government.” : 
» Decisions have been made 
strengthen “urban partisan“ 





| to 
| units 
| throughout the country since March. 

» At the same time, there-has been a 
| stepping-up of the NPA’s urban offen- 
| sive, moving slowly from. “revolution- 











armed wing, the New People’s Army- 


» A decision was also made earlier this 
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an “open season” stance towards top- 
line counter-revolutionary enemies 
Also, there were unprecedented dec 
sions to deliberately target US an 
other foreign personnel. 
» Despite disenchantment with pa 
liamentary tactics, there have -bee 
some continuing efforts to allay middle 
class fears and to anticipate the pro 
lems.of a CPP victory. Ea 
» The CPP has moved to intensify trade 
union militancy via sympathetic labou 
organisations. : 
Some 'of these moves may turn out t 
be unrealistic intents. In fact, 
many observers see the. tacti 
changes as a sign more.of de: 
eration than of strength and th 
Aquino government,- which is 
now: apparently consolidating, 
thinks that it, not the Left;ha 
time on its side. Others, how- 
ever, feel that the moves add up. 
to a -powerful checklist to 
counter what the party calls thi 
“rightward drift” of the “US 
Aquino clique.” 
The Left's propaganda say 
Aquino has been getting step 
ped-up military aid and count 
insurgency advice from US ani 
other foreign advisers. It claim: 
Aquino. has “capitulated 
monopoly capitalism,” by ac- 
cepting import-liberalisatio 
policies and repayment in full of 
the US$28.7 billion foreign 
debt. 3 











he CPP harps incessantly ọn 
+ Aquino’s. “reactionary”. na- 
ture, “confirmed” by her gov 


workers’ pay demands, slow progress 
on land reform, a“series of government 
revamps. [installing], diehard. pro-US 
elements in the cabinet,” and by her en- 
couragement of anti-communist “vigi- 
lante”. groups. The clandestine CPP 
bulletin Ang Bayan in its November edi- 
tion forecast “a higher level of US im- 
perialist intervention”. which many 
cadres. feel: would help galvanise a 
slowly strengthening nationalism that 
resents not-only the. US bases specifi- 
cally but US influence generally. 
The party began openly to target the 
Aquino government even before the 60- 
day ceasefire ended in February: “After 
only three: months or so in power, Mrs 
Aquino already showed hesitancy or in- 
capability. to. pursue meaningful re 
ms,” underground CPP official 
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Ocampo told the BBC on 
23 November. 

The CPP’s leadership 
changes are crucial. Al- 
though specific details are 
hazy, the chairmanships of 
the party’s military com- 
mission and the party itself 
changed about mid-year. 
Most non-party sources 
concur that Romulo Kin- 
tanar and Benito Tiam- 
son, both aggressive 
cadres experienced out- 
side Luzon, took those re- 
spective jobs. The CPP it- 
self refuses to speak about 
party positions and about 
who holds them. 

Talk of a full-blown 
CPP “purge” isoverblown. 
Ocampo told the REVIEW 
on | December that “vete- 
ran cadres . . . have remained in place” 
on the central committee. But for all 
that, the party definitely has downgraded 
the importance of parliamentary strug- 
gle, especially after the Left-leaning Par- 
tido ng Bayan’s poor showing in the 11 
May congressional elections (REVIEW, 
21 May). Ocampo, believed to be a cen- 
tral committee member himself, put it 
this way: “There is better [party] unity in 
[armed] opposition to the government.” 

The new CPP tactics add up to big 
changes to the insurgency. Take the 
move to obtain heavier weapons, for 
example. Ang Bayan in October noted 
“the urgent need to secure heavier arms 
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like mortars, anti-tank and anti-aircraft 
weapons.” Western intelligence sources 
believe North Korea has already ob- 
liged with an as-yet undelivered con- 
signment that may include surface-to- 
air missiles and rocket-propelled gren- 
ades. There is much speculation that the 
Soviet Union facilitated the deal. 
Getting the hardware into the coun- 
try is another matter, however; routine 
marine surveillance by aircraft operat- 
ing from US bases makes seaborne de- 
livery risky. Some see in the CPP’s al- 
most mantric support for Filipino Mus- 
lim “liberation” a hope for tactical pos- 
sibilities, not least being delivery of 


The struggle continues 


CCP. leaders went underground in 
February when a ceasefire between 
government forces and the NPA, the 
CPP’s military arm, broke down. On 1 
December, however, Satur Ocampo, 
who speaks for the NDF, an umbrella 
organisation comprising 13 revolution- 
ary groups, replied to a list of written 
questions submitted to him by the 
REVIEW. An edited version of the 
uestions and Ocampo’s replies fol- 
low: 


Did the end of the ceasefire result in a 
decline of middle-class influence on the 
revolutionary movement? Is there a 
back-to-basics tendency in the revolu- 
tionary movement — a return to 
Leninist orthodoxy? 

The decision not to extend the cease- 
fire period cannot strictly be interpreted 
as a reduction in the influence of mid- 
dle-force opinion within the revolution- 
ary movement. . . Adherence to the. .. 
primacy [of] armed struggle combined 
with political struggle was never aban- 
doned, even during the period of 
negotiations . . . as things turned out, 








the NDF’s steadfastness to revolution- 
ary principles paid off. 

Up to this day, middle-force opinion 
outside the revolutionary movement 
continues to press for a halt to the fight- 
ing. But no workable, peaceful settle- 
ment proposal has been put forward. 
Furthermore, Mrs [President Corazon] 
Aquino’s rejection of new peace talks 
with the NDF has become a source of in- 
creasing anguish for this section of the 
middle forces. 


What changes have occurred in the 
composition of the CPP’s central com- 
mittee since February 1986, when 
Aquino came to power following a 
contested poll boycotted by the 
CPP? 

Veteran cadres, with revolutionary 
experience ranging from 15 to 19 years, 
have remained in place . . . additional 
members, including alternates, also 
have all-round revolutionary practice 
spanning more than 12 years. 

Because of the all-round qualifica- 
tions of [central committee] members . . . 
the party has little problem in changing 


NPA-destined weapons 
with Muslim help via the 
so-called “backdoor” in 
Mindanao. 

Another big change is 
economic sabotage. As a 
CPP document put it: 
“Sabotage brings the war 
to the very heart of the 
class enemies. [It] may 
well be a terror action, 
[but] if it terrorises the rul- 
ing classes and drives them 
out of their wits, it is just 
fine.” 

Field action in recent 
months shows the new 
policy to be firmly in 
place. In recent weeks 
NPA guerillas have demo- 
lished highway bridges, 
wrecked radio transmis- 
sion towers, pulled up rail- | 
way lines and severed oil refinery 
pipelines. These actions are considered 
as taking the war to a much higher 
intensity. 


Tne to open up to the outside 
world also radically alters the CPP’s 


stance. Although cadres “continue to 
speak with pride about [sustaining] the 
growth of the revolutionary forces by 
our own efforts,” as one cadre told the 
REVIEW last year, these by-your- 
bootstraps methods have reached the 
limit of their usefulness. 

It is time, the party reasons, to get 
military aid help from outside. The 








or shifting functions and territorial as- 
signments of [committee] members and 
other leading cadres . . . 

Within the NDF, the CPP takes 
a leading role in building the NPA 
— which it directly commands — and 
in advancing the people’s war, in 


broadening the united front and 
advancing the revolutionary mass 
movements . . . The NDF, on the other 
hand, takes the lead in establishing the 
provisional revolutionary government 
from the basic-level structures now 
operating in many parts of the Philip- 
pines. 


What is your reaction to media coverage 
of the the revolutionary movement? 

The enormous pou in printed 
material . . . about the Philippine revo- 
lutionary movement is the result of 
two factors — the heightened interest 
in the Philippines as a flashpoint in 
Asia, especially in view of the revolu- 
tionary movement's continued advance 
after the fall of the Marcos dictatorship 
and the rise to power of a popular fig- 
ure in Mrs Aquino, and the relative 
openness of the revolutionary move- 
ment .. . A lot of ground has been 
covered by these printed materials, both 
favourable and unfavourable to the 
movement. 
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CPSU and the CPP almost certainly 
have had preliminary meetings, sources 
said, with ground rules for these talks 
appearing in a special party bulletin in 
July. There has also been contact with 
the Vietnamese Communist Party. 

“We are now in the process of seek- 
ing and establishing relations with the 
ruling parties in Eastern Europe and 
elsewhere,” the CPP said in a July bul- 
letin. The overtures continue. The first 
item in November's Ang Bayan lauds 70 
years of CPSU rule, a dramatic switch 
from the fulminations against “social 
imperialism” that once dominated its 
pages. 

Meanwhile, the  party-influenced 
National Democratic Front (NDF), a 
grouping of 13 underground organisa- 
tions, hopes to promulgate a “provi- 
sional revolutionary government” 
(PRG) in its strongholds as early as next 
year. Establishing a PRG will 
mark one step towards allowin 
the insurgency to be accorde 
belligerency status by outsid- 
ers. 

The party has also moved to 
treble the size of the Alex 
Boncayao Brigade (ABB), the 
NPA’s urban partisans in 
Manila, which until the mid- 
dle of this year compris- 
ed 60-70 activists, or one 
company. In neighbouring Que- 
zon province the party has 
formed another group of parti- 
sans, the Lorena Barros Bri- 
gade. 





What about reports that the 
CPP is i arms from 
abroad? 

... allegations of the Armed 
Forces of the Philippines and 
Aquino’s national security ad- 
viser [Emmanuel Soriano] that 
arms shipments for the NPA had 
either been landed or attempted 
are shot through with holes, with 
no concrete proof, whatsoever. 
They are all part of media man- 
ipulation to justify increased US 
military aid to the Aquino government. 


If the communists move closer to vic- 
tory, what steps would the movement 
take to offset fears from the middle- 
class? isara as be go d po 
example, was EE p w 
middle class fled, as did capital and 
technology. 

Alert to the possibly huge problems 
of socio-economic transformations that 
would confront us after victory, the 
NDF has been conducting in-depth 
studies of the possible transitional 
stages, their modes, to a national-demo- 
cratic economy wherein the public sec- 
tor leads but an appropriate role is given 
to private enterprise. 

We are reviewing the experiences of 
victorious peoples that had to undergo 
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Meanwhile, a decision to widen the 
reach of the NPA’s so-called “revolu- 
tionary justice” also emerged this year. 
The ABB issued a “strong warning” on 
11 April to vigilante groups and to “all 
civilian officials” helping to set them up. 
The NPA already has carried out the 
first threat: outside Manila it has killed 
scores of people belonging to various 
vigilante groups, which now number 
more than 100. 

The second threat was carried out on 
2 August, when NPA partisans, known 
as “sparrows” in the local press, are al- 
most certainly believed to have killed 
local government secretary Jaime Fer- 
rer, despite an ABB disclaimer. Unsure 
of popular reaction and anxious to keep 























painful transitions . . . We are taking 
steps, even now, to avoid great disrup- 
tions. We don’t foresee the middle class 
fleeing the country after victory . . . 
Even some big capitalists may be given a 
role, provided they forgo any ambition 
to control the lives of the people via 
monopolies or corrupt business prac- 
tices so prevalent today. 


Might cadres in places like Bicol or 
Panay begin to cut their own deals with 


local politicians or eventually become 
not much different from bandit chief- 
tains? 


The instances of regional cadres cut- 
ting their own deals with traditional 
politicians during the last parliamentary 
elections were more the result of a loose 
interpretation of policy than deliberate 


| the “traditional political elite” guessing, 
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the has yet to claim credit for 
the first cabinet-level assassination in | 
Philippine history. Ferrer had encour- | 
aged the formation of vigilante groups. | 


he ABB issued a third but little- | 


noticed threat, also in April. For the — 
first time in the apres history the © 
partisans warned that “all US military — 
and civilian advisers” helping the — 
counter-insurgency would become — 
NPA targets. This threat was also car- — 
ried out, though not by the ABB. On 28 — 


i 
| 
l 
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October, sparrows working in a differ- | 


ent command killed three low-ranking 
US servicemen near Clark Air Field 
(REVIEW, 12 Nov.). Two days later the 
NDF said Americans involved in “the 
total-war concept” would be at risk and, 
on 23 November, Ocampo cirea 
acknowledged communist responsi- | 


ings. 


” 


tack foreign citizens per se, 


grounds for fear by foreigners, | 
even Americans, as long as they — 
are not involved in the interven- — 
tionist policy of the Reagan ad- 
ministration.” | 
Intensified urban struggle in- 
volves more than shooting Ame- — 


diers. Labour militancy is also 
on the rise. The party recently — 
claimed that stoppages in Oc- _ 
tober closed more than 1,000 ; 





violation, At any rate, the 
propriate self-criticisms and — 
rectification. 


ture? 


to the possible danger . . . Asa practical — 
approach to this problem, we are team- 
ing up cadres with 
backgrounds with those of lower educa- _ 


tional attainment but who are rich in | 


practice . . . Assiduous . . . work can 
prevent the a of a new generation 
of countryside-bred cadres losing the 
big picture, as you put it. 

I don't think having fewer recruits — 
from elite universities and more from 
other establishments . . . would tend to — 
downgrade the quality of future revolu- 
tionary cadres. A great number of lead- 
ing cadres, in fact, are college drop-outs 
or came from provincial colleges . . . 
Common revolutionary practice, far 
more than formal education, has shaped — 
these men and women. 
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ricans or “abusive” AFP sol- | 





















cadres concerned have made ap- | 
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bility for the Clark shoot- ' 
“It is not [our] policy to at- | 


Ocampo said. “There are no | 
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The revolutionary leadership is alert | 
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| companies and cost them 2 million 


man-hours. Crispin Beltran, the leader 
of the militant labour organisation 
Kilusang Mayo Uno (KMU) called 
this industrial action “the biggest 


strike in Philippine history.” Labour 


militancy will continue, especially if 
inflation keeps rising or if the fra- 
gile economic recovery (REVIEW, 6 


Aug.) sputters into recession next 


year. ; 
it While attention remains focused on 


aggressive tactics, the NDF also has is- 
sued guidelines on “revolutionary tax- 
ation” and is preparing other policies to 
reassure middle-class Filipinos. It says a 


-“people’s democratic government” will 


“encourage and protect all appropriate 
forms of private property.” 

“Alert to the possibly huge problems 
. . . that would confront us after vic- 
tory,” Ocampo told the REVIEW, “the 
NDF has been [studying] a national 
democratic economy wherein the public 
sector leads, but an appropriate role is 
given to private enterprise.” The com- 


| munists would protect “private owner- 
_ ship of the means of produc- 


tion,” Ocampo said. “We 


= change. 


are taking steps, even now, 
to avoid great disruptions.” 

Thus, as the CPP pre- 
pares for its 20th anniver- 
sary on 26 December next 
year, its new leaders have 
taken a major tactical gam- 
ble, staking much on their 

rty’s gains over the past 

years. Each specific 

change in tactics — wea- 

ns, targeting, urban of- 
ensive, union militancy or 
moves to win international 
recognition — carries large 
risks. 

For starters, targeting 
Americans for the first 
time as a matter of 
licy marks an epochal 
The CPP now 
thinks greater US involve- 
ment could polarise opinion 
towards the revolution; it also believes 
this outweighs the risk of alienatin 
Filipino communities next to the Us 
bases. 


he NPA has killed Americans be- 

fore. Two died near Clark on 4 July 
1969 and another four were shot on 13 
April 1974. But none of these were de- 
liberately targeted as a matter of policy. 

Party sources said they have hard 
evidence that covert US operations 
have been conducted from Clark, using 
US Air Force personnel. In 1986 the 
CPP also claimed that NPA patrols had 
encountered 10 US soldiers in the 
mountains of northern Luzon. The Oc- 
tober Ang Bayan says “all those directly 
and actively involved in the current 
counter-revolutionary war are consi- 
dered targets of NPA military opera- 


tions [including] foreign, especially US 


imperialist troops, agents, institutions 
and other instrumentalities . . . and 
giant multinational enterprises.” 

The party is counting on the fact 
that, even if the US more openly inter- 
venes in response to its challenge, the 
move would merely polarise opinion 
across the nationalist divide. It sees 
gains from this just as official talks are 
under way next year on whether to 
renew or terminate the 1947 military 
bases agreement with the US that 


will end, if Aquino gives notice, in 
1991 


Another big risk is that the party now 
aims to influence national politics more 
directly via the sparrows. Bloodily and 
provocatively, the party aims to pro- 
voke the AFP into incautious repres 
sion. And the party, true to its dialecti- 
cal logic, will not be upset if the end-re- 
sult of intensified urban struggle is a 
larger military profile in the current 
government, or even an outright mili- 
tary eame 

A hardline, anti-communist and 
AFP-dominated government would be 


preferable, some cadres reason, to the 
more reasonable, but just as “reaction- 
ary,” Aquino. But other cadres fear 


that more effective AFP response to the 


NPA would also follow, a consequence 
that would make acting as midwife to a 
military government a terrible error. 

For some cadres the temptation to 
exploit the power vacuum in Manila be- 
came too strong after the 28 August 
AFP mutiny (REVIEW, 10 Sept.). “The 
objective effect of our per tactics in 
the mix of conflicting forces makes it 
more likely that a military government 
will take power,” a senior cadre com- 
mented to the REVIEW. 

Underlying these calculations is a 
sense among cadres that a unique his- 
torical va eae could pass by unless 
they act decisively. A recent edition of 
Ang Bayan described the “Aquino 
clique” as strengthening bit by bit “its 
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hold on power and [leaving] its rivals no 
room to consolidate.” 

To prevent this, the CPP wants to 
exploit differences among the tradi- 
tional political elite, which includes the 
military. Sparrow “justice” is a good 
way to stir the pot. But though the spar- 
row killings are not unpopular in some 
squatter areas, many Filipinos may also 
come to see the NPA as random ter- 
rorists shorn of any “Robin Hood” 
image. 


FP chief of staff Gen. Fidel Ramos 

recently made another point about 
the interplay of military restiveness and 
the insurgency. In an unpublished 14 
September letter to all his unit com- 
manders he said the 28 August mutiny 
had “reduced the ogee of the AFP 
to confront and fight the CPP/NPA.” 
But in reacting to ABB operations since 
then (REVIEW, 26 Nov.), some AFP 
tactics, such as raiding a state university 
and using hooded informers to identify 
sparrows, have caused controversy. 

The much wider definition of target- 

able enemies also marks a 
risky new step for the CPP. 
As well as punishing local 
“bad elements” for specific 
abuses, partisans increas- 
ingly will target top 
policymakers and politi- 
cians. Successive AFP 
mutinies have already given 
the Aquino government 
something of a fortress 
mentality; the sparrows 
boost security mania still 
further. 

Most analysts hostile to 
the CPP describe the chang- 
ed tactics as a victory of 
“hard-liners” over “moder- 
ates.” They draw a sharp 
distinction between middle- 
class cadres, partial to 
pepsin eon tactics, and 

rasher shoot-it-out com- 
rades. 

To be sure, most of the 
new tactics do tilt towards more con- 
frontational comrades, but the NDF's 
taxation and economic policy papers re- 
veal, if anything, a more sophisticated 
concern for middle-class opinion. The 
party itself says the new tactics simply 
consolidate all its methods: rural and 
urban, legal and illegal, national and in- 
ternational. 

However, whether these tactical 
changes will help the CPP regain the fast 
growth it once enjoyed remains in ques- 
tion. Many see the new tactics as a last- 
ditch attempt to regain momentum lost 
to Aquino's “people’s power” revolu- 
tion and believe the government has 
time on its side. 

But to beat back this insurgency the 
government, drawing on Aquino’s still 
powerful popularity, must in future im- 
prove its intelligence in rural areas and 
apply military force there more care- 
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fully and effectively. It must not allow 
its forces to become too thinly stretched 
by the need, for example, to guard eco- 
nomic installations against sabotage. It 
also badly needs to bring some demon- 
strable improvements to the peasantry, 
as it has promised frequently. The need 
for agrarian reform, now bogged down 
in Congress, remains as pressing as ever. 

If Aquino makes progress on these, 
the CPP will face increasing problems. 
There are some favourable signs for the 
government: cadres worry privately 
about various non-governmental aid 
organisations now coming into rural 
areas. In parts of Mindanao, AFP 
intelligence penetration of the CPP re- 
mains formidable. And if their abusive 
instincts can be tamed, vigilantes also 
offer hope to the government. 

These counter-insurgency tactics can 
make inroads because the party's 
strength already lies in the most margin- 
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al areas, peripheral to national poli- 
tics. And the insurgency’s decentralised 
nature — a strength in earlier years — 
can easily turn into a disadvantage if a 
more benign local leadership begins to 
stabilise in rural areas. Local elections, 
scheduled for 18 January to pick provin- 
cial governors and municipal mayors, 
will help this happen. 

Although critics deride this “benign 
face of Philippine feudalism,” well en- 
trenched local powerbrokers are the 
norm in Philippine history, not the ex- 
ception. In the past, local bosses, with 
the clever use of patronage, slowly neu- 
tralised local rebelliousness, as in 
the communist-influenced Hukbalahap 
movement affecting central Luzon in 
the 1950s. As governor of Tarlac pro- 
vince, Aquino’s late husband, Benigno, 
was an exemplar of this approach. 

On the other hand, a failure in econo- 
mic recovery, continuing instability in 


killing of Leandro Alejandro. 


Manila, blundering AFP behaviour and 
inept reaction to the new tactics could spell 
bad news for the government. Even 
during the rosiest moments of the new 
Aquino era the insurgency has still man- 
aged to grow, albeit more slowly. And 
while the CPP’s momentum in some re- 

ions, such as southeastern Mindanao, 

as been reversed, in parts of the Visa- 
yas and Luzon the pace has quickened. 

The party’s new aggressive tactics 
may indeed represent a desperate at- 
tempt to keep up momentum at what- 
ever cost. Most of all the party wants 
never again to repeat its humiliation in 
February 1986, when, from self-im- 
posed election boycott and isolation, it 
watched impotently as a mass uprising 
expelled Marcos. 

The CPP’s new line is a big gamble. 
But the wrong response by the govern- 
ment may lead to a revolutionary 
windfall. oO 





The Left’s international lobby 


By James Clad in Utrecht 

Hjem | A modest office kept 
4 | in this old university 
city by the NDF, an 
umbrella organisation 
representing 13 re- 
volutionary groups, 
., | has sparked recent ex- 
BMS) changes between the 
Netherlands and Philippine govern- 
ments. Former Filipino oman 
Catholic priest Luis Jalandoni, now a 
naturalised Dutch citizen who won 
political asylum here during the 1970s, 
runs the office overlooking the city’s 

famous cathedral bell-tower. 

Jalandoni holds the title of “NDF In- 
ternational Representative.” Also, he 
almost certainly belongs to the central 
committee of the CPP, the NDF’s prin- 





cipal mainstay. He said in an interview 
that the NDF relies on a network of at 
least 25 European “support groups,” 
which send contributions to the NDF. 
Fifteen of these groups, Jalandoni said, 
are in Western Europe. 

In the Netherlands, home to be- 
tween 4-5,000 Filipino emigres, various 
groups maintain ties with Jalandoni. 
The Filipijnen Groep Nederland com- 
prises mainly indigenous Dutch, how- 
ever. Behind it stands the Kilusang 
Samahang Pilipino, a Filipino emigre 
group with branches around Western 
Europe. Another such group friendly to 
the NDF is Damayan. 

Most people working in Jalandoni’s 
office have ties to the NDF that date 
back to the 1970s. Sources described 


these as including Roger Arcilla, a 
former journalist, and his wife, Grace 
Punungbayan, a physician. Byron 
Bocar serves as Jalandoni’s deputy, 
while Consuelo Ledesma, a nun from a 
a ie pees Batangas family, also plays a 
role. 

Other prominent emigres include 
Cesar Taguba, a Protestant pastor and 
ex-detainee, and Sixto Carlos, another 
ex-detainee whose father, who also has 
the same name, once served as AFP 
judge advocate-general. Several for- 
eigners, including a Dutch missionary 
priest and an Irish nun, are also thought 
to be members of the NDF. 

The NDF carefully cultivates its sup- 
port groups. For example, it supplies in- 
formation to an All-Party Group on the 
Philippines, launched in July and com- 
prising British MPs. The Japanese Coal- 
ition for Philippine Concerns is a collec- 
tion of sympathetic groups. Jalandoni 
frequently travels to liberation-group 
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Over 800 exhibitors from more than 
30 countries will be there: to show. you 
all the new products on offer in the 1988 
world music market. 








Discover live the impact technological 
progress has had on sound and special | 
effects. Whether you are interested in | 
the latest developments in the classical 
or electronic fields, Frankfurtis sure to 
give you a host of new impulses. 


‘Frankfurt Music Fair 1988. 
Open from 9th to Tith March forthe 
specialist trade. And on 12th and 13th | 
March for professionals, fans and i 

| friends. i 

| 












































Fair and travel information, admission tickets: Pakistan: Tarig Brothers, Plot No. 29, Sector Nr. 28, Korangi Industrial Area, 


Australia: German-Australian Chamber of Industry & Comimerce Ltd. Karachi 14, Tel.: 31.04 04, Telex: 2781 tariq pk ... ; 
G.F O. Box4247. Sydney, N.S.W. 2001, Tel 03-5158 26; ; Philippines: European Chamber of Commerce of-the Philippines (ECCP), 
Telex: 25.987 GERCOM AA. A -3ra FL, Electra House, 115-117 Esteban Str., Legaspi Village, Makati, 


Hong Kong: World Fair Consultants Ltd. & PAC Travel Co. Tony Fung, 1/F Tinta House, Metro Maiy, Manila, C. P.O. Box 215 Makati, Tel.: 854-747 / 8 66-9 96, 
44, Wellington Street, Central Hongkong, Tel.: 5-226846, Telex: 84878 PTCLHX Telex: 66 045 sccpi pn i 


aa ps ; eae - South Korea: Korean-German Chamber of Commerce and industry, 
India: Messe Frankfurt Representative for India, Vulcan Insurance Bldg:; i ; See ge, aible i 
Veer Nariman Rd., Churchgate ~ Bombay 400020, Tei.: 222002, ` CRO Box 4963, Seoul, Tel: {02}7 761546-9, Telex: dkihk k 22640 


Telex: in 11.4254 igoe Taiwan: German Trade Office Taipei, 15 Fi: Empire Building No. 87, = 


; ate spe edges EN ac i 2. Sung Chiang Road, Taipei. Tel: 571-90 28,Aelex: (00 785) 26 228 gertrade . 
joie pe f as er OD. Pryor Berra No 14, Jakarta Selatan.. Thailand: German-Thai Chamber of Commarce, 699, Silom Read,” 


; P O. Box 1728, Bangkok, Tel.: 2 36-4711, Telex: 82 836 GTCC TH 
Malaysia: German industry & Trade Delegate Office, 10, Jal. P. Ramlee, pa cae S 


27 F UBN Tower ~ P.O: Box 154, 50250 Kuala Lumpur, fel.: 2 38 35 61/62, a Wore GmbH FOD 37 01 26, 
Telex: ma:20198 dihtki Sei ~ Telex: 411558 messed, Teletex: 69 97 95 10 Messe Ff, 
Japan: Zainichi Doitsu Shoko Kaigisho, Central P.O. Box $88, Tokyo — 100-91, Telefax: (0 69) 75 75-64 33, Bix.” 71979% 


Tel: 5 93-1643, Telex: J 26229 GERHAKA Messe Frankfurt GmbH, Representative Office, 15 Scotts Road, 
New ae : Fairs of Europe, P.O. Box 3076, Auckland 1, Tel.: 33-039, ; 05-04 Thong Teck Building, Singapore 0922, Tef: 7371704, 
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| conferences and to non-aligned 


| and to speak about Philippine human- 
| rights issues (REVIEW, 26 Mar.). 

= President Corazon Aquino’s govern- 
| ment says Jalandoni and his staff do a lot 
more than lobbying. Another alleged 
function of Jalandoni’s office is to liaise 
| with communist parties in power in 
| Eastern Europe. Dutch Government 
| ministers visiting Manila this year have 
heard complaints from Aquino cabinet 
ut Jalandoni’s activities. 
Former foreign secretary and Vice- 
President Salvador Laurel raised the 
_ matter with Dutch Foreign Minister 
| J. van der Broek. Philippine Defence Sec- 













VIETNAM 


guerilla trial 





By Murray Hiebert in Ho Chi Minh City 

. fn 3 December, a Vietnamese court 
| \J sentenced one anti-communist re- 
_ sistance fighter to life in prison and 16 
| others to jail terms ranging from three 
= to 19 years on charges of high treason 
and banditry. Another defendant, who 
cooperated with the authorities, was 
ey stripped of his citizenship for one 
_ to five years. 

| _ The prosecution claimed that the 18 
_ defendants were part of a group of 
about 200 heavily armed guerillas who 
| infiltrated southern Laos in July en- 
-= route from Thailand to Vietnam to set 







































namese troops intercepted the insur- 
gents, killing more than 100 and captur- 
ing 77 in a series of clashes ending in late 
| August, the indictment against the de- 
| fendantssaid. 
| The defendants were charged with 
| carrying out sabotage activities on be- 
| half of an anti-communist resistance or- 
| ganisation called the National United 
| Front for the Liberation of Viet- 
= nam (NUFLV) (REVIEW, 19 
= Nov.). The group was led by 
| Hoang Co Minh, a rear admiral 
| in the navy of the former South 
Vietnamese government, which 
| was overthrown by communist | | 
| forces in 1975. Six of the defen- | — 
| dants were charged with killing 
| more than 14 fellow guerillas. 
| after they were wounded or be- | 
| came weak. 
| The verdict was handed 
| down by five judges of the Sup- 
| reme People’s Court following a 
| three-day trial held in the Ho 
| Chi Minh City municipal theatre. 
_ A lobby outside the theatre dis- | _ 
| played captured AK47 and M16 | 
| assault rifles, camouflage un- |; 


=F, easy 































ings to drum up support for the NDF 


| up a resistance base. Lao and Viet- |. 












alandoni’s office. 

Other voices have joined the chorus. 
In September, and again in November, 
AFP chief of staff Gen. Fidel Ramos 
and Ileto claimed Jalandoni was collect- 
ing funds from Eastern Europe and pro- 
curing weapons for the CPP-led New 
People’s Army. Ileto- said recently the 
monies coming from various “soft Left” 
groups in Western Europe totalled at 
least US$8 million this year. 

Jalandoni vehemently denies the 
charges. And the Dutch Government's 
response echoes its answers to similar 
queries in that country’s parliament in 


£ Anti-communist resistance fighters are sentenced to prison terms 


iforms, the group’s Khang Chien (Resis- 
tance) newspaper, radio transmitters 
and poten allegedly showing the 
remains of Minh ina shallow grave after 
he was killed in a clash. 

A refreshment stand in the lobby 
sold ice cream and soft drinks to several 
hundred Vietnamese observers and vis- 
iting Western journalists, who were 
given special passes to attend the court 
proceedings, Hundreds of people stood 
in a square outside the theatre, listening 
to the proceedings broadcast ‘over 
loudspeakers. 

The NUFLV was set up in 1980 
and proclaimed a pk sch Re politi- 
cal programme calling for an end 
to communist rule in Vietnam. The 
court claimed the group had a five-stage 
military plan to recruit and train gueril- 
las, set up “temporary liberated areas” 
in central Vietnam and then stage a 
“general uprising” to seize control of 
the country in 1992. 























































l September. Foreig n Ministry sources in, 
The Hague told the REVIEW that no evi- 
dence had been found to point to a vio- 
lation of Dutch law. 
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A major task for Jalandoni’s office in 


the coming months will be to seek sup- 
port for a “provisional revolutionary 


overnment,” which the NDF will likely 
eclare some time next year from within 


a part of the Philippines dominated by 
the NPA. This forms part of an NDF 
campaign to win “belligerency status” 
for the nearly 20-year-old insurgency. 
Belligerency status, under international 
law, would allow the communists to 
seek international recognition for its 
provisional government. 









“We condemn the American im- 
perialists and the Thai intelligence 
agents who oe aan Co Minh’s 
group,” Chief Judge Tran Tuan Sy told 
the court. “They must be held responsi- 
ble.” But Vietnamese Foreign Ministry 
spokesman Trinh Xuan Lang told jour- 
nalists during the trial that Hanoi had no 
evidence implicating the US Govern- 
ment. 

The court also charged that Thai in- 
telligence officers, three of whom were 
named in the indictment by their first 
names, helped the guerillas set up a re- 
sistance base in Ubon province in north- 
eastern Thailand and provided the 
guerillas with food, uniforms and 
weapons: Both the US and Thailand 
have denied giving any support to the 
guerillas. 

Most of the defendants said they fled 

Vietnam in the early 1980s and were re- 
cruited by the resistance prap from ref- 
ugee camps in Thailand. One refugee 
claimed to have resettled in Denmark 
before returning to Thailand to join the 
rebels. Reports from Bangkok had indi- 
cated that some of the defendants were 
naturalised citizens of other countries, 
but sany denied the day before the trial 
began than any of the defendants had 
claimed foreign citizenship. 
Western diplomats in Bangkok and 
= So coal raised A aonan 
about the legality of trying the 
defendants in Ho Chi Mink City 
when they were arrested in Laos. 
The Lao official newsagency 
KPL reported in late November 
that Vientiane had agreed on 24 
November to Vietnam’s request 
to extradict the Vietnamese 
“counter-revolutionaries.” 

Five of the 77 captured insur- 
gents were exempted from pro- 
secution because they provided 
information to the authorities on 
the group’s activities and express- 
™) ed regret for their involvement. 
Lang said the other 54 detainees 
would be tried after an investiga- 
tion into their cases had been 
completed. 



















































smooth sailing. 





While the clipper ships were establ 
ing speed records for bringing tea 
the East to the West, the Hongkong 
and Shanghai Bank was establishi 
a unique reputation in trade finan 


Formed over a century ago, we were 
one of the first banks to set up branch 
not only in Asia, but also throughout 
the world. Today we are one of the 
world’s major financial institutions, 
with over 1,300 offices in 55 countri 
We offer a wide range of trade servic 
and FOREX-related services: docu: 
mentary credit facilities, collectio: 
and remittances, performance and 
guarantees, letters of introduction, an 
government export credit and insuran 
services. 
We also offer Hexagon, the group’s 
state-of-the-art electronic banking 
system, which lets you control all you 
domestic and international financial — 
affairs — including Import/Export 
— right from your office. 

For further information on our range © 
of services and facilities, contact the 
Imports/Exports Department at your ` 
nearest branch of the HongkongBank 
group. We’ll put your trade on a steady 
course. 
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Marine Midland Bank ° Hang Seng Bank 
The British Bank of the Middle East + HongkongBank 
of Australia 9 Hongkong Bank of Canada 


Wardiey ¢ James Capel * CM & M 
Equator Bank 
Carlingford and Gibbs Insurance Groups 
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Fast decisions. Worldwide. 
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~~ MONTBLANC 
THE ART OF WRITING 








, MEISTERSTUCK” 


f — the pride of the MONTBLANC Collection — 
is probably the most famous writing instrument of our 
times. Representing the best in design, it combines 
technical excellence and perfect styling — from the 
pi iston-filling system to the 14 carat gold nib and the 
; gold-plated fittings. 
Thi is MEISTERSTUCK is much more than a mere pen, it 
igs a Statement of integrity. And proof that man is still 
-more important than machines. It is the perfect 
< -expression of character, personally, and individuality. 
MOTT BLANC MEISTERSTUCK - a classic’of the future. 


















; Sales agents - = Australia: Regency Wholesalers. Melbourne, 654 7993 @ 
“Hong Kong: Maritblanc-Simpio Far East, 5-768351 è Indonesia: Sumaco Wahana Utama, 
> Jakara: 6390727 @ Japan: DIA Industrial- Corp., Tokyo, 03436-4601 « 
Korea: Euro Fashion Co. Lid.. Seoul, 798-9521/4 e Malaysia: CIL.. Kuala Lumpur, 2613255 @ 
Singapore: COOP International, 3381577 è Taiwan. Charming Trading Co. Lid. ; 
; Taipei, 3210202 4 « e naano. Nan Mee Co.. Bangkok, 2360059 









FarEastern Economic 





Since it was founded in 
1946, the Far Eastern Eco- 
nomic Review has been 
dedicated to the indepth, 
authoritative analysis of 
the political, economic and 
financial affairs of every 
single country in the Asia/ 
Pacific region. Boasting a 
staff of over 40 full-time 
correspondents and jour- 
nalists located in every 
country in the region, the 
Review is considered to be 
the leading publication on 
Asian affairs in the world 
and deemed essential 
reading for senior execu- 
tives in business, banking, 
government and the pro- 
fessions. 


Over 85% of the Re- 
view’s circulation is on pre- 
paid subscription, and a 
new survey of Review sub- 
scribers has just been com- 
pleted by International Re- 
search Associates (HK) Ltd. 


Review subscribers are 
primarily top management 
individuals who travel fre- 
quently, make key. deci- 
sions for their companies 
and wield enormous pur- 
chasing power. 


For a complete copy of 
the Review Subscriber 
Study 1986 please write 
on your company’ s letter- 
head to: 







Ms Elaine aéoauie 


General Sales Manager 


Far Eastern Economic Review 


-GPO Box 160 
| Hongkong 


of any one of our sales offices worldwide. 








erected and commissioned the total 
___ boiler island here in the country's 
target and first coal-fired station. 


ot ordinary. Especially designed to 
‘burn either coal or oil, their flexibil 































































The very soul of France. 


When you stay at a Meridien hotel, you'll soon see what ‘Art de Vivre’ 
means, even if you don’t speak a word of French. If you like stylish service and elegant surroundings, 
if it suits you to be ina world class hotel with a complete range of business services and leisure 
facilities, and if you have a penchant for French cuisine. 
Le Meridien is the place for you: they've got it down to a fine art. 


The very soul of France in the very heart of: 

Athens, Lisbon, London, Nice, Oporto, Paris-Etoile, Paris-Montparnasse, Tours, Brazzaville. 
Casablanca, Dakar, Douala, Gisenyi, Kigali, Luanda, Marrakech, Mauritius, Port Gentil, 
Reunion Island, Seychelles, Tunis, Boston, New Orleans, Newport Beach, New York, 
San Francisco, Montreal, Vancouver, Bahia, Rio, Guadeloupe, Martinique, Abu Dhabi. 
Al Khobar, Baghdad, Damascus, Khartoum, Kuwait, Lattakia, Cairo, Heliopolis, 
Palmyra, Bangkok, Colombo, Hong Kong, New Delhi, Phuket, 

Singapore, Tokyo. 


ening soon: 
New York Liberty, San Diego. Antalya/Turkey, Nairobi, Beijing, 
Shanghai, Chengdu, Taipei. 
Informations and reservations: Your Air France ticket office, your travel agent, 
or call “Meridien Reservation International” 
(MRI) in Hong Kong (852.3) 66.99.96, 
or in Singapore (65) 733.28.78. 
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© THE REVIEW took advantage of a 
| recent board meeting, for which Dow 
. Jones executives were in town, to throw 
an early Christmas/New Year party for 
the visitors, the staff and friends. It 
turned out to be a surprise party for one 
person there — me. My colleagues had 
chose: se the occasion to mark my 
of 25 years’ hard labour at 

ace of the REVIEW. A hand- 
ne, inscribed tankard was accom- 
panied by a scurrilous underground ver- 
sion of this magazine, Not the Far East- 
ern Economic Review, which libellously 
and often obscenely recorded the tri- 
bulations of D. Davies over the past 
quarter of a century (even my normally 
loyal wife had collaborated in the exer- 
cise, by providing its compilers with 
photographs I had assumed were well 
hidden). It was a very touching occasion 
for me at least — and my thanks to all. 
© LAST spring, A REVIEW cover 
story, timed to mark the arrival of the 
-new governor of Hongkong, Sir David 
Wilson, portrayed the territory as a rot- 




















<A series of articles lamented falling 
| Standards and the third-rateness in 
many areas of Hongkong life, both pub- 
lic and private — in the executive and 
legislature, the civil’ service, the 
judiciary, the business and banking 
worlds, in the horse racing industry and 
in the administration of that other form 
of gambling, the stock exchange. 
Nothing much has happened since to 
alter the general picture we painted; in- 
deed much has occurred to justify even 
stronger language than we used. 
© IN my own “Rotten Apple” article, I 
noted the swift expansion of the 
judiciary over recent. years and the 
“mixed bag of judges” acquired in the 
process — which had led to a growing 
number of overturned judgments plus 
lurid items in the newspapers and scan- 
dal sheets. Since then High Court Jus- 
tice Barker has ruled, after the most ex- 
pensive prosecution in Hongkong’s his- 
tory, that the senior executives of Car- 
tian, charged with fraudulent conspi- 
racy, had no case to answer. In 
November, the Court of Appeal ruled 
: that the judge had erred and mis- 
applied the law in acquitting the accused. 
The man who made these strictures 
on the judicial mistake which had cost 
the community so dear was Chief Jus- 
tice Sir Denys Roberts. In my article, I 
had noted that Roberts was “due finally 
to retire” next year, after a term of office 
which many lawyers felt lacked the 
gravitas needed at the head of the 
judiciary by a legal system (due to oper 
ate in Hongkong for 50 years after 1997) 
which desperately wanted cementing 
firmly into place. 
@ MANY people were, I am sure, sad- 
dened by the news that Roberts recently 
suffered a brain haemorrhage, from 
which he apparently is recovering: Most 









ten apple (China’s Windfall, 16 Apr.).. 
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'@ READERS 





of his sympathisers: probably assumed 


that the mishap occurred in the very last | 


weeks of his tenure, since Roberts 
reaches retirement age (65) on 19 
January 1988 and the highly respected 
Justice T. L. Yang has already been 
named as his successor. i 

Not so. Surprisingly, it appears that 
Roberts’ tenure has been extended to 
mid-March. Whether his state of health 
allows him to reassume his duties or not; 
it is quite clear that this extension is im- 


proper, illegal and unconstitutional. | 


© THE Letters Patent; which are in ef- 
fect the constitution of the colony of 
Hongkong, are quite clear on this point. 
Article XVIA states unambiguously 
that “a Judge of the Supreme Court and 
a Judge of a District Court shall vacate 


his office when he attains the retiring | 


age.” He may only continue in office 
after that age in order to enable him to 
deliver judgment or to deal with pro- 
ceedings commenced before the date of 
retirement. It goes on to state that the 
phrase “retiring age” means “in relation 
to the Chief Justice” is “the age of sixty- 
five years.” 
___A ‘subsequent’ paragraph specifies 
the exceptions to this rule. But these ex- 
ceptions clearly make no mention of the 
possibility of extending the term of of- 
fice of a chief justice. 
The power to amend the Letters Pa- 
tent is reserved for the Queen. In this 
case no amendment has been made, and 
it seems clear that the extension was 
therefore illegal. Grounds for some fu- 
ture appeal? ; eee 
@ SUCH nonchalant treatment of con- 
stitutional provisions would be always 
unwelcome; doubly so at any time be- 
tween now and 1997 — and triply so 
when the office of the chief justice is 
concerned. The matter would be a cry- 
ing scandal if it emerges that the main 
reason for the two-month extension 
was, as has been alleged, to allow the 
chief justice, his wife and young child to 
stay on in office, with its salary and 
other appurtenances, until the cruise 
liner Canberra docks in Hongkong, 
with a state room booked for the 
Roberts family. Justice Yang is rightly 
respected for his courtesy and modesty; 
the governor — and whoever else ap- 
proved Roberts’ extension in office —is 
taking improper advantage of both 
these qualities. fetta 
may have noticed our 
article in last week’s REVIEW (One 
applicant, two allocations, page 100) 
about the highly questionable practice 
on the Hongkong stock exchange of in- 
dividuals (and close family members) 
applying for multiple allotments of low- 
priced shares in new issues, which can 
thereupon. be profitably. stagged.- The 
article reported se -examples of 












such applications in the n 
volving the immediate fan 
Li (chairman ¢ 


of Liin- | 











the person of 


legislative councillor). 
A list of 13 detailed questions abou 
such applications was sent to Ronald Li 
article was being prep 
‘but a spokesman refused to commen 
We were very surprised therefore to. 
ceive the following letter some’ day: 
later from Robert Fell, the “Mr Clean’ 
chief executive of the exchange, forme: 
of securities recently we 
ilit 


¿while t 


raen 
moned ba 
to Hongkong. 








David Li (ba 


ck to restore some credib’ 


































I am replying to your commmunica 
tion addressed to the Chairman of th 


Stock Exchange of Hongkong. 
Matters relati g to fhe share d- 














ings of various 


for these individuals. Any inquiries 
may feel entitled to pursue in this i 
-spect should be 


cerned. 





de ta those’ 


` As regards the general issue, I note 


that you 














But the real shocker comes in the 
bland, unqualified statement that “Mz 
ters relating to the shareholdings of var- 
ious individuals are a matter for these 
individuals.” That plainly means tl 
public has no right to question 
shareholdings or the manner in whichi 
sues are allocated. Neither have other 
shareholders. Nor have other appli 
ants. Nor, on any reading of Fell’s 
words, are there any grounds for reg- 
ulating securities or their markets. 
What on earth does 


about? 


tion: 


Crossword 
- Puzzler 

i Correction: : Today we 
carry the answer for Satur- | 


day’s Crossword Pluzzler, {= 
Answer for today’s Puzzler. | 


ve published an article 
out waiting for any comment. 
è FELL has got it wrong. The arti 
contained a couple of quotes from 
the exchange’s spokesman on the 

ter, and we did wait until Ronald Lir 
fused to comment. And what on earthis 


























was already printed yester- 


day. Our 
Puzzler 


the answer of yesterday's 


| editor regrets for the error 
The Editor. 


readers will find 


tomorrow. The 






Fell think he is 


© GOVERNMENTS can lose th 
grip; so for that matter, ‘can editor 
One editor with whom I have enormo: 
sympathy is my opposite number on the 
Jakarta Post, who felt:constrained 
cently to publish the following collec- 
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he Chinese Communist Party’s 13th 
congress from 25 October to 1 
November was written up.in the world 
ress as a major triumph. for Deng 
‘iaoping who succeeded in putting his 
men in the top leadership posts. Is this 
so? Lee 
It was, we. shall see, an abnormal 
party congress; but several previous 
irty congresses were no less odd. The 
h was held in Moscow in 1928; the 
enth was held 17 years later in 1945 
Yanan -——. the triumph of .Mao 
dong. And the eigth was held in Pek- 
ing in 1956, the only congress to which 
‘representatives. of other communist 
countries were invited — China was 
part of the world. communist camp. 
ever again was a party congress held in 
such solemnity and openness. . 
. There were no foreign communist 
“parties at the subsequent party. con- 
presses. The ninth in 1969 made Lin 
Biao successor-designate: to. Mao. In 
September 1971, Lin died in a way not 
T satisfactorily explained. The 10th, 
eld in 1973, was the congress at which 
the ultra-radical friends of Mao’s wife, 
iang Qing, were elected to the highest 
posts. Three years later Mao died, anda 
































The 11th, held in August 1977, was 
der the aegis of then new party chair- 
man Hua Guofeng. Hua did not last 
‘long; he was squeezed out by Deng. The 
12th, held in September 1982, elected 
Hu Yaobang as general secretary of the 
party. In January 1987, he was abruptly 
and «unceremoniously dismissed from 
his post. 

More than a year before Hu’s sack- 
ng, in September 1985, a national party 
conference was convoked. A party con- 
ference is a body not elected according 
sto normal rules by the provincial party 

congresses; it consists of men hand- 
picked without a set procedure. That 
conference reshuffled the top leader- 
ship. ae 
H 




















party charter did 
al party conference. 





adding a paragraph. on-national party 
conferences, thus tacitly admitting that 
the 1985 conference. was irregular. 
The 13th congress itself was. not 
ected: by provincial party congresses 
but by provincial party conferences. 
This may not mean very much, as the 








decisions taken by the congress could. 


hardly have been discussed by 1,900 
le = a 


China's communist old 


‘also odd. 








al discussions held at the summer re- 
sort of Beidaihe. 

The central committee plenum, held 
as is usual A k before the congress, was 

hat plenum. lasted 20 min- 
utes. It was, however, preceded by a 
five-day discussion held in secret. 

At the congress itself there was only 
one speech — by then premier and act- 
ing party General Secretary Zhao Ziyang 
which lasted two and a half hours. What 
the 1,900 delegates were doing during 
those eight days is a mystery. The last 
day they elected the new central com- 
mittee, and the day after the congress — 
as is the rule — the new central commit- 
tee elected the top leaders... 

With the. exception of the central 
committee secretariat, the structure of 
the party was not changed. For some 
time the secretariat was running the 
show. The top organ, the five-man 
standing committee of the politburo, 


had become paralysed by the death of 
Ye Jianying and the dismissal of Hu. 
The congress reduced the secretariat from 





10 to four members, with one alternate 
member, and reduced its importance. 
_ The new set-up shows a certain in- 
stability.of the party structure and the 
transitory character of the new arrange- 
ment. The venerable old leaders — in- 
cluding Deng, 83, President Li Xian- 
nian, 81, and the tough 85-year-old 
chairman of the National People’s Con- 
gress (NPC), Peng Zhen — areno 
longer in the central committee, and a 
great number who were in the politburo 
before are now in the Central Advisory 
Commission (CAC). i 
In the past, if you were not in the 
central committee you could not hold a 
leading office, But that is no longer the 
case. Deng became: and continues to 
be, head of the party’s Central Military 


Commission (CMC), which means the. 


highest command of the army, though 
according to the state constitution only 
the NPC or its standing committee can 
declare war and order mobilisation. Li 
has said publicly that he will resign from 
the post of president, which is not a 
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chair the Chinese People’s Political 
Consultative Committee — the conven- 
tion of intellectuals and sundry. 

Chen Yun, who is no longer on the 
central committee, heads the CAC, re- 
placing Deng. The CAC, consisting of 
veteran. party leaders, was established 
at the 1982 congress and has proved to 
be a powerful organisation. On the day 
the new, younger. top. leaders were 
elected, the People’s. Daily said bluntly 
that the retirement:of the old leaders 
“will not change their important roles in 

‘the party and in the country.” 
Something -has gone wrong in the 
nomenclature. Good old Confucius in- 
sisted on using the proper titles (zheng 
ming) — that one’s position should cor- 
respond to one’s title, or the title to the 
job, a transparent system in which 
people know who is who. That this sys- 
tem had broken down within the party 
was clear in 1978 when Deng, obviously 
the highest dictator of policies then, had 
no. corresponding title in the party or 
government. He was. not the leader 
either of the party or of the government, 
but he was the man who was leading. 
The. confusion grew when in 1983 
Peng took over the chairmanship of the 
NPC. In a communist country the “par- 
liament” is a docile servant of the party 
and approves what. the party dictates. 
Not so under Peng. Important figures 
who were eliminated. from the party 
leadership by Deng in 1982 were taken 
into the leadership of the standing com- 
mittee by Feng. us the NPC's stand- 
ing.committee became a rival to the party 
leadership — an anomalous situation. 


Aine: anomaly is that of the party 
conference, mentioned above. The 
récént revision of the party charter al- 
lowed the holding of national party con- 
ferences, though it. did not state by 
whom, when and how a conference 
could be convoked. It said only that the 
conference may. change not more than 
one-fifth of the central committee mem- 
bers. The same one-fifth rule was in the 
1945 party charter. (The only party con- 
ference held before 1985 was one in 
1955, approving the First Five-Year 
Plan.) The subsequent charters were si- 
lent about national party conferences. 
The new rule has introduced an ele- 
ment of instability. It means. that the 
party does not have to wait five years 
| until the next party congress; a party 
-conference can be called at any time. 
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have deteriorated so much that Riyadh 
considers Iran as the immediate threat. 

The Saudis have also become sensi- 
tive to Iranian influence among Pakis- 
tan’s Shia minority. The Saudis be- 
lieve that local Shia influence has 
been the decisive factor in Pakistan-Iran 
ties, though Pakistanis point to strategic 
considerations as the overriding ele- 
ment in their policy towards Iran, their 
southwestern neighbour. India and Af- 
ghanistan are already considered major 
threats to Pakistan's security, and ten- 
sions with Iran would aggravate the 
country’s defence problems. 

President Zia-ul Haq has chosen to 
walk the diplomatic tightrope between 
Iran and its Arab rivals rather than risk 
another tense border. But this situation 
does not seem acceptable to the Saudis 
any longer. 

Some time ago, Saudi Arbia raised 
the question of potential Shia influence 
among Pakistani troops stationed in the 
kingdom and requested that Shia offi- 
cers and men should not be included in 











A vote for patronage 


Pakistan’s ruling party wins local elections 


pariy oe x 
the PPP Saten in Peajed, Pakistan’s most populous 
province, which had been considered eee her mas- 
sive rallies last year. Government supporters won about 70% of the seats in 
rona Fee ee eee ee a en a a 
cities. Apart from Punjab, the PPP also performed poorly in Baluchistan and 

areas of Sindh though it secured more seats than e ed in the 
North-West Frontier Province and avoided defeat in its of rural 
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Karachi polling station: voting along ethnic linse. 





the deployed units. Pakistan turned 
down the request on grounds: that it 
could not introduce sectarian discrimi- 
nation in its armed forces. Riyadh’s in- 


quiries about the possible use of Pakis- | 


tani troops against the Shia minority in 
Saudi Arabia or in a conflict involving 
Iran also received a negative response. 

In an attempt to make Pakistan 
change its mind about Iran, the Saudis 
have curtailed economic assistance and 
started withdrawing a US$160 million 
deposit which had hitherto boosted 
Pakistani foreign reserves. 

Saudi. economic assistance and the 

ayment for military services have been 
important to Pakistan. In 1981, Riyadh 
made a US$300 million down-payment 
for the Pakistani purchase of F16 fight- 
ers and was considered a potential 
financier for acquiring AWACS surveil- 
lance aircraft from the US. 

But under present conditions, Saudi 
financing for new weapons seems un- 
likely. Saudi Arabia is, however, main- 
taining aid for Afghan refugees, and 
members of its royal family are private- 
ly funding Pakistani religio-political 
groups opposed to the Iranian regime. 


OET ai Ra ving aries be ame 
>> ed of Karachi to Muhajir Qaumi Movement 
Karachi, Pakistan's city, voted 

wi, in a maaa fe iy aunt A 
seats to the M es ee 
‘ piers s ’s 
aian a Given the PPP’s 

the ethnic 


ge ge aTa. 

elections were generally peaceful, though 16 

ple were killed focuser violence. Allegations of poll 
made by the opposition were not taken seriously 

by ical observers and even some o con- 

that the voting was by and large fair. 
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mainly attributed to the influence of pa 


party’s ability to secure the support of locally influential feudal politi 
most rural areas. 







the 
Voting in these elections is usually influenced 
siderations taking a back seat. But control of and 
tremendous power on incumbents, which could work to the PML’s advantage 
elections are held. 
ed 
the 


entary 
s failure to ian a pw abt esd 
oe e party. A party 
would probably perform better in a parliamentary contest than it did in local 
elections, its i weakness will remain an obstacle in translating 
into votes for the party. 
have conferred a of legi on the PML’s 
. Ever since its revival after the end of martial law, 
of having been created under the umbrella of 
and stand in its own right as a politi- 

































the opposition. And the Jamaat-e-Islami, 

demonstrated its staying power as the 
candidates 

the overall pattern of 













Now more than ever — When Investing, 
having the right information can mean the 
difference between profit and losseee 
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whether an individual or institution. AMM will provide you with timely, re- 
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Australia hits big time 
with a Croc of gold 


By Linda Jaivin in Canberra 


‘al e is known in Chinese as “Eyu Xian- 
sheng,” and the Japanese call him 
Kurokodairu Dandei. To some Austra- 
lians, he represents the return of the 
Ocker, a cultural cringe, but to most 
film-goers everywhere, Crocodile Dun- 
dee mainly stands for sheer entertain- 
ment. In Australia, Crocodile Dundee 
has outgrossed every other film in his- 
tory. And abroad the movie has been 
phenomenally successful as well. It 
ranked third at the American box office 
for 1986, behind Top Gun and Karate 
Kid Part 2, netting US$51 million. In 
late August, Paul Hogan and company 
left for Kakadu National Park to film, 
you guessed it, Crocodile Dundee II. 
Art house audiences around the 
world have been aware of Australian 
cinema since its renaissance in the 1970s, 
when such features as Picnic at Hang- 
ing Rock (1975) drew international 
acclaim. But with Crocodile Dundee, 


lian-made. Generally speaking, that 
does not worry observers of the film 
scene as much as the fact that what na- 
tive product there is going American, 
either through direct involvement of 
American capital, directors or stars, or 
indirectly, as Australian films follow the 
Hollywood model. 

It is not a new issue, of course. In 
their excellent reference book Austra- 
lian Cinema: 1900-1977, Andrew Pike 
and Ross Cooper point out that Ameri- 
can cinematic style had heavily influ- 
enced Australian film-makers from as 
early as 1920. By the 1930s, they claim, 
“Hollywood models became the basis 
for much of the industry,” and by the 
1950s, there was already considerable 
US investment in Australian films. 

One of the biggest new studios in 
what writer Andrew Urban has dubbed 
“Aussiewood” is presently being built 
with American money on 1,250 ha of 


Australian Dream, send-up of suburban sexuality; Travelling North, entertaining and touching. 


Australian cinema had truly hit the in- 
ternational big time. Australia has since 
become a kind of flavour of the month. 
Even the Hollywood Reporter is plan- 
ning a special “Down Under” issue. 

t 


swampland in Australia’s northern 
Gold Coast. There, De Laurentiis En- 
tertainment Ltd (DEL) is building a 
studio cum “theme park” which it 
hopes will turn out US$50-60 million 
worth of production annually. Already 
on the slate is an US$13 million adapta- 
tion of Robert Hughes’ best-selling 
book The Fatal Shore. 


, 


s about time, say some film his- 
torians who claim that the Australian- 
made Soldiers of the Cross (1900), was 
the first feature film in the world. The 
second Australian film of note, proba- 
bly the longest film made anywhere at 
the time, was The Story of the Kell 
Gang (1906), about Australia’s jegen. 
ary bushrangers. 

Still, even in Australia itself, Austra- 
lian films only make up a small percent- 
age of total theatrical releases. Accord- 
ing to information published in a recent 
edition of the quarterly Filmviews, of 
118 films released between 1 March and 
30 May this year, only 10 were Austra- 


7 first project planned for the DEL 
studio, Urban recently reported, 
will be Total Recall, a science-fiction 
feature partly set on Mars. It is to be di- 
rected by Bruce Beresford (The Fringe 
Dwellers, Crimes of the Heart). The 
budget is in outer space as well — at 
US$18 million, it will be the most ex- 
pensive film ever made in Australia, 
if it gets made at all, that is. The pro- 
ject reportedly has been plagued with 


production problems from the start. 
Meryl Streep, meanwhile, arrived in 
Australia to star in Evil Angels, the 
story of Lindy and Michael Chamber- 
lain (whose baby was apparently 
snatched by a dingo in the shadow of 
Ayer’s Rock). The film will be made by 
the Melbourne-based Australian Film 
Studios. This production also got off to 
an uneasy start, with the Australian ac- 
tors threatening strike action if they 
were not paid Hollywood wages. 
Australians clearly have mixed feel- 
ings about the “internationalisation” of 
their film industry. It particularly 
bothers some that “Yanks” must be im- 
ported to play Australians (or a New 
Zealander, in the case of Lindy Cham- 
berlain). Aussie actor Mel Gibson's suc- 
cess in the US is only mildly compensat- 
ory. 
In a witty and provocative essay pub- 
lished in a recent issue of Filmviews, 
however, Philip Brophy argues that 
“Australian film culture is in fact more 
terrorised by British colonialism than 
American imperialism.” He insists that, 
“the only real way a total Australian 
Cinema can develop is through a break- 
down of the tacky, pseudo-highbrow 
tone it fosters . . . In other words, for 





starters we need more sex, gags, thrills 
and gore.” 

This sort of thing, of course, is not 
entirely lacking now. Recent examples 
include Australian Dream, an energetic 
send-up of suburban sexuality and the 
meat-eating lifestyle and Dead End 
Drive In, a kind of Mad Max Goes to the 
Movies. One in the works is The Marsu- 
pials: Howling L1, described as a com- 
edy horror flick about kangaroo- 
werewolves in modern-day Sydney. 

Most film buffs would probably 
name the recent films High Tide and 
Travelling North as their evidence that 
Australia cinema is alive and well. Di- 
rected by Gillian Armstrong, High Tide 
is the story of a woman’s reunion with 
the teenage daughter she has aban- 
doned as an infant. It is a visually stun- 
ning film of great emotional intensity. 
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Judy Davis plays the mother, a troubled 
but determinedly independent drifter. 

However, as far as truly eccentric im- 
ages go, few on-screen women can com- 
pare with the central male character 
of Travelling North, played by Leo 
McKern. The move to a seaside home in 
Queensland by a cultured couple from 
Melbourne, a strong-willed old man and 
his middle-aged de facto wife, and their 
relationship with their intrusive, beer- 
swilling neighbour is the unlikely focus 
of this beautifully made, entertaining 
and touching film. 




















































Hi’ Tide was among the nominees 
for best film at the Australian film 
awards, along with Ground Zero, a nu- 
clear-era thriller described by one critic 
as “one of the finest Australian com- 
mercial features of the 80s.” One of the 
more regrettable omissions (the pro- 
ducer chose not to enter it) is an unusual 
film by a 26-year-old director, Richard 
Lowenstein, Dogs in Space. An energe- 
tic and anarchistic portrait of life in a 
Melbourne house shared by “post- 
‘excl musicians, ageing hippies and 

angers-on in 1979, the film inter-cuts 
scenes of the house with black-and- 
white NASA footage of life on a 
spaceship. 
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Dogs was plagued by controversy 
from the start, when the Film Censor- 
ship Board gave the film a review (re- 
stricted to 18 and over) rating, because 
of scenes of drug taking. Also contro- 
versial, but for different reasons, was 
Beresford’s study of conflict and change 
within an aboriginal community, The 
Fringe Dwellers. As one critic put it: 
“Realism fights a losing battle with 
stereotype” and the film “ends up trap- 

d and subverted by its own 
iberalism.” 

Film-makers had their eyes on the 
latest budget announced by the govern- 
ment on 15 September. There was talk 
that the government was planning to 
scrap Division 10BA of the Australian 
Income Tax Assessment, which pro- 
vides- investors with attractive tax 
deductions on both investment in 
and returns from Australian-made 
films. 

Government support either in the 
form of direct grants or loans or indi- 
rectly in the form of financial incentives, 
has been an important factor in Austra- 
lian film development since the 1970s. 
In December 1986, the government re- 
duced the level of tax deductions possi- 
ble under 10BA to less attractive levels, 
and industry sources noted a disturbing 
drop in investment. 

Phe Australian Film Commission 
has been lobbying since April for re- 

lacing the 10BA entirely with a “film 

ank.” Requiring US$18 million from 
the government as an initial investment, 
the bank would then raise funds to make 
“soft” loans of up to US$86 million a 
year. The producers of profitable films 
would return the money and box-office 
bombs would be written off at a cost 
to the government of. approximately 
US$40 million a year. 

However, the September budget 
said nothing about either reforming 
10BA or establishing a film bank. “This 

ear looks OK,” writes Philippa 
awker, editor-in-chief of Cinema 
Papers, but “after that, it could be very 
dicey.” oO 








Fade-out for 
an industry 


By Carol Lutfy in Tokyo 

Ee to display its commitment to 
uality film-making, Japan invested 

US$7 million in the Tokyo International 

Film Festival in October. But inadver- 

tently, the event spotlighted the decline 

of Japanese cinema as well. 

Kon Ichikawa’s Princess from the 
Moon, which opened the festival, and 
Yasuo Baba’s Take Me Out to the Snow- 
land (the “Young Director” film) were 
panned even before their screenings. 
And Shinji Sohmai’s Luminous 
Woman, Japan’s official entry and big 
hope, was received so poorly that the di- 
rector himself expressed doubts about 
it. 

It was, therefore, not surprising that 
the audience broke into applause at the 
closing ceremony, when Tony Huston, 
accepting a special award for his 
father, the late American director 
John Huston, chastised the Japanese 
for the deterioration of their film in- 
dustry. 

The average Japanese sees one film a 
year, usually a foreign one. Quality has 
sunk so low that even staunch defenders 
of Japanese cinema, such as the promi- 
nent critic Tadao Sato, admit that only a 
handful are worth going to anyway. Suf- 
fering financially as a result, film com- 
panies have become cautious and tight- 
fisted, forcing Akira Kurosawa and 
Nagisa Oshima, Japan’s most famous 
directors, to find backers for their films 
abroad. 

When it comes to funding, cinema is 
no different from other contemporary 
arts here. Less than 0.07% of the na- 
tional budget is devoted to the arts, 
one-tenth of the government outlay in 
France or Holland. And because con- 
tributions to the arts are not tax-deduc- 
tible, foundation and corporate money 
is unavailable. 

But unlike other arts which have al- 
ways known poverty, but rarely encoun- 
tered international acclaim, Japanese 
cinema has a rich past. The late 1950s, 
which boasted the likes of Kurosawa, 
Kenji Mizoguchi and Mikio Naruse, are 
a constant reminder of the heights from 
which the film industry has fallen. It was 
during this period that the Japanese saw 
a movie a month; and because virtually 
every film made money, there was no 
resistance to financing artistically more 
ambitious films. 

With the major film companies in a 
slump these days, producers believe 
that “if it makes money, it’s a good 
film,” notes one critic. Part of the prob- 
lem is that 80% of all Japanese film- 
ome are between the ages of 15and 25. 

is naturally influences the kind of 
films released and probably accounts 
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| mal movies — a trend that has gener- 
ated films about dogs, racoons, foxes, 
| sea otters, bears and cats in the past 
| three months alone. 
It may also explain why Ichikawa 
| and Sohmai, two respected directors, 
turned out ars works this 
| year. The Toho film company which pro- 
| duced both films, altered the original 
| scripts in order to tailor their appeal, ac- 
| cording to one- critic, And though they 
bombed at the film festival, Princess 
| from the Moon in particular has been a 
| smash hit at the box office. “Anyone 
| who agrees to make a film with the 
| majors has cut off their left arm,” says 












| gj: British royalty, who are fair 
NZ game for gossip mongers and the 
_ tabloid press, the emperor is not a sub- 
ject for public scrutiny in Japan. He 
lives in strict seclusion, and little is 
| openly revealed about him aside from 
| his health and hobbies. 
! With this as a backdrop, Kazuo 
_Hara’s new documentary about Kenzo 
Okuzaki, a 67-year-old self-professed 
terrorist whose hatred of the emperor 
has ruled his life since the end of World 
War II, has been hailed as the most im- 
| portant Japanese film in years. And 
| Hara, the recipient of the Berlin Film 
_ Festival's Calligari award and the Japan 
Film Director's newcomer prize, has 
| been praised for having the tenacity to 
make it. 
| “At first I was intimidated about 
undertaking the project. But the more 
_ frightened I got, the more determined I 
.” explains Hara, who searched for 
S before finding a theatre that 
ould run the film. “In order to be 
| meaningful, films have to have a bit of 
| pepperin them — something that upsets 
_ the accepted order of things, something 
| that gets people thinking.” 
te e Emperor's Naked Army 
| Marches On chronicles Okuzaki’s year- 
| long effort to find out why two members 
_ of his New Guinea platoon were exe- 
_ cuted three weeks after the end of the 
| war. He suspects that his platoon, on 
| the verge of starvation, killed them for 
- food, and though this is never con- 
| firmed, his officers admit that, desper- 
| ate to survive, they ate Caucasian, New 
| Guinean and Japanese soldiers. 
j “I wanted to address what it’s like for 
| the soldiers who experienced the hor- 
_ rors of the war to be living in a society 
| that has all but forgotten about it,” 
~ notes Hara. 
| — Okuzaki’s commitment to the New 
| Guinea murders is a metaphor for his 
| obsession with Emperor Hirohito who, 
| he claims, has never Gg ortaken 
ardships endured 
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Portrait of a fanatic 





ofani- | film critic and author Donald Richie. 


The proliferation of television was 
responsible for the original decline in 
film audiences all over the world. But 
Tapet is unique in that it has never 
rebounded. In part, this may be 
symptomatic of way the Japanese spend 
their leisure time: married couples 
rarely go out together; businessmen do 
not finish work in time for the last show 
at 7 p.m., and housewives are put off by 
the explicit sex and violence. “TV soap 
operas satisfy their urge for a good 
movie,” says Sato. 

But while an apathetic audience may 
not foster a thriving film industry, it is 
clearly not the only problem. Some say 


tirelessly hurling insults at him. All the 
same, he believes he is still fighting the 
emperor's war; and on top of his beat- 
up white van, bold characters read: The 
Emperor's Army. 


n 1969, Okuzaki was imprisoned for 


catapulting four pachinko balls at the 
emperor. After his release, he scattered 
pornographic handbills, doctored with 
the heads of the Imperial family, from a 
Tokyo skyscraper. He has been accused 
of plotting to murder former prime 
minister Kakuei Tanaka, and served 10 
years. in prison for killing a real-estate 
agent in 1956. 

An unlikely hero, Okuzaki has none- 
theless been received sympathetically 
by the Japanese. “He's a fanatic, but 
he’s a product of the fanatical age we 
live in,” says Hara. “There's at least a 
morsel of truth in everything he says so 
it’s not difficult to feel sympathy for 


During the film, Okuzaki physically 


| that until the 
they will not 
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arts are allotted prestige, 
attract truly talented peo- 
ple. Others blame a traditional appren- 
ticeship system in which directors, re- 
ute to study under a master, usually 
o not get the opportunity to make their 
first film until they are 35 or 40. 
Nobody expects viewers or funding 
to increase markedly, but there is o 
timism that the quality of films might 
soon improve. The number of indepen- 
dent movie houses has skyrocketed in 
recent years. And directors like Kazuo 
Hara and Juzo Itami, both of whom 
made world-class movies this year, are 
proving that it is ible to make 
money and maintain integrity. 


attacks his interviewees when they re- 
fuse to answer his questions, And when 
his ex-commander Koshimizu fails to 
cooperate, he shoots his son. Okuzaki, 
having carefully premeditated the 
shooting, urged Hara to film it. 

That Hara and his crew stood by 
while Okuzaki attacked his subjects has 
raised more than a few eyebrows here. 
But that he did nothing to prevent the 
shooting of Koshimizu’s son has raised 
the difficult question about where com- 
mitment to the story ends and moral re- 
sponsibility begins. 

It is a question that Hara chooses to 
answer in purely pragmatic terms: 
“Once Okuzaki has it in his mind to do 
something, there’s no stopping him,” 
the bespectacled director says. “Had I 
protested I would have only fuelled the 


At 42, Hara is no stranger to con- 
troversy. Released in 1971, his first film 
Goodbye CP dealt with the lives of Ja- 
panese children with cerebral palsy at a 
time when they were still a source of 
shame to most Japanese families. The 
award-winning The Most Intimate Eroti- 
cism: Love Song 1974, is an autobio- 
graphical work about a relationship 
“beyond its emotional peak.” The film 
features two remarkable- childbirths, 
which because of censorship laws, still 
cannot be shown here without blurring 
the focus. 

Hara began shooting The Emperor's 
Naked Army in 1982, and spent 13 
months trailing Okuzaki as he visited 
with his old platoon officers. In 1983, 
the two returned to New Guinea to 
gather additional footage, but as they 
were leaving the country, the film was 
confiscated by Indonesian customs offi- 
cials. Half expecting it to be returned, 
half thinking that he would have to 
abandon the film, Hara postponed edit- 
ing for more than two years. Despite his 
efforts and Okuzaki’s threats, i was 
never able to retrieve it. 

Okuzaki apparently never got over 
it. When he was arrested and impri- 
soned for shooting Koshimizu’s son, he 
revealed that he had been planning a 
symbolic shooting of an Indonesian Em- 
bassy official. `— Carol Lutty 
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- The Linkage 


—between us and our customers— 

that’s what we are strengthening throughout 
our world-wide business network: 
providing. you with the most comprehensive, 
timely and effective financial services. 
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Tokyo Stock Exchange: relatively unscathed by the crash of 87. 








A tide of Japanese money sweeps over the world 


Awaiting the second tsunami 


By Richard Holloway in Tokyo 


“Over a period of many years the Japanese have success- 
fully targeted one key sector of manufacturing after another, 
painstakingly built up an efficient and modern production 
capability, and proceeded to conquer a major share of world 
markets . . . this situation is now changing. Not only is Japan, 
as the world’s major exporter of capital, now the recipient of 
an ever-increasing flow of revenues from foreign investment, it 
is also reducing its relative weakness in services. 

For the European Community . . . this is a disquieting mes- 
sage. It threatens to affect the Community strategy of building 
on the strength of London and other financial centres within 
the Community through the full realisation of a single market 
of continental dimensions . . . this strategy may be threatened 
by a “second wave” as the Japanese target financial services as 
their next field of conquest . . . the challenge to all of us is to 
construct. . . defences in time. Before the wave strikes.” 





hese words form part of a preface to a book*. pub- 
T in Britain last September on Japanese financial 

markets. They were written by a senior official of the 
European Commission, Willy de Clercq, who is in charge of 
external affairs and trade policy. Although de Clercq talks 
only about Europe, his views seem to reflect a fear widely 
held in the West that Japanese banks and securities houses 
will achieve in the world’s financial markets what its manu- 
facturers have done in industries like cars and semiconductors. 

To the protectionists, the implications are obvious. If de- 
fences are not built in time, Japan will be exporting capital to 
the West, which will in turn be exporting jobs to Japan. West- 
ern financial institutions will be forced to give up their tradi- 
tional domination of capital markets to 
Japan in the same way as manufacturers lost 
out to Japanese TV sets and ships. 

What appears to have escaped de 
Clercq’s attention is that in some important 
ways Japanese financial firms already domi- 
nate the world’s money and capital mar- 
kets. In terms of assets, the five largest 
banks in the world are Japanese. A third of 
total worldwide external assets of commer- 
cial banks is held by Japan, double the share 
of the US. 

Their presence is felt in many other 
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areas. Nomura Securities and Daiwa Securities lead-man- 
aged the most Eurobond issues in the first half of this year. 
By market capitalisation, the nine most expensive financial 
institutions in the world are Japanese. Nippon Life Insurance 
is the largest firm of its kind, with assets half as large again as 
the US giant, Prudential Insurance. The Tokyo Stock Ex- 
change and its opposite number in Osaka are respectively the 
No. | and No. 3 bourses. The yen-bond futures market is the 
biggest such exchange. 

Sheer size is not everything, of course. The rapidity of 
Japan’s ascent up these league tables has taken everybody by 
surprise, including the Japanese. As recently as 1982, the top 
Japanese bank by assets, Dai-Ichi Kangyo, ranked eighth. 


The speed of the transformation has left Japanese financial | 
institutions vulnerable — to their own self-esteem and their | 


lack of international experience. It took the country’s manu- 
facturers roughly 20 years to become truly competitive. By 


that yardstick, its banks and insurance companies are — 


nowhere near halfway there. 

The transition has been sudden because the tidal wave of 
Japan's capital exports has struck the world’s financial mar- 
kets with unprecedented force. Between 1982 and 1986, its 
gross external assets trebled to US$727 billion. The country’s 
financial institutions are riding the crest of the wave of money. 

The suggestion that the EC, or anywhere else, should or- 
ganise defences against this second Japanese onslaught re- 
sembles King Canute ordering the oncoming tide to recede. 
As every bank regulator will testify, money is not like manu- 
factures; it is fungible. If protecting domestic financial mar- 
kets against Japan means keeping out Japanese banks, it will — 
do nothing to stop the tide of money and in- 
stead will increase the cost of capital and 
make the job of recycling Japan’s current- 
account surpluses more difficult. 

It seems a little churlish not to let each 
dog have its day. London and its moneyed 
institutions reigned supreme when Britain 
was the centre of a global trading empire. 


for the first 80 years of this century the 
biggest capital exporter. J. P. Morgan and 


watch the dollar become the world’s reserve 
currency. 

The yen is a long way from that pre-emi- 
nence. It accounts for only 7% of the re- 
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the Rockefellers did not just sit pat and | 
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Then came the turn of the US, which was | _ 
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value, but. the yervis not likely to st 
‘The yen may not take over until Japan’s political self assur. 
ance matches its financial and economic power. That could. 
take another 30 years. 

The’ US still believes it rules the economic roost and will 


t view until Japan has the confidence to challenge | 


ankers from Tokyo and Osaka— not the minis- 
ill be the ones to carry the banner. 
nt against barriers to trade in services should, 
t least. as strongly inside Japan’ as 


the past two or three years than most peo- 
ple expected. But it is not moving quickly enough and many 
f the controls that still exist are hindering the ability of 
Japan to export capital efficiently. Preparation of a corporate 
bond issue takes a month in Tokyo compared with a couple of 
days in Europe, which is one reason any local firms have in 
the past couple of years raised as much bond finance abroad 
asat home, 

= ‘The ironic point is that even when (not if) Japan’s finan- 
cial markets: pletely liberalised, its banks and securi- 
“ties houses will be stronger as.a result than their competitors 
abroad. There will be more business for foreigners inside 
Japan, particularly in managing people’s savings. But there 
ill be no bonanza. It will take years to break down the tight 
aditional relationships between Japanese institutions 
ead their domestic custom- 


puzzling to a new- 
e- this: writer why 
the authorities should be so 
_ cautious» in. deregulating 
Japan’s financial markets 
since the cards are.already so 
éavily stacked in favour of 
Japanese «institutions com- 
pared with their competitors 
_ abroad.’ One.reason might 
be: the .deep. and abiding 
ense of insecurity among 
‘the Japanese, not least in 
the all-powerful Ministry of 
Finance (MoF). 
Hard-earned wealth could 
be. frittered away, officials 
might argue, if deregulation 
were to move at the hectic 
pace of the US or Britain. It 
s, after all, more difficult to 
reimpose: controls, once re- 
moved, than:to loosen them 
slowly. Another point is that 
few interest groups like. 
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_ the MoF, give up their pow- 
zers willingly, particular- 


- Complaints that Japan’ s domestic market for. goods is 
hea jily protected have continued long after the country’s 


> tariff barriers were reduced below those of the US and the 


EC. What is more, the attention of Washington and else- 
where is shifting to the reduction of barriers to free trade in 
services and Japan may, deservedly, bear the brunt of inter- 
national criticism on this score. 

Will Japanese banks follow manufacturers into the inter- 
national-trade dock? There is a certain superficial attraction 
in. this second-wave theory. Japanese manufacturers were 


the ones to benefit from the era of the low yen. Now itis the ` 


turn of the financial institutions to sweep all before them, 
buoyed by the high local currency, Both industry and finance 
have ventured abroad based on a heavily protected home 
market in the initial stages. 


















banking transactions in Japan are laughable. Similarly, 
you can buy a Japanese camera in Singapore at half the 
price it would cost in Tokyo: Japanese companies, in services 
or manufactures, tend to be close-knit overseas, often prefer- , 
ting to do business with fellow Japanese than with foreign 
firms. They all have that infuriating habit of building a large 
share in their respective markets and only then aiming to 
widen their profit margins. 
The similarities begin to peter out at this point. Manufac- 
turers like Toyota and Matsushita grows massive on the 


Ti: expense and inconvenience of everyday retail- 
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ly. when. the countervailing 
forces in private business are 
disunited- and are. battling 
















against each other to pre- 
their’. own: “privi- 
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Until the playing: field is 
_ levelled to, that of the US or. 
Europe, Japanese banks and 
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brokers ‘will find it hard-to 





efend themselves: against 
the charge that they:do not. 
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deserve their current pre- 
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worldwide es on of a branded 
such claim to fame. Who in Boston 
Dai-Ichi Kangyo Bank? 

In theory, all that capital surplus could go through foreign 
financial institutions rather than Japanese ones. The banks 
and stockbrokers from Tokyo are at the head of the league 
but are still imitators, not innovators, of financial products. 
Japanese manufacturing exporters shifted gear to innovation 
long before they had clawed their way to the top. 

Japanese financial institutions feel less comfortable than 
their Western rivals with new-fangled instruments like cur- 
rency swaps. They lack the trading nous of a Salomon 
Brothers. But they are learning fast and are beginning to re- 
cruit the top graduates of local universities. Actually, the 
weakness of Japan’s financial houses is more basic than sim- 
ple technological backwardness. In short, they are not inter- 
nationally minded enough. This is also true, still, for the 
manufacturers, but the human factor is more important in 
services like banking. 

An American stock analyst in Tokyo who used to work for 
one of Japan’s biggest securities houses and is now employed 
by a Swiss competitor puts it bluntly: “Japanese financial in- 
stitutions will have to start treating foreign employees like 
human beings.” Of course there are exceptions to this, but 
they tend to prove the rule that Japanese firms simply do not 
place foreigners in powerful positions if they can possibly 
help it. 

on-Japanese financial firms do not monopolise wisdom 
in this respect, but they are generally more willing to put a 
foreigner, whether he (and, often, she) is Japanese or Vene- 
zuelan, into a responsible job and give him the freedom to 
make money. Japanese houses are making up for their de- 
ficiencies by buying brains, but skilful financiers will not stay 
if they are deprived of responsibility to match their salaries. 

The failure to make the most of foreign talent is only part 
of the problem. Few Japanese speak English even in the most 
centrifugal financial companies, and the English language 
will remain the multinational medium of moneymen, high 
yen or no. Despite their recent expansion abroad, all Japan- 
ese financial companies (with the possible exception of the 
Bank of Tokyo, originally the only bank given foreign-ex- 
change business) remain inward-looking. 

Even a firm like Nomura Securities, which aims to be- 
come a global investment bank, is still overwhelmingly re- 
liant on its Japanese business. Only about 10% of Nomura’s 
total revenues come from overseas. 

There is a deeper difficulty of which the lack of English is 
only a symptom. The evolution of a single worldwide capital 
market is still a long way away, but its attainment seems in- 
evitable. The companies which mediate between the world’s 
savers and investors at the lowest cost and with the best ser- 
vice will scoop the prizes. A preponderant share of those sav- 
ings comes from Japan, and that money is the source of the 
pe of its financial institutions and the country as a whole. 

ut that fact is only one side of the equation. Japan’s share of 
global investment will dwindle, so its financial institutions 
will have to reach a very different clientele which will de- 
mand much more flexibility from the providers of capital and 
their intermediaries than the Japanese are used to. 

Nothing has been said so far of the Crash of 87. At the 
time of writing, Japan had suffered least of all the main capi- 
tal markets. If it remains more or less unscathed, Japanese fi- 
nancial institutions are likely to emerge even stronger com- 
pared with their foreign rivals. Of course, a collapse of the 
Tokyo stockmarket, coupled perhaps with a slump in local 
property prices, would wipe out much of that advantage. By 
Western standards, both land and equity prices in Japan are 
still vastly overvalued. 

A bigger crash may still come, but if it does, Japan is un- 
likely to suffer more than any other large economy. But the 
Great Depression struck well into middle age in the era of US 
financial supremacy. A repeat performance would therefore 
be taking place much earlier in the age of Japan as financial 
superpower. Could a slump nip it in the bud? oO 
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SAVINGS 


A minister of 
finance in 
every household 


By Nigel Holloway in Tokyo j 
t is worth looking closely at the reasons why Japan’s | 
l financial companies are behemoths and:whether the 
factors that made them that way will continue for much — 
longer. One fact stands out: Japan’s enormous financial sys- 
tem is the most tightly consolidated for its size in the world. | 
There are only a small number of domestic firms operating — 
within the industry and the authorities want to keep it that 
way. They like the solidity this engenders. a 
The US has about 14,000 banks. There are only 87 in 
Japan, which has an economy slightly over half the size of | 
that of the US. The securities industry is even more concen- 
trated. There are 87 Japanese companies belonging to the — 
Tokyo Stock Exchange, but only four stockbrokers — Nom- 
ura, Daiwa, Nikko and Yamaichi — account for almost half 
the trading in equities and two-thirds of that in convertible | 
bonds. ce 
National income is a poor measure of the size of a finan- 
cial system. Gauged in terms of the amount of gross financial 
assets, a better method, the total held in Japan at end-1985_ 
was ¥983 trillion (US$7.3 billion), 43% of that of the US. 
Since then, the yen has doubled in value against the dollar. 
The rest of the world began to get an inkling of the fina 
cial powerhouse Japan was pone. only when Japan started | 
to export capital in a big way from the early 1980s. Long-term 
capital outflows had begun to grow significantly in 1971-73 — 
and 1977-79, but they were curbed each time by the two oil | 
shocks. After adjusting swiftly to the second oil crisis, the 
outflow of capital has turned into a flood. í 
Gross long-term external assets outstanding grew from 
US$88 billion at the end of 1980 to US$476 billion last year. | 
Gross short-term assets jumped from US$72 billion to 
US$251 billion in the same period. Gross liabilities, particu- 
larly short-term ones, also climbed dramatically, but not as 
fast as assets. ae 
The result: Japan emerged as the world’s biggest creditor | 
























How. has this come about? Because of Mariko Watanabe, 
usewife and mother of two who lives in Niigata. She is the 
in her household and operates a highly 
ary policy, saving for her old age and that 
ra better pice to live and for her child- 


f Japanese finance ministers like her 
usehold’s income. Only Italy among the 
tions saves more relative to income,,but of 
gs market is by far the biggest in absolute 
and Co. sated 749. 6 trillion last year, more 


plant and equipment while the Goverment! s$ own capital 
spending on roads and hospitals has been curbed to reduce a 
public-sector deficit which ballooned in 1973-79. Domestic 
savings minus domestic investment equals 3% of GNP. 

That money has to’go somewhere. Worryingly, too many 
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e for other people’ s money. 

The overdependence of each country tinaaeially on the 
other was too precarious to last and is coming apart at the - 
moment. Even if the US is able to remove its current-account 
deficit entirely by 1990 (quite possible if it enters a ‘steep re- 
cession), its net external debt will rise to about US$700 bil- 
lion by the end of 1990 compared with about US$400 billion 
today. By then Japan’s net external assets will have risen to 
US$400 billion, predicts the Nomura Research Institute. 
Channelling all that money presents a tempting opportunity 
for Japanese and foreign financial institutions, but it could be 
a bit like riding a tiger if foreign exchanges do not settle 
down. 


best, the long-term prospects for Japanese. savings 

seem clear. Household savings have already fallen from 

their peak of 23% of disposable income in 1974 to 16% and 
will continue to drop as Japan’s population grows older rapid- 
ly — faster than in any other big industrialised country. The 
abolition of tax exemption on most savings deposits from April 
1988 is not likely to speed up the process much, economists say.. 
On present trends, the number of Japanese over the age 

of 40 will increase by 43% between 1975 and 1990. By then, 


At the next two or shige years look volatile at 





































Nigel Holloway in Tokyo 
the greying of Japan, the rapid growth of savings and of 
~ financial assets in general, the export of that surplus of 
money, the country’s massive industrial strength — all 
e factors have contributed to the transformation of 
yo into the leading financial centre in the Asian time 
ne. Nobody predicted this would happen so quickly. 
- When Hongkong had palpitations in 1982 ‘over the 1997 
dover to China, moneymen pondered whether Tokyo or 
apore would take over from the colony as the Asian cap- 
of capital. With that question now resolved, Japan looks 
progressing even further. A survey in August 1987 of al- 
100 executives of foreign banks and brokerages in 
okyo, onducted by the Japan Centre for International Fi- 
ce, found that most respondents predicted Tokyo would 
urpass London to become. the world’s second most impor- 
tant financial centre (after New York) within five years. 
<- Only one factor stands in Japan’s way. Its financial mar- 
kets are coddled and over-regulated. They still have a long 
ay to go before they operate.as freely.as those in the US and 
stern Europe. Their feet are bound in three ways: 
Controls on prices. The official discount rate, prime lend- 
g rates and government-bond issue prices are all fixed by 
the Bank of Japan (BoJ — the central bank) or the Ministry 
of Finance (MoF). The interest rate on some 75% of the total 
sum placed in banks’ time deposits is still controlled. 
Restrictive practices. These range from the. segmentation 
he finance. industry to barriers to entry by foreigners into 
various activities, including the government-bond market. 
hort-term credit banks are not allowed to issue debentures, 
trust banks and 











life insurance firms are allinya to E: 


manage pension funds. Article 65 of the Securities and Ex- 
change Law, modelled on the Glass-Steagall Act in the US, 
separates banking from the securities business. 

>» Market intervention. Although interest rates have been | 
liberalised and barriers chipped away, the authorities are 
loath to abandon their old ways of controlling the money and 
capital markets. Steps to introduce an open auction system 
for issuing government long-term debt are slow and hesitant 
for this reason. The market for certificates of deposit (CDs) 
is supposed to be free, but the BoJ sometimes intercedes in 
negotiations between a stockbroker and an issuer if it isun- 
happy about the terms. 

I these distortions threaten to block the Japanese Gov- 
ernment’s professed aim to create an international finance: 
centre. This does not mean that Tokyo needs a Big Bang like 
London’s in October 1986. The MoF is rightly wary of the 
risks involved when it looks at the number of bankruptcies 
among financial services companies inthe US. = 

The trouble is that the pressures building up behind offi- 
cial barriers are now so strong they threaten to demolish the 
dam before the authorities can build new channels for the 
floodwater. Japan is now more than halfway through its pro- 
gramme of deregulation. The remaining tasks may be com- 
pleted more quickly than anybody now imagines.. ` 

The pressure pushing the government of Prime Minister 
Noboru Takeshita is coming from several different directions 
at once. Take the issue of internationalisation. At first sight, ` 
it may appear that only foreigners are calling for Tokyo to 
open up its financial markets, but this is far from. the case. 
The slow pace of reforms has encouraged Japan’s institutions 
to go abroad in search of ways around domestic controls. 

The more liberal rules for yen-denominated financing in 
the Euromarkets than those at home have. led. to what 
Takeshi Ohta, deputy governor of the BoJ, calls:“a kind of 
deindustrialisation of Japan.” Japanese firms are more. fre- 
quently going overseas to raise money, and financial institu- 
tions are following them. “We should take more steps to 
liberalise restrictive rules and practices,” Ohta says. 

Japan’s banks and stockbrokers would dearly love to grow 
quickly overseas by acquiring sizeable financial institutions, 
but there would be vehement political opposition abroad to 
such a move without further steps being taken to open 
Japan’s financial markets wider to foreign competition. 
Of the sires main centre 
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to 20% by the year 2010. Fe 
The biggest savers are those aged 35-45, so the savings 
ratio will fall as their numbers decline. The rate of descent 
will accelerate as the proportion of “dissavers” (those aged 
over 65) rises. This is the main reason why the government 
wants to eliminate its budget deficit by the end of March 
1991. Even though its state pension scheme is not particularly 
generous, claims on the public purse will grow with the grey- 
ing of Japan. E 
Its external surplus 
Peter Morgan, ch 
Zoete Wedd, Japan’: 
could fall from 3%: no 
the country may beco: 





ay also disappear, too. According to 
: iist-in: Tokyo. of Barclays de 
vings (savings minus investment) 
‘0 by the turn of the century-and 
ive capital importer by the 
year 2010. This is unlikely to feel as painful as it sounds, cer- 
tainly far less uncomfortable than it looks like being in the 
US, because Japan will be able to live off its huge overseas as- 
sets for quite.a while. : 
Even if the flood o 
financial institutions whict 
more than capable of loi 
extra trillion yen or two fin, 
fits of the growth in. 1: 
spread. 
. Total personal savings 
March 1978 and Septet 












al exports recedes, the Japanese 

d their way overseas will be 
g after themselves without an 
tal surplus. At home the bene- 
ivings have been pretty evenly 


150% to ¥524 trillion between 
986. Personal deposits rose 
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Borrowings [11.8% 


% 

















Tokyo, only London does not separate banking from securi- 
ties dealing, so competition between the two types of institu- 
tion should be most keen there. Several British investment 
banks. are tempting takeover targets; they are under- 
capitalised and have lost ground after the Big Bang, but have 
a lot of highly valuable skills: ae i S 
The barriers against a foreign acquisition have been raised 

a bit with the British Banking Act, which came into éffect in _ 
October. Any buyer of 5% of the shares of.a British ba 
must notify the Bank of England, and a 15% purchase can be. 
blocked by the authorities if the acquirer’s own country does 
| not offer reciprocal access to British financial institutions. 
























JAPAN: 
; ANDANVEST! 
slightly more slowly, by 128% to ¥326 trillion and commer- 
cial-bank deposits slower still — to ¥ 103 trillion, an increase 
of 113%. The biggest gainer was the post office, the world’s 
largest deposit-taker, whose 22,000 branches: have taken in 
¥107 trillion of people’s savings, an increase of 183% in 
those eight-and-a-half years. . Shi 

The increase in personal holdings of fixed-it 
and investment trusts has also been substantial, 
dramatic rise has taken place in the insurance bu: 
families turn to things like annuity policies to prepare for 
age. Savings through insurance policies have grown to ¥ 
trillion, a jump of 247%. Just under a third of that has be 
soaked up by one institution, the post office's life-insur: 
scheme, with the rest divided about 5:1 between the 24 li 
surance and 23 non-life insurance companies respectivel 

Apart from the agricultural bank, the Norinchukin, tl 
insurers represent the largest group of institutional investo 
in the world. This elite club, plus the leading commierci 
| banks and the main securities houses, are the ones to wat 

The development of the world financial markets will to a di 

proportionate extent be determined by these institution 
Who knows, even Norinchukin. might tag along. It is aslo 
moving and conservative animal, but it is already. the bigg 
single supplier of cash to Japan’s short-term money mark 
and has been operating in New York since.1982 and Londo 
from last July. Be PE nag EE 





There are more than 60: Japanese securitie 
firms in London.and only a handful of Britis 
- brokerages in Tokyo. a 
< These pressures on the authorities are e 
sentially derived from the economic force: 
that. have shaped. Japan's’ financial system 
. The framework constructed.after 1945 was de 
signed with two- main aims. Rigid control 
were established to prevent the sort of fin: 
cial instability which dogged Japan in. 
1920s and 1930s: Second, the financial ir 
tions were set up to channel scarce credit. 
dustry. Ree ag 
As growth slowed after the first oil shock 
Japanese manufacturers needed less money ti 
buy new equipment. The government opera 
ed a budget deficit as welfare spending ros 
and so-had to liberalise the: bond market 
make its sales of securities more attractive 
growing concern about old age prompted th 
Japanese to look harder for higher yielding as- 
sets to protect their savings. A wider curren 
account surplus prompted. the authorities t 
remove controls on the movement of capita 
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months later, and now the minimum size is down to 
“million. The lowest amount for free-rate MMCs was cu 

- ¥10 million last October and the MoF is expected to ha 

~ the minimum size of CDs and MMCs early next year. 
The internationalisation of the yen, effectively initiate 
the relaxation of exchange controls in December 19: 
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ccelerated partly under pressure from the US. Euroyen 

is to non-residents were allowed from 1983. In the follow- 

ng year foreign and Japanese companies were authorised to 
ue Euroyen bonds, and restrictions on swapping yen into 
other currencies were abolished. In December 1986, the gov- 
‘rament launched an offshore money market, free from in- 
terest-rate regulations, deposit insurance and.reserve re- 


quirements. Bi 
The result of allthis has been to produce a curiously hy- 


‘brid financial system. At home, the money markets have 
grown from ¥32.2 trillion in liabilities outstanding in 1984 to 
-¥77.7 trillion at the end of 1986. Yet fixed interest rates on 
ome instruments exist side-by-side with free ones on-others:. 
<0 The offshore market had US$187.5 billion in assets as of 
August, only nine months after it opened, but most of these 
were. transactions. between Japanese banks. Beyond is a 
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low. 


banks are pigeonholed into separate jobs, a relic of the days 
when it was thought that rapid economic growth was helped 


What has lagged. furthest behind is the way Japanese | 


by banking specialisation. This form of apartheid seems in- 


creasingly artificial. i : ; 
According to the separate laws for each category en- 


acted in the late 1940s and early 1950s, the city banks were 
limited to lending up-to three years and were funded by 
fixed-rate deposits with a maximum of three’years’ maturity. 
Of these, the Bank of Tokyo was originally the only foreign- 
exchange bank and it alone could operate overseas branch- 
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The 64 regional banks can do the same sort of business. 


prefecture. In contrast, the 68:sogo banks are limited to lend 
to firms with up to 300 employees ora capitalisation under 
*¥800 million. 

So lending to the larger companies was parcelled out be- 
tween the city banks. andthe three long-term credit banks, 
which, as their name. implies, «were allowed to lend for 
periods of no less than thre years and to raise money by issu- 
ing long-term debentures -seven trust banks could do 
everything the city bank: but, in addition, offer trust ser- 
vices. Only they and tl nsurance firms and Daiwa Bank 
can manage pension funds. On top of that of course was the 
separation between the and the securities firms. 

As the financial ma: pan have become more com- 
petitive, each category ion has invaded the other’s 
turf. More than 50 sogi ‘hange foreign currency. 
inch in London. Long-term 
own sharply as their tradi- 
ind they have matched 
Pattern funds for long-term 
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ones. 
he MoF’s tactic | coming the vested interests ts fight: 
| ing for territory i er the loser something in return 
for the ground it has lost. New instruments, like com- 
mercial paper in November 1987, have been opened to both 
banks and brokers. Floating-rate notes and shelf registration 
of corporate bonds will follow next year, threatening banks’ 
traditional business. In return, the banks will be allowed to 
underwrite more domestic securities. 

And yet the barriers still stand. This may Seni os quite 
rapidly now that the MoF’s Committee on Financial System 
Research has published its report, which leaves no doubt 
about what steps the government is likely to take, though it 
Hops short of recommending the abolition of apartheid 
within banking. The stockmarket plunge does not seem to 
have slowed down the process at all. This means allowing city 
banks to issue long-term debentures soon, removing remain- 
ing distinctions between Sogo banks and others, perhaps 
even open up the pension-fund business, 

Removing the barrier between banks and securities 
houses is another matter. Senior officials in the MoF and the 
Bank of Japan’s Ohta have said that even if the US abolishes 
the Glass-Steagall Act; Tokyo will not automatically follow. 


They say the matter is made more complicated. by the fact 


that it would involve changing not one piece of legislation but 
three, the Banking Law, the Securities and Exchange. Law 
and the Securities Business Licensing Law, For the moment, 
they soe content with the two sides continuing to under- 
mine.the wall dividing them. 

As for the deregulation of interest rates, the biggest re- 
maining obstacle to complete freedom, finance officials say, 
is the Postal Savings Bank, the bete noire of the commercial 
banking community. They hate its special privileges —a gov- 
ernment guarantee, no reserve requirements, no dividends, 
no stamp.duty — and the fact that it is not under the control 
of the MoF, but the Ministry; of Posts and Telecommunica- 
tions. 

- Thanks to its 22,000 branches and special interest rates, 
the Postal Savings Bank’s share of total individual deposits 
has doubled by a third by value in the past 20 years. By chan- 
nelling its funds directly into the financing of government 
pending i through the MoF’s trust-fund bureau, postal sav- 
ings has largely escaped the icy blast of competition. 

Not for much longer, it seems. The commercial banks and 
| the Postal Savings Bank are talking to the MoF about 
liberalising interest rates on what will be called money-mar- 








by both sets of institutions early next year. The minimum size 
will be ¥3 million, a tidy sum but a lot smaller than that for 


fr eing the price of money inJ apan; 
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the 13 city banks, but each is limited to operating in a single 





- been caused partly by the investment. 





ket.small savers certificates, a new instrument to be offered: 
- Bank of kanai and Mitsui proved. particularly oa at 


; MMCs. It would represent the biggest single step toweri a 1 







Overseas markets 
prove difficult 
to penetrate 


By Nigel Holloway in Tokyo 
Ae they do not like the idea of having the 




















































pigeonholes taken away from them, Japan’s banks 

as a whole will emerge stronger — not weaker — fi 
deregulation. It is an awkward time for them. While unive 
sal banking seems the coming thing, their specialities are : 
anachronism. They have outgrown Japan and the rest of 
world beckons. But commercial banks are supposed to be old 
hat as money-raisers pay off their bank loans and issue nego- 
tiable securities instead — and that is'a business which is out 
of bounds both in the US and at home. 

Until syndicated lending becomes fashionable again, 
global banking will prove elusive. Because of protectioni 
and high costs, Japanese banks can be little more than ma 
nal retail operators abroad. Their attempts to pénetrate th 
US have met with only limited success. They accounted fi 
8.4% of corporate loans there in 1986 (roughly the same 
share as in the non-bank loan market in Britain): 

No fewer than nine of the city banks have attempted to 
form a beachhead in California and, with the exception 
Dai-Ichi Kangyo, all are achieving a higher rate of return 
than in Japan. By 1991, Californian banks are likely to have 
access to 11 other Western states in the US, but banks from 
the East Coast are also expected to musele in. 

Until Sony’s US$2 billion acquisition of CBS Records i in 
November this year; Fuji’s takeover of Heller International, 
a commercial-finance firm, was the most costly takeov 
by a Japanese company in the US. As well as paying US$4. 
million for Heller in 1984, Fuji has since then pumped in a 
further US$725 million to bring its purchase back to profit- 
ability. 

Sumitomo Bank paid US$500 million fora 12.5% share 
Goldman Sachs’ profits in August 1986 in the most ambitious 
attempt by a Japanese financial institution to leap into Am 
rican investment banking. But the US Federal Reserve 
Board attached such. stringent conditions to the deal th 
Sumitomo has gained nothing strategically from the ventur 
The resignation a year later of Sumitomo’s president and 
chief executive, Koh Komatsu, is widely thought to have 





Every self-respecting city bank wants to move into invest- _ 
ment banking, while keeping one foot firmly in the domestic 
retail business. Their enthusiasm for securities seems undim- 
med, despite what has happened to equities and bonds in the 
past few months: There is no retreat from these new fields‘of | 
endeavour for the big’ five Japanese banks, says Masahiro 
Yoda, a general manager of Sanwa Bank (the smallest of the | 
five) and a former chief executive of its investment bank in 
London. He believes the post-crash evaporation of liquidity 
in the Euromarkets is just a temporary setback. 

They have proved as nimble overseas as they are slo 
moving at home, capitalising on the. dramatic increa 
in -Euroyen activity. Yen-denominated issues in the first 
half of 1987 totalled US$17.6 billion, almost the sam 
as for the whole of the. previous year. Mitsubishi, Fuji, 











































































tity banks. es 
The long-term banks have more skills, better contacts in 
-industry and lower overheads the city banks. But then 
the long-term institutions are nes who have lost a role 
and are looking for a new one. It would be unwise for the city- | 
banks to give up their retail operations. Even after deregula- 
tion, this business will still be profitable — as Britain’s clear- 
ng banks have found. ja ; 

_ The job the three had was to fuel the industrial miracle by 
financing companies’ long-term borrowing (lending for terms 
-of more th ree years). Now. their customers are either 
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‘The Ministry of Finance (MoF) says this problem will dis- 
appear as interest rates on smaller deposits are liberalised. 
With only a tenth the number of branches per firm compared 
with city banks, the long-term institutions’ costs are much 
lower. Kurosawa believes the long-term banks:can_ afford 
half the margins between fund costs and lending rates needed 
by the city banks to make a profit. ai, to ne 

Japan's seven trust banks are wedged in between. They 
have more branches than the long-term banks, buta lot fewer 
than the city banks; Funded by high-yielding deposits and al- 
most 9% of their trust accounts, the trust banks can do. much 
of the same business as the city banks plus fund management. 
Their traditional activity has been lending at long-term prime 
rates and gathering what are called loan trusts-which pay 88 
basis points (just under.1%) below prime. > : 
This may seem an awkward position to be in, but the trust 













rich in their own right, or tapping the securities markets, or 
i > Such as. the dock- i 
ing operators. But” 
is left the long-term 
anks with an unrivalled array of 
ontacts in industry. IBJ’s annual re- 
t 90%: of Japan’s 200 
largest. firms are its customers: 
About 200 quoted firms have ex-IBJ 
en among their senior. manage- 
‘ment. . x 
The long-term banks, unbehold- 
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banks are nothing if not flexible. When foreign-exchange 
controls .were relaxed, they went 
heavily into “impact” (foreign cur-- 
rency) loans- to- Japanese firms. 
Thanks to the rapid growth of pen- 
sion schemes, their specialised trusts 
for managing these accounts have 
more than doubled in the past.five 
years to ¥15.4 trillion. >- 
The growth of the tokkin funds- 
has also helped them: These became. 
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y category as at 
August 1987) 








en to any industrial.grouping, have 
‘normous influence. They can pro- 
ide information and advice, shep- 
herd clients to the securities market 
d of course still: lend money. Al- 
ugh they are forbidden from 
nderwriting corporate securities at 
home or lead-managing Eurobond 
sues for Japanese firms, they can 
ill act as: a commissioned bank, 
which means helping a client with 


popular because they are anonym- 
ous and because when shares are ac- 
quired through them the purchaser 
‘does not have to revalue existing 
holdings of the same stock. If a capi- 
tal gain was actually booked instead, 
the holder would have to pay tax. 
When companies’ cash reserves rose 
sharply in the mid-1980s, a lot of 
that money went into such funds — 
and therefore into trust banks, 
“Money in trust,” a- category 








the terms and conditions of an issue. 


‘which «includes -tokkin, trebled in 








They have not been slow to make 


value to ¥29.4 trillion between end- 





of these resources. In 1985, 1BJ 
ght J. Henry. Schroder Bank & 


1984 and August 1987, This was 





Trust, a New York investment house, 


pure gravy for the trust. banks. As 











and followed that in 1986 with the . 








the custodians, they receive 20% of 








acquisition of a US primary. bond 
dealer, Aubrey G. Lanston. Last 
July, Lanston was given permission 
to open a representative office in Tokyo, thereby undermin- 
ing further the wall which has long separated banks and secu- 
ities houses... eae: 


E 


urope is a tempting place to grow because securities 
business and. banking are not forcibly separated, but 
fmm protectionist sentiment runs deep. Yoh Kurosawa, one 
of IBJ’s deputy presidents, says he would buy a British house 
only if the host country was welcoming. West Germany 
might be more attractive, he suggests. By contrast, LTCB 
wasa little slower in moving abroad and its attempt to pur- 
se a US bond dealer has fallen foul of the Federal Reserve 
has set up a merchant banking division and 
mergers-and acquisitions specialist. 
term credit’banks are not the’only ones to see 
onal clientele move away. City banks are in the 
apanese companies: capitalised at more than 
cut their bank borrowing from 





stitute expects this to fall. to 21% by 1990. 
Tesponded by entering enemy terri 





the commission on: equity transac- 
tions paid. to the stockbrokers. And 
on top. ofall this, they have alu- 
 crative business in land trusts, an 
area off-limits to other banks. In this case, they become the 
legal owner of a piece of land and take responsibility for de- 
veloping it, ultimately repaying the profits to the original 
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Ta lor-Made Services 
for Worldwide Markets. 
Just One Fuji Advantage. 


No matter where you do business, or what kind of business you do, 
chances are Fuji Bank can offer the services best suited to your 
particular financial requirements. 

In 40 cities overseas, we're developing innovative systems and 
strategies offering services uniquely fitted to each of our markets. 

And all our services are backed by Fuji Bank’s strengths as Japan’s 
most profitable commercial bank. 

Responding to a changing financial world with innovative thinking 
and custom service. 

That's just one of Fuji’s many advantages. 


U FUJI BANK 


Tokyo, Japan 

















Overseas Network 

Hong Kong, Seoul, Singapore, Jakarta, Manila, Bangkok, Kuala Lumpur, 
Beijing, Shanghai, Dalian, Guangzhou, Shenzhen, Sydney, Melbourne, 
London, Manchester, Düsseldorf, Frankfurt, Munich, Zürich, Brussels, 
Luxembourg, Paris, Milan, Madrid, Bahrain, Tehran, New York, Los Angeles, 
Chicago, Houston, Seattle, San Francisco, Atlanta, Miami, Toronto, Mexico 
City, Sao Paulo, Colombia, Grand Cayman 


Heller Financial, Inc., Heller Overseas Corporation 











Akira Takahashi 
Director and 

General Manager, SIAMI 
lokvo 669-8752 


Ye didn't know that there's a better approach to asset 
management in Japan? There is. It’s called S/AMI (‘Sanyo 
Investment Advisory and Management International’). It’s a rigorous, 
quantitative strategy that uses the latest developments in financial 
technology. Nobody else in Japan has anything like it. 
Nobody. To find out more, give us a call. 


=. SANYO SECURITIES 


T Japan’s fastest growing securities firm 
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IKKel Drdges 
the information gap. 








 Byabody talks about getting to know the 
_ Japanese market. But almost nobody seems to 
know where to begin. 


wide range of special features and comi 
written especially for its pages. i 5 
We also support a worldwide information net- 























There’s no better place to start than Nikkei*, work in English that can give you a whole new _ 
Japan’s most authoritative source of economic perspective on the business scene in Japan. And 
news for over 110 years. help you stay a step ahead of changes i in today's 

At the heart of our news coverage is The Nihon global economy. 
Keizai Shimbun, Japan's leading business daily — With Nikkei's online computer services, you can 
with a circulation of over 2.6 million — it's now tap into economic news flashes, up-to- -the-minute 
printed (in Japanese) simultaneously in Japan, on stock quotes from Tokyo and background informa- 
both coasts of the U.S. and in Europe. tion on leading Japanese corporations. 

The Japan Economic Journal, a comprehensive The bridges are already built. For more infor- 
weekly survey of Japanese business and finance, mation about how easy it is to cross them, please 


-provides a summary of The Nihon Keizai Shimbun contact the Tokyo Head Office listed below. 


reporting in English. Every issue brings you news * Nikkei” refers to the comprehensive information group: 
about government policy, trade, technology, new consisting of Nihon Keizai Shimbun, Inc. and associated : 
products and the Tokyo stock market. As well as a companies. 


THE JAPAN ECONOMIC JOURNAL 


Nihon Keizai Shimbun, Inc. _ 


: ‘igo Head Office: 1-9-5 Otemachi, Chiyoda-ku, Tokyo 100, Japan Tel: (03) 270-0251 Tel lex: 122308 NIKKEI Cable NIHONKEIZAI TOKYO 
Nihon Keizai Shimbun America, Inc. Room 1802, 122] Avenue of the Americas, New York, NY 10020 Tel: (212) 512-3600 = 
-Nihon Keizai Shimbun Europe Led. Cen re 45, 45 on Il, London EC2M 5 STE pa 























And our future includes you, wherever 
your business may be in: Asia. 
= That's why Daiwa Bank opened a Bangkok 
representative office Jast month, and took 
the lead equity position in the Multi Credit 
Corporation of Thailand. That is also why 
we plan to enlarge our extensive regional 
network with a greater presence in South Korea and China. 

You'll find we have a solid foundation 
to build on. Daiwa Bank is the sole 
Japanese city bank offering a fully inte- 
grated array of services—from general 
banking, international finance, and real 
estate all the way to pension trusts, 

where we're No, l. 

More than 190 Daiwa Bank branches 
throughout Japan reinforce our 











gkok representative office 
J a newly opened. 











overseas branches. and representative offices 
in all the world’s main financial centers. 

So when you contemplate how far your business has come 
and where you're going, consider building for the future along 
with Daiwa Bank. 





a fully integrated banking service - 


WDA WA BANK 











Head Oifice: 56, Bingomacht 2-chame, Higashi- Kü ka S41, Japan ‘ 
International Banking Headquarters (Tokyo Office): 1-1. Otemachi 2chome, Chiyoda-ku, Tokyo 200, Japan 
Overseas Branches & Agency: London, New York, Los Ang Frankfurt, Singapore & Hong Kong. : 
“Overseas Representative Office: Sydney, Sao Paulo, Houston, Paris, Panama, Bahrain... 
Mexico, Vancouver, Jakarta, Seoul, Beijing, Chicago, Kuala Lumpur, Zürich, Shanghai & Bangkok 





‘Subsidiaries: Daiwa Bank ‘Trust Company, New York; Daiwa Overseas Finance Ltd, Hong Kong 2 
’ Daiwa Bank. (Capital Management} Lid; London; Daiwa Bank Canada, Toronte 
į inanz AG, Züri; Daiwa Finance Australia Lids Sydney — 
‘Bank Perdania, Jakarta: PT. Daiwa Lippo Leasing Co., Jakarta 
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Me Aat a alia 
fits from trading foreign exchange and bonds were 
also healthy, making up 29% of cabs profit (less securities 
sales). The result was that city banks’ pre-tax profits in the 
year to March 1987 rose by 40% to a total of ¥1.6 billion on 
revenue of ¥ 16 trillion. Income before tax increased another 
22% in the six months to September 1987, compared with the 
same period the previous year. 

Such high profits are an unusual phenomenon for the Ja- 
panese banks. They have always been more concerned about 
market share — in part, some say, because of the restrictions 
on free competition at home. There were 26 Japanese banks 
in the top 100 worldwide in terms of assets in 1986, according 
to The Banker, but none made the top 100 in terms of return 
on assets. 

In addition, Japanese banks have not increased their capi- 
tal and reserves in line with the athe in their assets, relyin 
instead on sales from their hidden holdings of stocks an 
bonds to offset losses on bad debts. According to the MoF’s 
definition of capital adequacy (excluding hidden reserves 
and reserves to cover bad loans, while assets excludes acce 
tances and guarantees with negligible risk), the average ratio 
of copia to assets for all 87 Japanese banks was 2.91% in 
March 1986, compared with 5-6% in the US and Europe. 
The lower costs of servicing that capital, competitors 








FOREIGN BANKS 


The outsiders 
find profits 
are elusive 


By Richard Hanson in Tokyo 
W hile foreign banks were flocking to Tokyo with new 





branches in the 1970s, the common complaint was 

about how tightly regulated banking was in Japan. 
One well-known American banker of that era found himself 
inadvertently quoted in a major US business magazine to the 
effect that every time he flushed his toilet, the Bank of Japan 
heard it. 

In the 1980s, foreign bankers look back with some nostal- 
gia to the previous decade. At least they made more money 
then. Liberalisation has, among other things, meant the loss 
of old lucrative monopolies — notably foreign-currency “im- 

ct” loans to Japanese companies, which Japanese banks 
ad been banned from doing. 

Heightened competition and low demand 
for loans has made traditional banking a 
barely profitable business in Japan. At the 
end of 1982, foreign banks held 4.2% of the 
loan market in Japan. As of August, 1987 the 
share had shrunk to 2.2%. Whereas in the 
late 1970s, one European bank felt flush 
enough to offer its entire Japanese staff a trip 
to Europe, by the early 1980s, its Tokyo 
branch ran at a loss for a year, and part of a 
newly-acquired office was sublet. 

e question for many was how to sur- 
vive? To make money on the lending side, 
a number of foreign banks became the chief 
suppliers of funds to such socially du- 
bious borrowers as the consumer finance 
industry, which the Ministry of Finance 
was trying to clean up. More shocking, a large 
number of foreign banks found themselves 
hit with large losses on loans made to Japan- 
ese firms gone bust. 
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argue, enable the Japanese banks to penetrate foreign mar- 
kets more easily than if they had to have higher capital ratios. 
In order to forestall charges that the Japanese were dum ing 
their banking services on the rest of the world, the MoF has 
required all domestic banks to increase their capital ratios to 
4% by March 1991. This will require the banks to raise more 
than ¥8 trillion in extra ip on in four years — assumin 
their assets do not change during that time. More than ¥ 
trillion was raised in 1987. 

The Bank for International Settlements is to issue similar 
guidelines for all member banks to reach by 1992, and a sec- 
ond ratio in which a portion of hidden reserves will be in- 
cluded in the definition of capital. 

Will it slow Japanese banks’ expansion into world bank- 
ing? IBJ’s Kurosawa says that in future, “we will not place so 
much emphasis on market share. There will be a change of di- 
rection.” Sanwa’s general manager, Masahiro Yoda, puts it 
slightly differently: “Japanese banks’ slice of the world 
market will stop increasing, but it won’t decline.” After 
all, the Japanese already have a third of total worldwide ex- 
ternal assets held by commercial banks. And old habits die 


hard. o 























One example. In March 1984, foreign banks turned up as 
major creditors — to the tune of ¥16 billion (US$118 mil- 
lion) in loans— to J. Osawa and Co., a trading house that be- 
came Japan’s third biggest corporate failure. The last illu- 
sions about dapes as a safe-haven for loans by foreign banks 
were shattered. 

For some of the biggest US banks, the problem of making 
money in Tokyo was made all the more difficult because of 
heavy overheads, bloated staffing and expensive downtown 
premises. What’s more, the process of liberalising and inter- 
nationalising Tokyo money markets was being acted out at 
what seemed a snail's pace, leaving foreigners at a frustrating 
disadvantage in competing for short-term funding with Ja- 
panese banks. 

In the spring of 1986, the Institute of Foreign Bankers 
drew up a list of issues vital to foreign banks in Japan and con- 
cluded: “There is a general consensus that the present 
[liberalisation] plans are not sufficient and that the process is 
too slow to warrant the existence of adequate business op- 
portunities.” 

The banks called for the creation of free yen interbank, 
and improvements in money market practices, as well as the — 
introduction of an effective treasury bills market. They 
wanted all deposit rates to be liberalised, and the Bank of 
Japan (BoJ) to be a bigger provider of funds to foreign banks. 

Not all those demands have been met. The BoJ has al- 
lowed the creation of an uncollateralised 
short-term call loan market that forei 
banks can use. However, Japanese banks 
continue to absorb most of the avail- 
able funds in the collateralised market, 
which boosts the price of funds for for- 
eigners. 

So at a time when Japanese banks are ex- 
panding market shares rapidly overseas, do 
the 79 foreign banks in Tokyo as a group face 
the gloomy prospect of being permanently 
stuck with a 2-3% share of the loan and de- 
posit business in Japan? Is it inevitable 
that about a quarter of the foreign banks in 
Tokyo will continue to report losses, as has 
been the case for the past three years? (On 
average, foreign banks had net earnings of 
only ¥163 million each in the fiscal year 
ended 31 March — small, but still better than 
the average ¥74 million recorded in fiscal | 
1984.) Dy hares. 

Happily, for some of the foreigners, | 






there's a fair chance that business in Toky 
_ Developments over the past two or three y 


_ First, it is now possible in Tokyo to do business that either 
didn’t exist or was artificially constrained. Foreign exchange 
trading has become the top earner for a number of foreign 
banks. Tokyo quickly grew in size to be on a par with New 
-York in daily trading volume once restrictions on forward 
-dealings by Japanese companies were lifted. 
Secondly, a number of key “problems” have been solved. 
_ They include the granting of trust company licences to the 
| nine foreign banks that applied two years ago, and the exten- 
sion of securities licences to 50%-owned. subsidiaries of 
banks, Deutsche Bank was the first to be allowed. Over the 
mmer, four more US banks —- Morgan Guaranty, Chemi- 
cal, Bankers. Trust and Manufacturers Hanover —-. were 
ven the go-ahead. 
Foreign. 










range of services from legally separate units. Having 
shieved that much, they want to go further in pulling down 
e legal barriers separating those units, and abolishing the 
50% rule on broker ownership. 
The question now is which type of foreign banks chose 
which sorts of strategies in Tokyo? The responses have been 
iverse. Some banks have cut back on loans and expanded 
treasury operations. Some have expanded loans to cover 
costs. Overall, foreign bank lending reached a new peak over 
the summer as they took up some of the slack left when the 
central bank urged Japanese banks to restrain loans, many of 
which were being used to speculate in real estate and stocks. 
A few examples: 
» At one extreme, American Express chose to give up its 
_ Tokyo banking licence to qualify last year for a securities li- 
cence for its Shearson Lehman subsidiary. Now that other 


reopen as.a bank branch. 
» Chase Manhattan has chosen to put as many pieces in 
place as possible — bank, broker and trust bank. Two years 
ago the bank was hurting. It embarked on a painful — and 
ill not finished — effort to cut back sharply on bank staff 
nd get into new areas of business. In the process of con- 
solidating, Chase built its own building outside the central 
‘business district, where it gave up a prestigious office. 
» National Westminster Bank, flush with profits in London, 
took up Chase’s old prestigious space in central Tokyo and is 
trying to double in:size to fill it. Natwest also has a securities 
house, Natwest County Securities, which wants a seat on the 
‘Tokyo Stock Exchange. And it has an investment advisory 
company — having decided against going for a trust bank li- 
cence. 
Over the past three years, Société Générale has increased 
its loans and discounts in Japan by 53% to ¥310 billion, mak- 
ing it No. 1 lender among the foreign banks. That was an ef- 
fort to cover costs which expanded four years ago when the 
bank moved into new, more expensive premises. Three years 
ago it posted its first loss since opening as a branch in the 
early 19708 e 
. For the past two years, the First Interstate Bank of Califor- 
ia ha the highest return-on-assets among all the US 
banks in Tokyo (0.73% in the year to 31 March). 
First Interstate ranked 8th among the Americans in pro- 
it, but only 17th in loans outstanding. That reflects a deci- 
ion to get out of lending as far as possible, and into non—in- 
t fee business. About half of First Interstate’s modest 
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y put a new gloss on the prospects for at least two reasons. 
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nks have in effect been allowed to position | 
themselves as universal banks in Japan — offering a full | 


US banks have managed to keep both, Amex would like to , 
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By Nigel Holloway in Tokyo 
i t is not difficult to understand why many prophets had 








been predicting doom for the Tokyo Stock Exchange _ 

(TSE) for at least a year before October's rout, even if it | 
happened to be New York which started it off. A glance at | 
the all-share Tokyo Stock Price Index since the share market 
reopened in 1949 shows why. It took 11 years for the index to 
climb above 100 and the market did not touch 200 until 1971, 
despite several years of double-digit annual economic growth. 

The upward share-price momentum accelerated after that 
and by January 1973, the index had reached 422.48, just in, 
time for an oil crisis to push values down by 40% over the 
next year and a half. Prices did not climb back above the pre- 
vious peak until mid-1978, but since then the market has 
soared to more than four times that level. Even as recently as 
January 1983, the index was only a quarter of its value in Oc- — 
tober 1987 just before the crash — and only a third of the 
level touched by the all-share index just afterwards. 

What goes up can also come down and if shares fell far 
enough, there would be just as much damage to Japan as a 
stockmarket crash anywhere else. National bourses may not 
mesh together very tightly, but inside Japan, banks, securi- _ 
ties companies, the stockmarket,. investment trusts, the” 
property market are all inextricably woven together. y 

In fact, the TSE shed 21% of its value between mid-Oc- 
tober and mid-November. So it still has a lot further to fall to 
match its 1973-74 decline or perhaps to blow off some of the 
speculative froth which helped inflate shares over the past 
couple of years. 

A 21% decline is not much less of a fall than that of New: . 
York, though in New York’s case a 32% fall in the Dow Jones 
Industrial Average occurred within the space of only a week. 
This suggests that the TSE is not as immune from what hap- 
pens on Wall Street as many in Kabuto-cho would like to 
think. But even so, the way shares have behaved on the 
world’s two largest exchanges has been very different during 
and after the crash and that contrast deserves examination. 

While share trading on Wall Street was frenzied and 
neurotic following “Black Monday,” turnover on the TSE 
was quiet, often eerily so, after it got over the initial shock. 
Tokyo’s rise in the worldwide bull market of the previous five 
years had far exceeded that of New York, so Japan had more 
to: lose, but there was little sign of panic. Most people 
explained this by pointing to the difference in economic con- 
ditions between the US and Japan, by institutional factors 
and even by something vaguely defined as “culture.” 

The way the TSE operates had an important effect on the 
stock crash, Tokyo-style, because Japanese share prices can- 
not go into free fall. Unlike New York, there is a daily limit 

averaging plus or minus 15% on the price movement of indi- 
vidual shares. On 20 October, the day after Wall Street’s big 
fall, only 55 sharés out of more than 1,800 firms listed on the 
exchange were actually traded, because the imbalance be- 
tween would-be sellers and buyers was too great. 
= The TSE, which is empowered to indicate a special quota- 
-tion on counters, lowered the price in small steps on untraded 
stocks. Even then, buyers could not be found until shares 


-reached their limit for the day, where they remained until the 


- close when orders to buy at the market price were matched. 
-This mechanism was both good and bad for the market. It 
“was far better to limit price movements than to close the mar- 
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calmed investors who wanted to sell but were powerless to do 
so 





= In other ways, Tokyo’s lack of technical sophistication 
| may actually have helped it. No progres trading (com- 
| puterised buying and selling of shares that is theoretically 
|} meant to reduce risk) takes place in Japan. Options trading is 
not allowed. Futures markets in Japanese shares or stock in- 
dices exist, but are either scarcely used (Osaka’s) or far re- 
| moved from the action (Shigaporni: All these instruments 
| were not to blame for the collapse in other places, but they 
i pay have magnified the effect elsewhere. 
E e pattern of share ownership helped Japanese equities 
quite a lot. In the first two or three weeks after the the TSE 
ped, foreigners were the big sellers, but their withdrawal 
_ made less impact than in other big stockmarkets because 
their total holding was already less than 4% of all quoted 
_ companies and quickly fell to 3% by early November. 

Just as in other big stockmarkets, institutional investors 
| dominate trading on the TSE, comprising 75% of share own- 
ership. In Japan, they operate differently from big investors 
elsewhere. In the US, for example, mutual funds were forced 
to sell on a big scale to meet redemptions by investors. Their 
approximate counterparts on the TSE, the investment trusts, 
are a smaller influence, comprising only about 4% of turn- 
over and shares make up only 30% of the value of the average 
trust. No investment-trust man- 
ager in Tokyo reported large |m 
liquidations. 

__ The other institutional invest- 
ors are a mixed bag. The most 
| prominent in the months before 
| the crash were the corporate 
| “zaitech” specialists, the so- 
called financial engineers play- 
ing the markets with firms’ sur- 
| plus cash. It is estimated that 
| 40% of all quoted companies 
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| made as much money from these 
| operations between mid-1985 and 
| main line of work. That was not 
| difficult, since the high yen ate 
| away so much of their operating 
1 profits. 
| would-be financiers were losing 
| their enthusiasm for the money 
| game long before the stockmarket collapse. In May, the yen 
| bond market nosedived and in September a small manufactur- 
_ billion (US$206 million) from playing the TSE’s bond futures 
_ market. In August, financial institutions became net sellers 
| of stocks for the first time since November 1982. They were 
| net purchasers again in the following month, but the move 
__ This was apparent from the activities of the shady tokkin 
| trusts. Unique to Japan, the tokkin is a special trust account 
| that corporate investors can set up as a tax dodge and is often 
| managed (illegally) by brokers. As their origin suggests, they 
| 1984, but were scarcely the focus of attention after the crash. 
| This may have been partly because the flow of cash into tok- 
| kin had declined since April 1987. At the end of last 
| year they were worth about ¥ 12 trillion. 
| they operate. The tokkin funds used by life insurance com- 
| panies are required to make a dividend payment out of the in- 
come yield but to place capital gains in hidden reserves. 
 Realised capital losses, on the other hand, cannot be 


| mid-1987 as they did from their 
It appears that many of these 
| er, Tateho Chemical Industries, went bust to the tune of ¥28 
a suggested the companies were becoming more cautious. 
have been highly speculative vehicles since their launch in 
Another reason seems to be the regulations under which 
“hidden” but have to be deducted from dividend payments. 
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| ket (as Hongkong did) but it could hardly.be said to have | 






| So unless they can adeptly sell short, the risks are high 
i 


On Life, n's largest firm, 
kin funds have been content to wait on the sidelines. By con- 
trast, its general account has been active in the local 
stockmarket since the crash, picking up bargains, says Tokut- 
aro Hirose, the firm’s executive vice-president in charge of 
investment. The general account's book value totalled al- 
most ¥3 trillion as of mid-November, but its market value 
was nearer ¥ 10 trillion, reflecting the fact that almost all its 
massive portfolio was acquired months and years earlier. 
That buffer enables it to be bolder in a bear market — but as 
a net purchaser, not a short seller. 

With no strong compulsion to unload, the big institutional 
investors have sometimes seemed like mere bystanders 
watching a particularly violent roller-coaster. They have 
stepped in to prop up the market only when things looked 
really dangerous. In the month following the crash, three 
support operations stand out. 

e first occurred on Black Tuesday, 20 October, when 
the market fell 15%, its largest decline in a single day. Brok- 
ers reported that the four largest securities houses — Nom- 
ura, Daiwa, Nikko and Yamaichi — were asked by the Fi- 
nance Ministry to create a market in shares of nippon Tele- 
graph & Telephone (NTT), the heftiest stock listed on the ex- - 
change and whose massive size was about to be made still 
larger by a ¥4.9 trillion share issue by the government on 10 
November. 

NTT was one of the counters frozen untraded at the bot- 
tom ofits daily limit. As a result of 
the brokers’ intervention, 20,000 
shares changed hands that after- 
noon for ¥2.65 million. This was 
slightly above the bottom and a 
shade higher than what the mar- 
ket regarded as the minimum ac- 
ceptable to the Finance Ministry 
for its share sale. 

On 27 October, when morale 
seemed to be sagging again, the 
Finance Ministry held a meet- 
ing with executives in charge of 
securities dealing at Japan’s 
three top trust banks and three 
largest life insurance companies. 
The firms were not asked to sup- 
port the market, merely sound- 
ed out on the prospects for 
shares. But the news of the meet- 
ing was enough to steady people’s 
nerves. 

A few days later, it was the steep rise of the yen that 
alarmed investors, threatening to push Japan once more into 
recession. On 11 November, the Nikkei Index of 225 stocks, 
the market’s main barometer, fell 1,000 points, breaching the 
21,000 level at which a large number of investors would be 
expected to have to top up their margin accounts with the 
brokers. This time, it was the turn of the four large securities 
houses to stage what appeared to be a coordinated purchase 
of shares, thereby pushing the index back up above 21,000. 

Because power is concentrated in so few hands, the mere 
rumour that the big four, for example, which broker half the 
TSE’s transactions, are intervening in the market can be 
enough to support shares. In a country where the creation of 
a consensus is important, the fact that the market leaders are 
not selling is an important psychological influence. Appear- 
ances count. 

It helps, too, to know that the main players are financially 
strong. News appearing a few days before the Wall Street 
crash that Salomon Brothers was slashing the number of staff 
employed worldwide did not help matters in New York. But 
even the big Japanese institutions, for all their muscle, cannot 
prop up a falling market indefinitely. And there is always the 

r that a combined support operation could alarm the 
market and have the opposite effect from that intended. D 
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The desire of the Long-Term Credit Bank of Japan, 
Limited (LTCB), lies in making a contribution beyond 
money — beyond the advancement of funds. Our constant 
endeavour is to provide the added value of both know- 
ledge and experience to ensure the venture’s success, 
which benefits the quality of life for all. 

As a leading international wholesale bank, our global 
financial and business experiences are sizable. Add to this 
our hands-on, day-to-day involvement in the form of invest- 
ment advice, technological or managerial experience, even 
worldwide introductions of complementary industries ... 
all will contribute to your venture’s success. : 

We have as clients many Fortune 500 companies, and 
are acting as lead manager or agent on major interna- 
tional projects in the U.S.A., Europe, Asia and the Pacific, 
We have also funded LPG exploration, financed aircraft 
leasing and tunnel building. 

We are active in Loans and Guarantees, Fund Raising, Š 
Joint Ventures, Project Financing, Mergers and Acquisi- 
tions, Venture Capital, Leasing, Foreign Exchange and 
Investment Services, among others. LTCB and its affili- 
ates have over 60 offices worldwide to lend our expertise 
to governments and private industries wherever and 
whenever it is needed. 


At LTCB we lend more than money... we lend ourselves. 


The Long-Term Credit Bank of Japan, Limited 


Head Office: 2-4, Otemachi I-chome, Chiyoda-ku, Tokyo Tek 211-5111 
Overseas Network: London, Frankfurt, Paris, Brussels, Zurich, Bahrain, New Yorke, 
Los Angeles, Toronto, Chicago, Dallas, Mexico City Panama, Sâo Paulo, Ric de ; 
Janeiro, Hong Keng. Singapore, Being, Shanghai, Guange ik Seoul : 
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Deutsche Bank is a world 
leader in foreign exchange, 
because day in and day out, 
our experience gets the job 
done. ! 

For foreign exchange, as 
well as other investment and 
commercial banking services, 
consider using the experience 
of one of the world’s leading 
banks. 

Contact the Deutsche Bank 
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The crash 
waiting 
to happen 


By Nigel Holloway in Tokyo 

Nin a have been predicting an imminent stock- 
pa market crash in Tokyo for so long that it has become 

something of an ive joke around town. Non-re- 
sidents were net sellers of ¥13.4 trillion (US$98.89 billion)- 
worth of Japanese stocks between the beginning of 1984 and 
mid-November 1987, during which time the market rose 
more than 250% in value. 

Thanks to the rise in the yen, USdollar-denominated in- 
vestors would have stood to have made a total return (capital 
gain plus yield) of 358% in Japanese equities in that time. An 
investment in US stocks would have produced a return of 
only 80% over the same period. Investors based in other cur- 
rencies may not have fared so badly, but all have lost an op- 
portunity in the world’s greatest bull market — now appe- 
rently over. This suggests either that pba, 5 investors have 
been getting the wrong advice about the Tokyo Stock Ex- 
change (TSE), or that they have been ignoring what their 
brokers told them. 

Just because they spectacularly misread the market over 
the past four years, does not mean they will be wrong yet 
again. The chorus of bears has grown louder. The Economist 
on 14 November described the Tokyo share market as “a 
crash waiting to happen.” The Financial Times around the 
same time warned investors to keep “a weather eye on 
Tokyo” where equity prices were “grotesquely overvalued,” 
and Newsweek came out with a cover story pondering whe- 
ther Japan could trigger the Crash of 88. 

The main assumption is that shares are priced far in excess 
of their underlying value. Compared with the companies’ re- 
spective profits, why is the ratio of share price to earnings of 
a Japanese cosmetics manufacturer like Shiseido four times 
higher than that of the equivalent French company, L'Oreal, 
or Fujitsu’s six times greater than IBM's? 

The first answer is: why not? The idea that there is such a 
thing as a global equities market is a myth. Only a handful of 
Japanese shares are listed outside the country. Trading in 
shares round-the-clock would 
require listing all Japanese 
shares on other exchanges, and 
companies listed elsewhere to 
be quoted in Tokyo. Foreign- 
ers have bailed out of Japanese 
equities and are therefore of 
little influence on what goes on 
in future. The proportion of 
foreign-held Japanese shares 
quoted on the TSE was proba- 
bly a mere 3% of the total be- 
fore 20 October and is now a 
lot less — and much of that is 
taken up by, say, Ford Motor 
Co.'s 24% stake in Mazda and 
the like. Shares are priced at || 
what people are prepared to 
pay for them and most of the 
investors in Sumitomo Chemi- 
cal have never heard of ICI, let 
alone invested in it. 

Second, most Japanese 
shares are not held simply as an 
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manage. And member firms of Japanese groupings calle 
keiretsu will hold shares to repel any hostile takeovers. As of 
March 1987, 70.5% of shares on the TSE were held by com- 
panies and financial institutions. 

This means that man 


held. 


To assess the likelihood that shares will fall, it is wo h 
considering why they rose so sharply in the first place. The 
ee ae of credit and the decline in interest rates since 
1982, though not the whole answer, explains a lot of the in- 
crease. Outstanding bank loans and bills discounted have 
risen by 70% since 1982, while nominal GNP rose by 25%. 

The authorities do not disclose a detailed breakdown of 
what the money was used for, but a lot of it went into buyin g | 
shares and real estate. The of both soared: housing- | 
land prices in Tokyo jumped 
example, and shares have boomed since 1982. endin 
real-estate firms rose by 32.2% in the year to August 198 
and to individuals by 24.9% against an overall increase in 
lending of 9.7%. The Bank of Japan (BoJ) and the Ministry 
of Finance (MoF) were known to be worried about the 
growth of iar, for investment in property and shares and 

uly to control such credit more tightly. 

Loans on overdrafts now carry an interest rate of more 
than 6% a year. Yields on Japanese shares are 0.58%, so 
share prices have to rise by more than 5% annually to makea 
share investment worthwhile if it has been made with bor- | 
rowed money. Many share speculators are thought to be | 
heavily indebted and to be paying much higher rates of in- 
terest. Family Shinpan, for examp 3 
pany, is charging more than 9% a year on loans backed by 


told the banks in 


securities as collateral. 


On 13 November, there were ¥6.6 trillion-worth of out- 
standing net-purchase (long) positions financed on margin. | 





y Japanese investors value shares dif- 
ferently to other people. The fact that they do is no guarantee 
that prices will not fall. Indeed, because a large proportion o f 
shares is kept off the market, this could exaggerate price 
changes downward as well as up. As of March 1987, mo re 
than 23.9% of shares were owned by individuals, most of 
whom had no business links with the firms whose equity they 


























5% in the year to July 1987, for | 
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e, a consumer credit com- 









The TSE can alter margin rates | 
to make life easier or more dif- | 
ficult for speculators. Accord- 
ing to the present rules of the — 
exchange, half the investment | 
could have been paid for in 
cash and half backed by collat- 
eral in the form of shares and | 
bonds. Shares are currently a! 
valued at 70% of their market — j 
price. Thus, if a punter’s out- | 
standing long position was 
¥100 million, half that would | 
be paid for in cash and the | 
other half backed by ¥71.4 
million-worth of securities | 
(¥50 million multiplied by 100 | 
and divided by 70). / 
If the stockmarket falls by — 
10%, the initial amount in- 
vested has not changed but the — 
value of the collateral has | 
dropped by roughly 10%. The | 
investor would therefore have | 
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pledge an extra 14.8% or ¥10 million-worth of 
ollateral (the fallin the value of the collateral times 1 eK 
ledge more cash; or reduce his long position (sell stock). 





















e outstanding amount of margin transactions is high by the 
ndards of previous bear markets: in 1973-74, it was less 

1.5% of market capitalisation compared with 2% today. 
mid-November, the Nikkei index dipped fora while below 
| 000, a level which would have triggered a lot of margin 
alls, itowas. said Fe ; : l 


-worth of commercial-bank loans were collateralised by 
ks and bonds, and a further ¥52.1 trillion was backed by 









‘this inflation of credit, accord 


of Tokyo Credit Rating Agency. In May 1986, the Mok 
that all Japanese banks with overseas branches would have to 
conform to a capital ratio of 6% by the end of March 1988 and 
that they could count 70% of the market value of their hidden 
reserves (including share portfolios) in the definition of capital. 
Mikuni believes this practice is fundamentally unsound. 
As share prices rise, banks can increase their lending in the 
knowledge that their capital ratios are being maintained: A 
lot of this lending finds its way into the stockma’ 
share prices rise further. If share prices fall, the op 
curs. Lending is curbed and share prices drop lower still. Or- 
ders from the BoJ to control lending for share purchases | 
could make matters worse, not better. Mikuni began down- 
grading his credit ratings of Japanese banks four years ago, 
because of what he regarded as excessive growth in-assets.«. 
The system may seem to work well when prices of shares 
and other investments rise: It would be interesting to sée how 
well financial institutions could cope if shares fall. Re- 
member, even if shares:move neither up nor down, the costs 
of financing these investments will be too.expensive for many 
to bear. Most of Japan’s large financial-institutions and 
manufacturers have extremely strong balance-sheets, They | 
could be stretched to the limit in preventing share prices from 
falling through the floor. ec Seren + 
























TECHNOLOGY 
Electronic Japan 
oes slowly on 







the Tokyo Stock Exchange (TSE) installed 
st computer in its settlement section. Today, 
he world’s largest exchange, handling a daily 
,000 transactions worth almost ¥45 billion 
_ But despite this early start.and. despite these huge vol- 
imes, the TSE has yet to switch completely to computer trad- 
ing. The most active 250 stocks, accounting for some 75% of 
rading volume, are still traded on the floor of the exchange. 
This is not because the technology is inadequate. In. fact, 
here has been.a.gradual move towards computerisation, 
starting with second section stocks in. 1982, followed.three 
ears later by some 780 first section stocks, and next Maya 
further 100 stocks will go electronic. § >o 0 o0 5 

ather, the Japanese are not convinced that a London- 
arket is the right way to go, They worry 






et, in particular, its ability to move on the 
on which circulates on the trading floor. 


rely electronic they would lose the ès- 








vertible bonds, now floor-traded; will also be automated. In 


E 
simply by circling the appropriate items —- broker code, 
stock code, volume, price and so on. The computer at the ex- 
change registers the order and returns an acceptance notice. 

The advantage of this system, according. to Akihisa 
Takizawa, manager of the TSE’s department of electronic 
systems, is that at the end of the day brokers can quickly con- 
firm what they have bought and sold. Before the system was 
introduced two years ago, all orders had to be written out by 
hand. Keeping track of tens of thousands of such forms was 
an administrative nightmare for brokers. 

Trading in government bond futures. at the TSE, now 
done by phone, will be computerised next May. 111989, con- 


these changes, the emphasis will be on providing systems 
which are solid.and dependable rather than state of the art. 
Earlier this year Takizawa toured exchanges in Europe and 
the. US, where he was impressed by some of the unique sys- 
tems he saw, but not by their reliability. 0 S 

“Over.there,” he says, “the approach seems to be trial and 
error; if it fails, it’s OK. Butin Japan, asystem has to be capa- 

























ectly into their display boards and 
om of the pile, come the other in- 

ic and foreign. news agencies such 

ne end of last year has been allowed 
not allowed to sell bid-and-ask infor- 








TSE. This, says Michael Salamon, mana 
Reuters Japan, “is a very clear barrier against oreigners . . 
want to be treated the same way as Quick.” 


terms with Quick, the TSE’s Takizawa responds, evasively, 
as do occur will not happen overnight. 


main product, fe veka real-time information on stock 
prices, plus the Nikkei 225 average updated every minute 
and news headlines. Last September, it introduced Quick- 
10, a new terminal which also provides information on 
bonds, foreign exchan 
recently been extended to Hongkong. 

Quick is also building itself an international network, of- 
fering services in English as well as Japanese to 32 cities in 13 
countries. “In the past, we were just reponsible for informa- 
tion on Japan,” 


Quick’s corporate planning department, “now that's not 


enough, we have to offer clients information on other coun- 
tries, too.” 

This brings the company directly into competition with 
elerate and 


Reuters and other international vendors like 
Quotron. Quick, in co- 
operation with one of its 
shareholders, Hitachi, is 
also developing a dealing 
room system. Dealing 
room systems happen to 
be Reuter’s other main 
product. 

These visible portions 
of dealing room systems 
are the banks of screens 
that line the desks in brok- 
ers’ offices. At the mo- 
ment, the information 
they display is all analogue 
video, which means that, 
though you can switch be- 
tween the ‘pages’ of infor- 
mation different vendors 
provide, you cannot alter 
the pages themselves. 

e next genration of 
systems will be digitally 
based, allowing dealers to 
take in information from 
several vendors then chop it up, format and display it in any 
way that suits them. In London, such digital systems are ail 
the rage; in Japan, Reuters is about to install its first system. 

In addition to systems, the terminals themselves are be- 
coming more flexible. Here again, Reuters is leading the 
way. The company’s impressive new ART terminal allows 
users to choose what they want to see as well as how they see 
it. Several different sources of information can be viewed 
through ‘windows’ on the same screen simultaneously. Users 
can define limits and keywords which trigger visual and audi- 
ble alerts. They can also graph data simply and quickly, and 
perform comparative analyses on it. 

Reuters has sold more ARTs in Japan than anywhere 
else. None of the Japanese vendors offers anything compara- 
ble in terms of sophisticated information handling. 

One factor that slows the rate of progress in this area is the 
need to key in information couched in the thousands of sym- 
bols and characters that make up the Japanese script. A good 
Japanese typist might manage up to 100 characters a minute; 
in the same time, a good English touch typist can tap in 100 
words (approximata 700 letters). 

The other company offering screen-based services outside 
Japan is Quick’s largest shareholder, the Nihon Keizai Shim- 
bun (‘Nikkei’), which, with a circulation of around 2.5 
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it on. Since Quick gets its information 20 times faster that its 
rivals, it has a virtually unassailable position regarding the 
ng director of 
. we 

Asked when Reuters will be allowed to compete on equal 
that liberalisation is a gradual process, and that such changes 


Meantime, Quick is upgrading its services. Video-1, its 
and interest rates. This service has 


says Katsuyuki Aoki, general manager of 
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million, is the world’s largest-selling financial news 


between Japan and the rest of the world, foreign subscribers 
to Japan News & Retrieval, the English-language part of the 
company’s Nikkei Telecom service, can get a preview of the 


following day’s paper before their counterparts in Tokyo see | 
itsutake Yoshimura, manager of Nikkei’s -| 
financial information department, has made the service : 


it. This, claims 


popular with foreign investors. 


Nikkei’s entry into the database business dates back to | 


1970. In 1978, the newspaper switched to computerised type- 
setting, paving the way for the introduction of online services 
three years later. 


The Japanese version of Nikkei Telecom, which began in — 


1984, offers online access via personal computer to eight in- 


formation packages, which include news, economic and in- | 


vestment information, money and foreign-exchange data, 
commodity prices, as well as statistics on some 16, Japan- 
ese companies. 

The following year via, an electronic link-up, the service 
was made available in New York, Los Angeles and London; 
since last year, it has also been available in Hongkong. The 


began in September 1986. 


13,000 subscribers to its 
systems, which makes it 
second in Japan only to its 
affiliate, Quick, as an on- 
line provider of informa- 
tion services. In addition 
to its character and 
numeric databases, nikkei 
has recently established an 
image database, which 
stores photographic and 
other pictorial information. 

The other main Japan- 
ese providers of financial 
database services are the 
big securities companies. 
Not surprisingly, given the 
resources of companies 
like Nomura, these tend to 
be very good, Nomura 
claims it provides its in- 
vestment information sys- 
tem — known as CAPITAL — to more than 1,000 institu- 
tional investors worldwide. Initiated in 1982, the database 
contains over 350,000 items covering economics, foreign ex- 
change, money markets, bonds, bond simulation, financial 
institution portfolio analysis and stocks. 

The database is the joint creation of the company’s securi- 
ties, research and computer branches. The computer branch, 
officially known as a Computer Systems or NCC, 
ranks No. 1 in sales of information services in Japan, and 15th 
in the world. 

NCC is responsible for handling the nationwide network 
of 6,000 terminals through which Nomura Securities enters, 
on average, around 20% of all transactions at the TSE. NCC 
also handles a further 10% of transactions on behalf of 25 
smaller Japanese securities houses and 20 foreign brokers, 
through its online network, STAR-II. Trading of foreign as 
well as Japanese stocks is handled by a second network, 1- 
STAR, which went into operation this September. 

In addition to routing orders, systems like STAR-II are 
also supposed to handle settlement — checking the client’s 
account number and address, who his custodian is (i.e., 
where the paper securities are to be transferred to), making 
sure shares are delivered and payments made on time (usu- 
ally in Japan on the third business day following the day the 






Nikkei’s news stories are translated and entered online to | 
a database as they are filed. Because of the time difference _ 


per. 


English-language service j 


Nikkei has more than | 
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But Japanese settlement sys 
‘om foreign brokers who use them. “The most striking thing 
bout the Japanese financial services industry,” says Mike 
‘manager of Barclays de Zoete Wedd’s 
is the total lack of [an effective] settlement 
tem.” This, Connors says, “causes everybody enormous 
aches all ‘the time.” It also; he reckons, loses brokers 
its of money through failed settlements. 
er where brokers are now losing money, but 
ich they expect will become profitable in the longer term is 
ome trading. Existing home trading systems are based 
ither on phones or home computers. NTT runs an informa- 
| service called ANSER which uses voice synthesisers to 
ispense a company’s latest share price when the subscriber 
the company’s code, using the keys on his tele- 
this information, he can then dial a service 
ecurities’ Home Trade One to place his 
s its system, which was introduced in 
than 300,000 users. 
anyo and Daiwa all run personal-computer- 
ding services. But since there are as yet few 
in Japanese homes, Nomura has opted 
approach. It has tied up with the video-game 
aker, Nintendo, to produce an adaptor for the lat- 
phenomenal successful ‘Famicon.’ 
ore than 10 million Famicons have been sold in Japan; it 
s reckoned that between one home in three and one home in 
r has aset. By adding a small keyboard, modem (for com- 
ation over the phone) and software, Nomura hopes 
it it can tap into that vast user base. Always assuming, that 
in the wake of the stock market’s recent crash, indi- 


























eit children will lend them their machines). 


f the future, one significant technological portent 
as the appearance this year in Japanese stockbrokers’ 
h offices of computer-based “expert systems’ for 
magement. On the basis of data input by the 
ich he wishes to invest, for how long, and what 
he would like on that investment), the system 
investment ‘strategies and displays their 
- graphic form on the screen. 
s Tenable faster decision-making, which is 
sse securities houses are putting a lot of ef- 
velopment. It will not be long before they 
pping up in Japanese dealing rooms, too. 
is far, the lack of a futures market has meant that pro- 
ramme: trading has been conspicuous ‘by its absence in 
apan. But “in the future,” according to Masatsuga Kohri, 
manager-of NCC’s planning office, “we’re going to 
ave rely to certain extent on programme-trading type tools.” 
them, Kohri claims, as the amounts involved be- 
singly | rger, it will be difficult to offer clients a 
on investment at low risk. However, until the role 
ding in. Wall Street’s recent crash is 
y that Japanese brokers will be ex- 
bout adopting such tools. 
et and programme trading is a good 
of how new technology and deregulation go hand in 
“If Tokyo markets were deregulated,” says Kohri, it 
ou be easier to develop new products, like they do on 
all Street.” 
















! ies, new products tend to emerge from 
ompetitive environment, one in which many relatively 
panies are free to com 
industry is dominated by behemoths like Nomura 

d Nikkei. Such firms have the resources to develop huge, 
ighly reliable systems based on tried and tested technology. 


t they seem to | hed im git i 








pan. 
tems do not win high praise 





investors aré still keen to punt (and that, if they are, 


panese bank 


éte. In Japan, the financial- |. ese compani 


ion to develop any: Jo 


Japan at the top — 


and aiming 
to remain there 


By Anthony Rowley in London 
hen Japanese financial institutions in the City of 
W London declare their intention of becoming No. Lin 
the key areas of international capital market activi- 
ty, they do so with an air of almost clinical detachment rather 
than bravado. It is as: though they were revealing, manifest 
destiny or historical inevitability. 


Already Nomura, the biggest of the big four Japanese 


securities houses and bi ggest in the world on most counts, has 
become No. Fin the London-based Eurobond market and 


aims to become No. 1 in Euroequities too. The Bank of. 
Tokyo (BoT), Japan’s principal foreign-exchange bank, has -| 
for some time dominated yen-based foreign-exchange busi- 


ness in London and aims to achieve much greater promin- 
ence. in foreign-exchange and money-market activity gener- 
ally in London. 

The Japanese advance on London has by no’ means been 


confined to the biggest of the big institutions such as Nomura ~ 
and the BoT. There are no fewer than 74 Japanese securities 


houses operating in London, and 29 Japanese institutions 
(mainly banks) are authorised to take deposits. The number 


of institutions is growing continually and the range of ac | 


tivities they undertake is continually widening. 
The leading Japanese institutions in the City. ~~ both 


banks and securities houses — like to talk Eurobusiness ‘ 


rather than about domestic markets when they discuss their 
ambitions for the future. They did not rush into market mak- 
ing in either equities or gilts (government bonds) at the time 
of London’s Big Bang a year apos as did most leading US and 
British institutions, and they did not spend huge amounts of 
money positioning themselves for the event as most of their 
rivals did. 

Whether the ostensible strategy of concentrating on 
Euromarkets rather than on. domestic markets will prove to 
be successful in the light of the recent world stockmarket 
crash depends critically upon whether leading nations be- 
come more nationalistic in their financial (as well perhaps as 
trade) policies, and Euromarket confidence and liquidity 
withers as a result. Alternatively, securities issuers and in- 
vestors might conclude that, as they had their fingers burned 
in most major markets, the. Euromarkets are as safe a place 
as any to bein future. 

The most intriguing question about the J apanese fiinpial 
presence in London is whether it is in fact what it appears to 
be — an assault on essentially offshore markets — or a Tro- 
jan horse designed to mask a planned full frontal assault on 
the domestic marke . There is something almost too candid 
about the way-in which senior executives of major Japanese 
institutions blandly declare their intention of dominating the 
Euromarkets. i 

Some London brokers and bankers, alarmed at the suc- 














~ céss and speed of the Japanese advance so far, like to soothe 


their battered egos by ascribing all sorts of devious motives to 
the Japanese. Th how assidiously the Ja- 

ing not just Japan- 
ions but also small- 
er British comp: ‘ata aes rate 


than rival 
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Creative Alternatives in a Changing World 
Wako Securities can help you reach your financial goals, 

no matter how distant they may appear. 

As specialists in Japanese securities and active participants in the key 
American and European markets, Wako offers a complete line of 

underwriting and investment services. 

Our computerized investment advisory services backed up by the timely 
and detailed analysis of the Wako Economic Research Institute help private 
and corporate investors throughout Asia and the Pacific to maximize 
their investment performance while managing risk. 

Wako’s long experience and broad client base give us the expertise and 
knowledge to design custom-made solutions to meet your specific goals. 

Wako Securities—meeting the challenges of global financial management. 


SECURITIES CO., LTD. 


Head Office: 6-1, Koamicho, Nihonbashi, Chuo-ku, Tokyo 103, Japan 

Tel: (08) 667-8111 Telex: J24819, J28484, 326841, J23885 

. Sydney Representative Office: 34th Floor, Westpac Plaza, 60 Margaret Street, Sydney, 
New South Wales 2000, Australia. Tel: (02) 231-6911 Telex: 70793 

-Singapore Representative Office: 6 Battery Road, Suite 10-05, Singapore, 0104, Singapore 

Tek 225-9711 Telex: RS26621 : 
Wako: International (Hong Kong) Limited: 27-D, United Centre, 95 Queensway, Hong Kong” 

3-986 ~ 91 Telex: HK83677, 60244 f 









Overseas Network: Bahrain, Paris, London, Geneva, Zurich, New York, Los Angeles i 


“Daiwa 4s expertise will 
give you easier access 
_ to the Japanese capital 
market, Bonaparte!” 


“Where were you when 
I was trying to get into 
the Russian one?” 


may not have been around in 1812 to help 
eon, but ever since the Tokyo Stock 
_. Exchange opened its doors to foreign 
- companies, we have been a leading contribu- 
tor in helping them to list their shares. The 
number totals 20, more than.a third of the 


foreign names currently listed. In 1986 we 


handled nearly 30% of the total trading of 


PepsiCo, Inc., BTR pic, American Information 
Technologies Corp. and Weyerhaeuser Co; 
and in February this year Pharmacia Aktiebolag 
of Sweden followed suit — all with a little help 
from Daiwa. So if you have a yen to get into 
the Japanese capital market, it is good 


strategy to consult us. Ask Dai a 
i IW im 


Napoleon would agree. 


foreign stocks, and our unrivalled market 
authority means the shares we have helped to 
list have turned out to be those most heavily 
traded. In August and September 1986 
Eastman Kodak and Chrysler were listed; later 


WDAIWA 


Daiwa Securities Co. Ltd. : 


emachi 2-chome, Chiyoda-ku, Tokyo 100, Japan: Tel: (03) 243-2111 Telex: J22411 DAIWASEG 
h Floor, Fairmont House, 8 Cotton Tree Drive, Central. Tel: 5-250121. Telex: 73325 
henton Way #39-01/02, DBS Building, Singapore 0106 Tel: 2203666. Telex: 21126 
Offi s: Amsterdam, Bahrain, Beijing, Brussels, Chicago; Frankfurt, Geneva, London, Los Angeles, Lugano, Melbourne, Milan, New York, 
eoul, Shanghai, Sydney, Toronto, Zurich 


Business Travels With The Review 


; When it comes to reaching Asia’s frequent 
- business travellers, the Far Eastern Economic 
S Review off s you the most noe 


and we'll be glad to send you a copy of the lätest 
1986/87 6 City Media Phase from the INTRA- 
MAR STUDY independently conducted by Inter- 
national Travel Research Institute. The facts 
speak for themselves. You'll see how well-travel- 


Review eee as a primary “deerbeog led we are. 


- medium. Why? The answer is simply because the 
Review reaches the highest audience concentra- 
of” heavy frequent independent business 


Address your inquiries to! 
s of any na nine in Asia 
it 


Elaine Goodwin, 
General Sales Manager 

Far Eastern Economic Review, 
G.P.O. Box 160, © 


to! known more about our lian ES 
E Hong Kong. : 


ellers, write on company letterhead 





Around the world... 


With the passage of time, our services only get better. 
Our global network lets us serve you quickly, efficiently. 
Whatever your banking need, 
choose Mitsui Trust. 


© MITSUI TRUST | 


THE MITSUI TRUST & BANKING CO., LTD. 


Head Office: 1-1. Nihonbashi-Muromachi 2-chome, Chuo-ku, Tokyo,.(103) Japan, 
Tel: 03-270-9511 Telex; J26397 Cable Address: TRUSTMIT TOKYO 
Singapore Branch: 6 Shenton Way, #35-01, DBS Building: Singapore 0108; 
Republic of Singapore. Tel: 220-8553 Telex: 23796 MITUITE RS 
Cable Address: MITUITRUST SINGAPORE 
Hong Kong Branch: Sth Floor, The Hong Kong Club Building, 3A Chater Road, 
Central, Hong Kong Tet: 5-211121 Telex: 63413 MTBHK HX 
Cable Address: MTRUSTFNHK 
Mitsui Trust Finance {Hong Kong) Limited: 9th Floor, The Hong Kong Club Building, 
3A Chater Road, Central, Hong Kong Tel 5-211121 Telex: 63413 MTBHK HX 
Cable Address: MTRUSTFNHK 
Beijing Representative Office: Room No. 2617, Minzu Hotel, Fu Xing Men Nei Da Jie 51 
Hao, Beijing, The People’s Republic of China Tel: 65-5143 Telex: 22741 MTBBU GN 
New York Branch: ©: f New York NY 10281, USA 
2 AT NEWYOR! 


Sao Paulo Representa’ 7 * r£ dc Paulo, SP. Brazi 
7889 113 
street, Sydney NSW. 2000 
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ice: NY Bstergade i2, fs ñhagen K; Denmark 
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The Europeanstrength 
_ tosupport your European strategy 


_ When your goals are European, what's more logical than 
_ consulting a bank that helped create the ECU, that’s exploring 
_ new frontiers with the funding of Eurotunnel and that’s a major — 

partner in industrial and commercial development in every EEC 


© memberstate? 
Talk to Credit Lyonnais. And get a positive response. 
























manifest pi 
cans and Europeans among others) who have joined the 
“club” since the Big Bang: “Business practices in London are 
different and traditional relationships are important,” com- 
mented a Nomura senior executive to the REVIEW: “So we 
have to acquire people with strong relationships with 
clients.” Bo 25 
Nomura, like other principal Japanese securities houses 
in London, denies any intention of emulating US houses and 
buying whole teams or firms of securities dealers at one go: It 
stresses the need for organic growth. Yet again there are 
those among the local broking establishment in the City who 
Abel that the Japanese are coolly awaiting the right mo- 
| ment to step in and scoop up the leading players in the 




























be equities market. Given the scope of the post-Big Bang | ling and thus avoiding exchange risk.) “We want to beco 
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INTERNATIONAL ISSUES 


Book runners only 
1 January—9 October 1987 


© shake-out so far and ‘the likeli- 
hood of more casualties follow- 
ing the stockmarket’ crash, that 
moment might not ‘be. too far 
off. = 

Despite Nomura’s alleged aver- 
sion to the London equity market, 
the Japanese securities giant (now 
bigger than Merrill Lynch in just 
about everything but number of 
salesmen employed) has become a 
market maker on the London- 
based Stock Exchange Automated 
Quotations system (SEAQ). So, in 
a- relatively quiet way, it. is 
positioning itself for the fu- 
ture. 











Similarly, Nomura. is among | 
several Japanese houses believed. | 
to have applied to the Bank of Eng- 
land for permission to become’a 
primary market maker in British 
gilts. There were no Japanese in- 


| 








profitability of such activity? The answer may be that No- 
mura is once again disguising its true ambitions, or that it be- 
lieves Eurobond market activity to be finite and that the 
scope for dealing in domestic bond markets such as US 
Treasuries, British gilts and domestic Deutschemark bonds 
to be more promising in the longterm. 
Whatever the reality, Nomura and 
tions will probably find themselves at a ve 
market making of either equities or gilts 
tions are introduced in London shortly 
adequacy of securities dealing ins 
regulators do not expect the pro 
rules to provide any real headache 
capitalised Japanese institutions. & 
Compared: with their reticence about B 
equity-market prospects, Nomura executives ' 
lyrical about the prospects for Eu: 
Euroequity issue might involve an iss' has Wi 
many’s Volkswagen. issuing Deutschemark-denon 
shares in London, though with the subscriber paying in 
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No. 1 in Euroequities,” 
mura bluntly: 

Precisely what it aspires to 
come leader in is the unde 
and broking of such issue 
honour currently accorded 
Credit Suise First Boston (CSF 


Say 


to 
Total 
US$m 





Nomura acknowledges that CSFB 
has a huge investor base and pla 
ing power which is the këy- 
Euroequity business. But at t 
same time Nomura notes that 
has moved up from -rélativ: 
obscurity in the Eurobond mark: 
a decade or so ago to become N 
(see tables) and that the shee 
wealth of Japanese investors t 
day and Nomura’s own placin 
power should enable. it to lea 
up from being 10th ih the Euro- 
equity league to No. '1 before toc 














long. ee 
“Euroequity — business is still 








stitutions in the first wave of in- 








stitutions that applied to become 







quite’ small — > perhaps” aroun 
10th the size of the Eurob 





gilt market makers at the time of. Li 
the Big Bang when the traditional’ ` : 
system of single-capacity among brokers and dealers (job- 
bers) was scrapped in favour of dual-capacity and firms were 
able to make markets and deal on a net (commission-in- 
cluded) basis. i 

The Bank of England is reticent about discussing which 
Japanese institutions have applied to join the gilt market 
makers, or about their chances of success. The Bank notes 
that Japan will have to. provide evidence that British institu- 
tions enjoy an equal right to market making in Tokyo before 
any Japanese applications can be approved. Even so, the fact 
that Nomura went ahead with an application on 27 October 
to join the existing 26 gilt market makers suggests that the 
British Government is already satisfied that such reciprocity 
exists, or least is promised. 

Here again, Nomura’s words seem to be somewhat at vari- 
ance with its deeds. Its senior officers in London describe the 
gilt market as “very tricky business” and note that “most 
market makers are operating at a loss today” (as of early 
November). There are, says Nomura, “too many primary 
dealers in the market,” and the securities house notes the 
withdrawal of institutions such as Lloyds Bank, merchant 
' bank Morgan Grenfell and others from gilt-market making. 
‘The obvious question is why should Nomura be applying 
_ to get into the gilts market if it is bearish about the potential 
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ket — but in terms of commission 
it is profitable,” says“ Nomurz 
“Margins in Eurobonds are very thin. In Euroequities, th 
risk is higher and you need a strong sales network through 
the world. We have the biggest capital base and the bigges 
number of sales offices in the world,” notes Nomura in very 
matter-of-fact tones. , 
In an interview just before the October stockmarket 
crash, Nomura prophesied to the REVIEW that equity bus 
ness would grow greatly in the future and that there would be 
an increasing shift from bank lending to capital-market 
financing. France and West Germany would move to boost 
their capital markets at the expense of bank domination of 
their financial systems, added Nomura. There was no evi- 
dence to suggest that Nomura had changed this basic beliefin 
the wake of the crash, or its belief that for the next two t 
three years Euroequities will be very important. ; 
So, according at least to its officially declared intentions 
Nomura will continue its natural evolution from Eurobon: 
into Euroequities dealing while maintaining the still-profita. 
ble business it has been doing in London for the past 35 years 
acting as a broker for Japanese equities and bonds. It also: ha 





















to list on the Tokyo Stock Exchange. 
But Nomura does not expect to see many more Japanese 
ni ishing to list on the International Stock Ex 


- sales and trading facilities for. European companies wishing: 


















art 
referring the Euromarkets to issuing securities in the Tokyo 
rket because of the hindrance of having to issue. col- 
steralised bonds under the law in Japan. Although this te- 
uirement is expected gradually to give way to.a Western- 
style system of rating bonds,’ allowing subscribers to judge 
he merits of different company issues for themselves, the re- 
lative freedoms of the Euromarkets in comparison with Japan 
should remain attractive for a long time to.come, say Nikko. 
The prevent popuaniy of the Euromarkets among Ja- 
yanese issuers is obvious enough from the. fact that nearly 
%, of Eurobond issues during the past year have come 
ut of Japan and around 20% of total borrowing has been 
n the form of Euroyen. The: proceeds of -most Euroyen 
dissues are immediately switched into other currencies 
as US or Canadian dollars, but initial borrowing in 
is popular because of- relatively low interest rates and 
strength of the currency. The market is thus largely 


wap-driven. oo cec © 
| ‘nance (MoF) in Japan to get wider acceptability for the 
International. Monetary Fund fiat-money Special 
wing Rights (SDRs) is that Japanese. investors would 
fit from seeing more bonds denominated in SDRs. This 
s because the yen accounts for 13.5% of the SDR, and so the 
xchange risk on an SDR-denominated issue would be re- 
duced in the hands of a Japanese investor compared with is- 
ues denominated in other currencies. CSFB is also believed 
‘be promoting: the idea that SDR-denominated bonds 

















ne interesting feature of attempts by the Ministry of Fi- 


iquidity implied by such a move, however, the US Govern- 
nent remains firmly opposed. ; 
ko has occupied third place (behind. Nomura and 
CSFB) in the Eurobond issuing and market making league so 
far this 
ndustrial Bank of Japan (IBJ) — appears among the 
layers and even then toward the bottom rather than 
of the list. In theory, Japanese banks ought to be 
h higher up the ladder, given the swap-driven nature of 
nuch Euroyen business and the banks’ natural access to 
counterparties who will take the yen swapped into other cur- 
LCS. : an ; 
owever, a real obstacle for the Japanese banks in the- 
London-based Euromarkets is what is known as the “Three 
Bureaus” (of the MoF) Agreement in Tokyo, whereby secu- 
rities of subsidiaries of Japanese banks operating in the 
rkets are not permitted to lead-manage issues by Ja- 
Japanese securities houses, by contrast, can 
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E, : $ 

e the writ of the MoF runs even out- 
lled Administrative Guidance. 
edin Article 65 of Japan’s secu- 
of Glass-Steagall in the US) which 
‘om banking business, but it is rigidly 










should be at. least on a par with issues denominated.in.Euro- .. 
ean Currency Units. Because of the shifts in international . 


ear. The Japanese banks are not so prominent: only > 


¿feel particularly 


Morgan in 
London by US issuers. 

. There are hints thatt 
ing of the Three Bureaus 









he MoF may be considering a soften- 
Agreement, just as Article 65 itself 
is being re-examined in the ministry. But if the agreement 
goes, Japanese. securities houses overseas are bound to de- 
mand a quid pro quo: possibly the general ability to do 
foreign-exchange business. which would give them equal 
standing with banks in swap-related business. 

_ This special agreement aside, it is the absence of Article 
65-type restrictions which explains why the Japanese banks 
and securities houses are so actively encroaching on each 
other’s traditional territory via the London markets. Gener- 
ally speaking, banks are not allowed to do securities business 
in Japan.and vice-versa. => ` 
The view in London is:that the securities houses are win- 

ning out against the banks in terms of overall power within 

the Japanese financial systen curities houses dominate 
equity business almost totally in Japan (apart from the rela- 
tively small amount done by foreign institutions), they man- 
age 99% of corporate bond issues (according to IBJ) and they 
„dominate the equity warrant business which, until the recent | 
crash at least, was the fastest-expanding component of the | 

Tokyo equity market. ae ae : 

But the biggest single grouse of the Japanese banks in 
London is not being able to lead-manage Euro issues by Ja- 

< panese entities, unless it happens to be a issue guaranteed by - 
the Japanese Government (such as a recent one on behalf of 

Osaka prefecture for instance). It is not just that the banks 

want their names up in lights at:the top of the Eurobond 

league tables. The lead manager controls the placement of 
securities to syndicate members and is therefore able to 

maximise his own financial advantage... 6.5 

One consolation for the Japanese banks, which are denied 




































































STOCKBROKERS 
Hungry Big Four 
acquisitions — 
By Nigel Holloway in Tokyo -© ae a Pa ca. Wea 
he most aggressive international predators in the world 
: of finance: are Japan’s four largest securities’ firms, 
Nomura, Daiwa; Nikko and Yamaichi. They are the 
companies which have moved fastest to turn Japan’s current- 
account surplus: to their advantage. They are reported to 
comprise 20%: of trading in long-term government bonds in 
the US, from virtually nothing two years ago. Their share of 
trading on the New York Stock Exchange is said to be 5-10% 
— Nomura claims that it-alone has taken a 6.5% share in 
some months recently. 9. 0. a OS 
- London’s Euromarkets are the battleground where they 
can slug it out not only with US brokers, but Japanese, Euro- 
pean and-US banks as well. Nomura and Daiwa elbowed out 
Credit Suisse First Boston- from its perch as the top Eurobond 
lead manager in. the-first-h this year. They have been 
granted. banking licences in Britain and have primary US 


Government—bond dealerships to boot 
vide 












uity and market 
rf the US giants, 
son Lehman and 

s not included 

















he opportunity of using their p 
panese.issuets, is the fact tha 
recently been given the right to lead-manage Euro 
| Deutschemark issues out of Germany, and IBJ for one has al- 
_ ready acted in that capacity for one issuer. 

IBJ professes little interest in the London gilts market and 
is quite happy to leave market making in gilts to the likes of 
Nomura and Daiwa Securities among Japanese houses. “We 
prefer primary markets and securities business in Euroyen 
and Canadian dollars, plus equity warrant business,” says an 
IBJ executive. - 

Like Nomura, which employs a staff of some 700 al- 
together in London (the vast 
majority of them non-Japanese), 
IBJ, which employs only. 180 in 
London, claims. that it has no am- 
bitions to move forward strongly 
orsuddenly in the London domes- 
tic financial markets. “We. shall 
only gradually expand our busi- 
ness,” says TBJ. 


ng power on behalf 









Japanese institutions have 
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While noting that Nomura has had a banking unit in 
London (which can. do foreign-exchange business amo 
other things) for the past six months, the BoT says it has 
“no wish to be a Nomura” and to break into the securities 
business in a big way. It does however nurture ambitions to 
become the leader in London wholesale money markets (i 
cluding foreign exchange). Neither do Japanese. banks like 
the BoT have serious ambitions to compete in the sterling 
markets with British banks, or so they say. Their. access, tO 
sterling deposits is too limited for that. ; 
Once. more, though, it may 
that the: Japanese institutions r 
trying to lull their domestic rivals 
„in London into a false sense of 
complacency and to put them off 
the scent as to which trail banks 
and securities houses will pursue, 
Competition. between the two 
. kinds of institution will hot up both 






















The, BoT also employs a rela- 
"tively: modest-sized staff of some 
270 in London (of which around 40 
are Japanese) and. claims not to 
have: any desire for major expan- 








sion-at.least'in terms of the size of 
its establishment. The bank is al- ° 
ready the biggest in yen-related 





‘transactions in London‘and such 
transactions. have been increasing 
quite rapidly since the liberalisa- 
tion. of Japan's foreign-exchange 
laws in 1980. Since the early 1980s, 
the proportion of yen-related busi- 
ness.in the Euromarkets has grown 
from 4% to something over 15%. 





in the capitalisation estimate). And the four Japanese firms 
are hungry for acquisitions. Yoshio Terasawa, one of three 
executive vice-presidents of Nomura, talks about“‘the part of 
the pie we'd like to eat” when referring to possible takeover 
targets in the US. a 

The appetite of Nomura and its ilk is enormous, but it 
must be remembered that the energy which generates that 
avidity comes overwhelmingly from their domestic business 
in Japan. In Nomura’s case, only 10% of its revenues, pre-tax 
profits and capital are derived from or located overseas. The 
ratio may be a little higher for Daiwa, but 10% would be the 
rough average for Japanese brokers. Terasawa says Nomura 
wants to push that ratio to 50% by the turn of the century. 

Easier said than done. The pickings in J apan are so good 
that it is awfully difficult to give their overseas satellites the 
attention they deserve, but they have no choice. AS: 
Terasawa:.says, they just have to follow their Japanese 
clients, both fund-raisers and investors, abroad. And, 
strange as it may seem, they are simply too big for Japan. The 
domination of domestic equities and bond brokerage by the’ 
Gang of Four is embarrassingly obvious. 

+ Making money in their last financial year which ended in 
September 1987 had never been easier: the four companies’ 
combined pre-tax profits (unconsolidated) were ¥ 1.2 tril- 
lion (US$8.96 billion), 48% of operating revenue. Hardly 
surprising when it is considered that they executed half of ail 
Tokyo Stock Exchange (TSE) share transactions and at least 
that proportion of bond and bond-futures dealings in Tokyo. 
Turnover in all three markets boomed in the last financial 
year. l 
They are too dependent, though, on brokerage fees. In 
the four weeks after the crash; the value of share transactions 
on.the TSE was a mere ¥640 billion a day, little more thar 
half the aeee of the previous 12 months. If trading con- ` 
tinues quietly for much of the year, this could cut sharply the 
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in Japan — where they will both 
soon be able to handle- com 
mercial paper issues — and in Lo 
don where the- Japanese insti 
tions. appear well-poised to. mak 
even further inroads. into ter- 
titory which was once the exc 


























contend within London now- 
adays, but they look a good deal 
better capitalised (and maybe bet- 
ter-managed) than many of the. 
overstretched US and local institu- 
tions in London, 


income of securities. houses. 


g a ke . ‘ 


amounted to ¥957 billion, of which no less than 43% came. 
from brokerage commission on TSE stocks. Bond brokerag 
comprised a further 12%. The commission from underwrit- 
ing and placing securities was another 17%. Only 12% was 
derived from net gains in trading. 

No breakdown is given for profits, but it is clear that much 
of the jam as well as the bread and butter comes from pure 
brokerage — in contrast to the big US rivals like Salomon 
Brothers which trades a substantial position of its own. Ja- 
panese securities houses are not allowed to operate a book- 
worth more than 40% of their paid-up capital and reserves. _ 
In fact, one in six shares traded in Tokyo is brokered by Nom 
ura. 


he domestic securities industry is therefore an oligopoly. 
Í (actually instead of the Gang of Four, it is more ac- 
curate to describe the group as Nomura and the three’ 
ugly sisters, because Daiwa, Nikko and. Yamaichi are all 
quite a bit smaller than the No. 1. Although they are along 
way behind, the next dozen or so brokers are pretty substan- 
tial in their own right). Because of this, Nomura and the. 
other three are not the most popular institutions in Japane 
finance. 
They have a reputation for “churning” shares, that is sell 
ing and buying back the same large blocks of equities in order 
to generate commission income. But, given their dominance, 
they would never win a beauty contest, whatever they did. If 
they made more money from trading on tħeir own account,- 


















‘they would be even more frequently accused of ramping shares. 
What often happens is not very dissimilar. Backed by 
2,500 salespeople, Nomura sells stocks like fresh noodles ina 
apanese supermarket, promoting things like “the share of 
he week.” It was largely due to the sales efforts of the top 
ours representatives that Japanese individuals were net 
“purchasers: of ¥880 billion-worth of TSE ‘stocks in the 
fortnight following the crash in October. With that sort of 
_persuasiveness, when Nomura markets a share heavily it al- 
-most always rises. an 
Companies frequently give brokers things like business 
“forecasts before the information is made public and the secu- 
ities houses themselves circulate inside information be- 
‘tween the underwriting, broking, sales and research depart- 


































terest may arise. 
None of this is illegal and, in any case, the law on insider 
trading in Japan is very vaguely worded. The Osaka Stock 
“Exchange spent a month investigating dealings in the shares 
of Tateho Chemical Industries which: collapsed on 2 Sep- 
- tember after making losses of ¥28 billion in the bond-futures 
` market. The exchange examined specifically a huge volume 
_ of share sales executed by Nikko Securities in August. 
* Although it said it could find no evidence that the law on 
insider trading had been broken, officials said there had been 
“some transactions that could cause misunderstanding.” One 
such was the sale of 337,000 Tateho shares by Hanshin Sogo 
Bank through Nomura Securities and other houses on | Sep- 
tember. 
“The MoF has said it is considering tightening the law on 
inside information, but there is widespread scepticism that 
any new rules will make the control of such practices more ef- 
fective. All this does not help the l 
image of the stockbrokers, particu- 
larly in their struggle to ward off the 
advances of the banks into.the secu- 
rities business. Banks are not al- 
ywed to underwrite and deal in 
corporate securities, but they have 
htened their links with affiliated 














ecurities companies. +982 : 
Three of the stockbrokers tied 1953 i 
; 1954 30.27 





inks now have ¥3 billion of net | 


ments apparently oblivious to the fact that conflicts of in- 
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h i 3 ‘ 
ets and ‘tremendous force, shaving margins to 
the bone. They dominate both underwriting and sales in the 
Euroyen market which has blossomed thanks to the high yen 
| — helped partly by the fact that Japanese banks are not al- 
lowed to lead-manage Eurobonds for Japanese borrowers. 

It is not simply in yen-dominated instruments where they 
have penetrated Eurobonds. The fact that Nomura and 
friends can place issues with Japanese institutional investors 
and individuals and thus recycle the country’s huge current- 
account surplus, gives them an edge. And these investors 
have become more adventurous in their search for high- 
yielding assets, diversifying into sterling, European currency 
: units and the Australian dollar, ` : 
| The US remains their most important foreign target, in 
| part because until the crash, Japanese investors have prefer- 
red to put their money there than in any other overseas mar- 
ket. The four have been in a perfect position to sacrifice their 
short-term profits in the Us because of their huge returns 
elsewhere and this has enabled them to increase their market 
share dramatically. This advance has met political op- 
“position, because the Japanese Government—bond syndicate 

has restricted the participation of foreign securities 
houses. En BEER MER Te ah 
Congressmen in Washington have added an amendment 
to the trade bill now under deliberation that threatens to re- 
move primary bond dealerships from Nomura and Daiwa un- 
less Japan grants equivalent access to US houses. This has in 
turn held up the applications of Nikko and Yamaichi to be- 
come primary dealers and of the attempts by Sanwa Bank 
and Long-Term Credit Bank to acquire US bond dealers. 
Even if this problem is ironed out, they still lack the trad- 
ing skills of their Western rivals, in part because market mak- 
ing has nevér been an important activity in Japan. But com- 
patriot investors are now develop- 
ing a taste for moving in and out of 
the market instead of holding assets 
until maturity, so the brokers have 
to adapt. Even then, trading profits 
fluctuate widely, as they found 
in mid-1987 when bond markets 
round the world fell out of bed. 

“A more serious deficiency is 
their relative weakness in the high 
value-added services of corporate 
finance. Their global equities re- 
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worth, the amount needed to qual- 
‘ify as comprehensive, integrated 
-firms which can provide full securi- 
ties services, including underwrit- 


search is less good than the best 
Western institutions and they have 
next to no expertise in mergers and 
acquisitions. 





ing. Sanwa Bank, for example, 
anked No. 5 by assets, controls 
30% of Towa Securities through | | 
` friendly companies and has tripled | | 















Nomura and Daiwa can buy the 
talent they lack, but this in turn 
creates tensions in attempting toin- 
corporate high-flying specialists 








its capital to ¥5.1 billion. Almost 
200 of Sanwa’s staff, including a 
former senior managing director, 
have bolstered Towa’s workforce. 

“This has two purposes. It pre- 
pares for the day when banks will 
_ be able to wade into the securities 
_ business and it also strengthens the 
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into a firm where most pope are 
less well-paid. lifetime employees. 
Alone among the four, Nikko’s 
answer is to operate a dual system 
of permanent staff and contract 
workers. If Japanese employees dé- 
cide to move out of the lifetime sys- 
_tem for a higher-paying contract, 
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competition against Nomura et al. 
"The latter is more urgent because a 
move to negotiable commissions 
cannot be far off. When that hap- 
pens, a lot of the weaker stockbrok- 
ers will go to the wall unless they 
“merge or are helped out by a 
«friendly bank. 
















they can never come in from the cold. 
- Nomura has gone for something 
-a touch more dramatic. It is report- 
ed that half a dozen members of 
Nomura’s board of 40 directors left 
the parent company in November 
along with 30 middle-level mana- 















~ Even after the entry of the banks 
> into this unfamiliar ‘territory at 
some point in the future, the 
oligopoly power of the top four 
brokers looks unassai 




























gers. Bond-trading losses are said 
to be the reason, but the moves also 
give ambitious younger employees 
a: quick’ leg up the management 
oseale. o E : 
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Saitama Bank. 


A sound banking system matched to new banking needs. | 


Trade financing? Syndicated joans? International securities? 
in these and other areas of international banking Saitama Bank 
has established its capability and credibility worldwide: For over 
40 years we've built our solid base and-sound banking system.in 
the Tokyo metropolitan area, Japan’s vigorous economic center. < 
Saitama Bank is fast-growing and forward-looking: Change- 
oriented.Positive. And assertive —.as seen in-our electronic 
banking technology. Grow together with. Saitama Bank — Sound, = 
experienced and flexible in matching its services to new 
banking needs. 


The Japanese bank that he: lps.) you grow 
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By Anthony Rowley in London — 



















and foreign, operating in the City 
; of London: Öne of the most important aspects of in- 

creased regulation will be the need to meet formal capital- 
adequacy ratios. The Japanese houses in London, especially 
~ the large and well-capitalised ones such as Nomura, should 
Il placed to meet these requirements and the fact that 
Japanese securities houses in London are locally incor- 
bsidiaries should’ make life. easier for the reg- 








ulators. : ee ae : 
>. The new regime will create for securities houses asimilar, 
banks under the Basle Concordat. In other words, it will in- 
troduce some order into what has thus far been a largely un- 
ulated environment, ; i ; 
. It should also provide greater safeguards for local and in- 
ternational investors in the London market, as the basic in- 
tention of capital adequacy requirements (or investment po- 


liquidator can claim in the event of a firm’s failure. 


` ife is, about to bec ime. more regulated for securities. 
< houses, both local 


though not identical, regime of control to that applying. to | 





~ sition risk requirements as they are formally termed) is to ; 
make sure that there is capital available against which a | 


vestments Board (SIB), the formal watchdog of the securities 
industry in London, admitted after the crash that the collapse 
of Wali Street and other markets around the world had in- 
validated some of the SIB’s earlier thinking on what consti- 


| tuted a volatility range for various types of securities, and 
< that fresh’ studies might have to be undertaken. ‘This may 


delay implementation of the new rules, but it does if anything 
strengthen the arguments for their introduction. ; 
: Section 49 of the Financial Services Act 1986 gives the SIB 
power'to write financial services rules covering any person or 
firm carrying on investment business in Britain. This covers 
both banks and non-bank institutions (except for institutions 
carrying on wholesale money-market transactions such as 
currency option business. - a 
From April 1987, brokers or banks and others carrying 
out securities business will have to apply to the SIB for au- 
thorisation, or join an approved self regulatory organisation... 





l Foreign brokers in London are now exempted from the need 


for government licensing if they are members of a recognised 
brokers’ association, such as the UK Association of Tokyo 
Stock Exchange Members. This will cease from next April. 
“A year ago, the securities industry in London formed a 
new body, the Securities Association, similar to a body set up 


- earlier by players in the Eurobond market. Since then the 


SIB and a committee of the Securities Association have been 
working together to devise capital adequacy rules. With “two 
new products a week arriving on the’ London-centred] 
Euromarkets,” as one SIB official expressed. it to the 
REVIEW, and with “new firms springing up all the time, it was 
perceived that there should be capital adequacy ratios.” © 



















INSURANCE 
Life companies 
tailor products 
By Nigel Holloway in Tokyo 
| T: dealing room. is small by Western standards and 
OOE there are no banks of monitors stacked up against one 
E another, surrounded by keyboards and.dangling tele- 
phones, and not much hubbub, either. Instead, there are seven 
computer consoles all facing the same way towards a wall of 
share prices picked out in orange lights. Behind these computer 
“screens are a cluster of secretaries doing the paperwork and 
further back a row of desks with piles of books and manuals. 
‘The seven consoles belong to the seven traders of Nippon 
“Life Insurance’s (Nissei 
-inacouplein the Osa 
looking after ¥2.7 tr 
(asof September 1987), about 3.4% of the world’s largest 
‘stockmarket. Actually, the portfolio is not divided evenly 
among them. Three are managing Nissei’s tokkin funds of 


| ¥500 billion and another two take care of ¥ 100 billion of va- 
_tiable-life investments which are tied closely to performance: 


fice, and that’s the lot: nine people 












_ age day, he buys about ¥500 million of shares and sells about 





Japanese equity department. Add. 


lion (US$19.9 billion)- worth of shares: - 





Yamamoto-san is in-charge of a tokkin fund. On an aver- . 


the same amount; say 20°transactions in all. He says that 
“quite. often” one of his colleagues in the room is selling — 


i shares in, say, Kawasaki Steel, while the other is buying 


them. Investing at cross-purposes is good, he says..Nippon 
Life has a reputation to keep up and it would be easy for word 
to get about that Nissei was rigging a company’s share price. 
In any case, his experience in the stockmarket tells: him that 
when all the fund managers come to the same conclusion, it 
tends to be the wrong one. t n 2 i 
Such is the somewhat rarefied atmosphere of investment 
management in the world’s largest life-insurance company, 
with assets of ¥15.1 trillion in March 1987, almost half as 
much again as Prudential Insurance Co., the No. Lin the US, 
and about a quarter of all the assets, premiums and new 
policies of the 24 firms in Japan’s life-insurance business... 
While investing Nissei’s money is a capital-intensive busi- 
ness, gathering it is quite the opposite. It has 75,900 sales rep- 
resentatives, mostly women, who: go. knocking on people's 
doors selling insurance policies. There are more than a third 
of a million agents within the industry throughout Japan. The 
banks and securities companies have similar sales battalions 
to ensure that savings are not kept under the mattress, but 
the life-assurance companies have a distinct advantage. 
Virtually their whole existence is geared towards looking 
after people in their old age — and beyond, as it were — a 
preoccupation in. a country which is growing old rapidly. 
Along with the trust. banks, the life-assurance companies 
have cornered the market in pensions, because the govern- 
ment does not let anybody-else. manage that money. About 






. ¥24 trillion in pension funds was in their hands at the end of 


1986, 60% held by the life assurers. It is expected to grow to 
¥ 60 trillion by 1995. > von 

The growth in these assets is the equivalent of a tsunami: it 
took.the industry 100 years from its establishment in 1881 to 


- accumulate assets of ¥30 trillion and less. than five more 
~-yéars to double that sum. In fact, insurers as a group were the 





only segment (other than the Ministry of ‘Finance’s [MoF] 





aa — 


=> 


"The new British system will be similar to the US system of 


measuring capital plus “position risk” and requires that, 
apart from maintaining sufficient liquidity to cover at least 
three months of expenses (in the event that a firm’s income 
should fall or cease), capital should be set aside according to 
the type of securities held in a position. 

e amount of capital to be set aside is dependent upon 
how long it would normally take to trade out of a position. 
Thus a 10% capital ratio might be required against a position 
in blue-chip UK equities, whereas a holding of third-tier un- 
listed securities market stocks might require 30%. Floating- 
rate notes might fons ire anything from 2-15% (firms also 
have to “mark to book” regularly to ensure that ratios are not 
breached by valuation changes). 

The London Business School provided the SIB with an 
equity model measuring price volatility, and within this Ja- 
panese stocks were shown to have shown least volatility over 
time, a conclusion presumably reinforced by Tokyo’s relative 
resilience in October and November when London and Wall 
Street crashed by around 30%. 


S securities houses in London were well ahead of the 
U envisioned capital adequacy requirements until re- 
cently, though an SIB source suggested after the 
stockmarket crash that much of the “extra-liquid” capital had 
probably been used up. ae securities houses in Lon- 
don did not shout very loudly when the SIB published a posi- 
tion paper on the new requirements in July, so it is assumed 
they will not have difficulty in meeting the new requirements. 
Because of the extra burden likely to be created for all 
securities houses by the need to set aside additional capital, 
the SIB has tried to be as flexible as possible and has devised 
a subordinated loan system so that the capital is not encum- 
bered. This differs from banking regulations which require 
that a “ring fence” be put around dedicated capital. 
Nevertheless the capital will have to be under the owner- 
ship of the UK firm concerned, against which a liquidator 





Trust Fund Bureau) which saw their share of Japan’s finan- 
cial assets grow over the past 20 years from 5.2% to 8.5%. 
Banks, for example, saw their share shrink from almost 50% 
to 33.7%, As a group, insurance firms hold a sixth of Japan’s 
personal savings. 

Their rising fortunes are not simply the result of demo- 
graphics. The life assurers have been quick to offer products 
tailored to suit every segment of the market. Finding out 
what policies people need is made easier because of all those 
salespeople. The business in force of the life insurance firms 
totals ¥967 trillion, a far higher sum per head than in the US 


_FARASTERN ECONOMIC REVIEW o 17 DECEMBER 1987 





iS Fi 
s 


f a àN 7 
JAY YAI N AND INVESTA 


could claim. This is to “ensure against default,” as the SIB 
puts it. This applies to firms which are UK-incorporai ed 
companies, as most Japanese securities houses in 
are. Around eight US brokers in London operate thro gh 
branches, however, as do half the Canadian firms and mayb e 
three quarters of the Australians. : 
With branches — and most foreign banks in London oper- 
ate through branches rather than locally incorporated sub- 
sidiaries — the situation is different. When the authorities 
authorise a branch, they in effect authorise the parent com- 
pany, though they cannot be responsible for the parent com- 
any, which is overseas. So the SIB will “disapply” its rules 
or branches. fi 
This will be done only where the regulations in the over- 
seas jurisdiction are sioilar to London's own rules and where 
the regulatory authorities agree to provide Britain with cer- 
tain critical information on the position of their firms. The 
SIB cannot, however, formally p its ponai to the 
Securities Exchange Commission (SEC) in the US for in- 
stance in the way that the Bank of England can legally del- 
egate supervisory responsibilities to overseas central banks. _ 
The situation presents no great problem for securities 
houses, according to the SIB, but it is more difficult where 
the securities subsidiaries of foreign banks are concerned. 
Confidentiality rules do not permit the Bank of England to 
disclose details of a bank’s capital to the SIB but “if the Bank 
of England is satisfied with the regulation of a particular 
[banking] institution, so will we be,” a SIB official said. $ 
A more satisfactory positon in the long run will be if 
foreign banks agree to form subsidiaries in London to do 
securities business, rather than doing it through branches. 
The SEC in America has already prevailed upon many 
foreign banks there to set up securities subsidiaries. This ap- 
ars to be the way of the fúture in London — Japanese 
banks included. Oo 


nadon 
















and the equivalent of three times Japan’s GNP. The demand _ 
for life insurance seems insatiable: 26.2 million policies were — 
bought in the year to March 1987, ¥295 billion-worth a day. 

But the savings market is growing more competitive, as 
rival institutions try to offer products, such as investment- 
trust accounts, with similar or better long-term returns. The _ 
assurers have responded by joining with the stockbrokers to 
sell annuity policies, the annual premiums on which are paid | 
with the dividends of a bond-investment trust. In October J 
1986, the life insurers began selling equity-linked policies. 

With assets rising at the rate of nearly ¥30 billion a day, 
the life-insurance companies have struggled to improve their — 
skills in channelling the flood in the right directions. This has | 
been made harder by the fact that the traditional business of 
lending to industry has fallen ried in Nissei’s case from — 
57% of total assets in 1981 to 42% last September. Invest- 
ment in the money and foreign-securities markets has taken 
up the slack. The share going to domestic stocks has re- | 
mained around 16% , while investment in Japanese bonds has 
fallen slightly to 11%. 

Insurers have grown too big for Japan and so are in the © 
van of the country’s overseas portfolio investors. At the end — 
of 1984, their foreign investments in stocks and bonds total- 
led ¥5.2 trillion. In August 1987 it had risen to ¥8.4 trillion, 
12.4% of their total assets and a fifth of Japan’s total invest- 
ment in foreign securities. The MoF has lifted, in two Stages, 
the restriction on the percentage of assets the insurers could 
invest in foreign securities, from 10% to 30%, so the assurers — 
are still a long way from their ceiling. 

Under present rules, life-insurance companies are notal- _ 
lowed to use capital gains on stocks and bonds to pay di- | 
vidends to policy holders without special approval. They 
have therefore placed almost 90% of their foreign-securities _ 
investment into fixed-income securities which pay a higher | 
yield than their equivalent in Japan. This is asomewhat more. | 
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capital gain or investing in equities, but the practice may 
hange soon if the MoF changes its policy and allows assurers 
to-use capital gains to pay dividends. 
© The dramatic increase in their overseas exposure has 
forced the assurers to build up rapidly their expertise outside 
Japan. They have set up a score of offices around the world to 
‘manage their investments in securities and real estate. 
Sumitomo Life has moved fastest. It has 10 overseas sub- 
sidiaries and five representative offices. In November, it ac- 
quired.a 1.5% stake in Kleinwort Benson, a British invest- 
ment bank. Dai-Ichi Life and Yasuda have also moved 
broad in a big way. : 


ippon Life seemed slower until it acquired 13% of 
N erson Lehman Brothers, the investment banking 

arm of American Express, for US$538 million in 
| March 1987. Kenji Kobayashi, a director of Nissei, says the 
‘purchase has two aims: to learn new investment techniques 
nd to offer corporate clients a wider array of financial pro- 
ucts or advice than his company was able to offer before, 
_ particularly in securities. Regulations prevent the firm from 
setting up a subsidiary purely engaged in the securities busi- 
“ness, but Nissei and Shearson have established a joint ven- 
ture in London to see how to expand the services the two 
were unable to offer individually before. American Express 
has also benefited by being able to promote its credit. card 
ointly with certain Nippon Life products. 

The link between the US banker and the Japanese life-in- 
surance company is one of the most interesting to have 
emerged as a result of the rise of the yen. It shows.that finan- 
-cial power is shifting in favour of the investor and further 
away from financial intermediaries. The next step will take 
_ place in early 1988 when the MoF allows shelf registration for 
corporate bonds. This will enable fund-raisers to gain ap- 
proval for bonds in advance and then to issue them quickly 
when the time is right. 

- Before, the intermediary discussed the terms with the is- 
suer and then went to find a buyer. Now, with shelf registra- 
tion, the securities house has to take all of the issue at once in 
what is called a “bought deal.” To avoid the risks involved in 








straightforward business than trading in the bond market for 





“pany — 





-what sort of financial 
signs it to suit the investor. 

Life-insurance companies will not have it all their own 
way. It is only a matter of time before trust banks and the life | 
insurers lose their grip on all Japan’s pension funds. This may | 
come sooner if all the new investment managers from abroad 
who have set up in Tokyo prove their mettle. | 

Before they do, foreign. financial: institutions have | 
perhaps their best opportunity to penetrate the Japanese sav- 
ings market. Thanks to the Investment Advisory Act, passed 
in May 1986, there are now 23 licensed foreign fund mana- 
gers with another 30 or so waiting for approval. According to 
Kimisato Nagamine of Baring International Investment, the 
total amount of local money either advised on or managed by 
Japan-based foreign institutions. (excluding the foreign trust 
banks) reached US$10 billion by October 1987, about US$3 
billion more than at the end of 1986. 

As the Japanese invest more abroad, they will have to 
shed some of their consensual investment habits acquired 
over the years at home — and foreign fund managers can 
help them to learn to respect (rather than despise) free mar- 
kets. Call it the result of manipulation or simply sharing the | 
same convictions about Japanese business, local financial 
markets have an uncanny knack of defying gravity or (less 
often) coming to earth with a bump. The Japanese economy 
has never operated under laissez-faire conditions. 

Now Japanese investors are so strong they sometimes 
hold the fate of overseas financial markets in their hands. | 
This can occasionally have disastrous effects. The perpetual 
floating rate note market (securities with no redemption date 
and therefore no intrinsic worth) collapsed early in 1987, in 
part because of fears that holdings of another bank’s securi- 
ties would be deducted from a bank’s primary capital under 
worldwide guidelines being discussed by central banks. 

The death of “perpetuals” was hastened by the stampede 
of Japanese institutions to unload their holdings. The market 
might have folded anyway; but the fact that the Japanese had 
appeared to decide en bloc to abandon it gave perpetuals no 
hope of recovery. The country’s financial institutions must 
have more faith in free markets if they are going to be.a con- 
structive force in the world of money. ; o 
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An under-Hand business 


The Crimes of Patriots: A True Tale of 
Jonathan Kwitney. Norton & Co., New York. U 


Ex one Sunday morning in 1980, 
two policemen were patrolling a de- 
solate stretch of highway in Lithgow, 
Australia, and stumbled on a Mercedes- 
Benz. Inside, they found a man with a 
bullet hole through his skull slumped 
over holding a .30 calibre rifle. The man 
was Frank Nugan, half owner of the 
Nugan Hand Bank. From there the in- 
trigue mounted faster than the most 
labyrinthine spy novel. 

n Nugan’s briefcase was a list of 
prominent Australian political, busi- 
ness. and entertainment _ figures. 
Alongside their names were sums — 


most with six figures — written in long- . 


hand. On a scrap of paper was the 
name of a powerful US congressman, 
and the business card of a former CIA 
director was found ` in 
Nugan’s wallet with mysteri- 
ous references to Hongkong 
and Singapore on the card. 

Then came revelations of 
the curious involvement of a 
coterie of retired US gener- 
als, admirals (including 
Nugan Hand president 
Adm. Earl Yates) and spies 
who held senior positions in 
Nugan Hand, gracing vari- 
ous Nugan Hand branches in 
Hongkong, the Philippines, 
Singapore, Thailand, Ha- 
wail, and Washington. 

Then, four months after 
Nugan’s mysterious death, 
the billion-dollar-a-year investment 
banking firm was suddenly bankrupt, 
and Nugan’s partner Michael Hand (a 
US Green Beret Vietnam war hero who 
may have also worked for the CIA in In- 
dochina) had disappeared. Four official 
Australian government investigations 
and eight years later the mystery has not 
abated. What has been unravelled is the 
outlines of a shadowy company that 
flaunted laws in half adozen countries, 
setting up byzantine money laundering, 
tax evasion and drug financing opera- 
tions across the globe. But its activities 
went beyond the unsavoury into the 
realm of the bizarre — such as a scheme 
to resettle Indochinese refugees in the 
Caribbean and gun-running in southern 
Africa. 

Fascinating as the real-life tale of 
avarice and wheeling and dealing may 
be (how, for instance, did Nugan Hand 
enlist Hongkong’s Wing-On Bank as a 
referee institution?), Jonathan Kwit- 
ney’s The Crimes of Patriots does not 
simply seek to tell the story of Nugan 


, Dirty Money and the CIA by 
19.95. 


Hand. That is one of its strengths and 
also perhaps its fatal flaw. Although the 
book is most credible in cobbling to- 
gether Nugan Hand’s nefarious ac- 
tivities, Kwitney, a prominent Wall 
Street Journal reporter, has a much 
larger purpose. While he admittedly 
poses far more questions than he 
answers — “this is not a book,” Kwitney 
advises, “for people who must have 
their mysteries solved” — he tries to 
turn Nugan Hand into a prime example 
of the underside of the Cold War. 
Clearly, there is far more to the 
Nugan Hand story than simply shady fi- 
nancial dealings. It is probably a safe bet 
that Nugan Hand had some connection 
to US intelligence activities. But the 
problem here is the classic dilemma of 





the Beadg « ns reporter.” Only on 


the rarest of occasions does the inves- 
tigative reporter, however diligent and 
oe attain the full story, usually 
when the principal actor decides to use 
the press. Most of the time, the inves- 
tigative report is a collection of tantalis- 
ing pieces of the story, but not necessar- 
ily any true idea of exactly how the con- 
firmable pieces fit into the whole pic- 
ture. 


Tu Crimes of Patriots, avoiding the 
worst excesses of conspiracy mon- 
gering, does unfortunately succumb to 
the investigative reporter's temptation 
to lace facts with speculation and in- 
nuendo in the strained attempt to make 
a case. It is icularly unfortunate in 
the case of Nugan Hand, because Kwit- 
ney is clearly on to something, though 
whether we will ever know exactly what 
is doubtful. i 

He tries to tie up loose ends, con- 
tradictory actions and statements, and 
some demonstrable links, to make the 









































case that Nugan Hand was part of a 
shadowy, elaborate “private” network 
on the fringes of the military/intelli 
ence establishment. He claims that 
ugan Hand was contracted by (if not 
on the payroll of) the CIA to out 
the most covert of covert operations. 
The undeniable realities of the Iran/_ 
Contra scandal certainly make such a 
thesis plausible. AA 
To his credit, Kwitney tempers his 
guesswork by the unusually humble de- 
vice of publishing a list of 57 un- 
answered questions. In fact, Kwitney 
does show frequently the links between — 
Nugan Hand's military/spook employ- 
ees, those on the margins of the US in- 
telligence community and some of the 
now infamous stars of the Iran/Contra 
affair: Gen. Richard Secord and forme: 
CIA officials Thomas Clines and Ted 
Shackley. oe, 
What makes it especially intriguing is 
that there is a kind of Rambo sub 
ture which grew out of the Vietnam W r 
and CIA scandals of the 1970s. It is a 
loose “can-do” fraternity of retired 
spooks, special forces vete- — 
rans and top officers who 
served in Southeast Asia for — 
whom the lesson of Vietnam — 
-is that American failure is 
the result of politics and | 
bureaucracy. Many have set 
up various businesses or con- _ 
sultancies (remember the — 
age prototype, Air | 
America?) and, as Kwitney | 
rightly states, “under cl iv 
of patriotism” often pursue — 
activities for private gain. 

The list of such characters — 
surfacing in The Crimes of — 
Patriots is truly mind-boggl- | 
ing. First of all, there was | 

Yates, former chief of staff for plans and | 
policy for the US Pacific Command, — 
who with no banking experience, was | 
recruited as Nugan Hand’s president. | 
His presence certainly must have helped 
attract some of the other military men | 
scattered among Nugan Hand's Manila, | 
Hawaii and Washington offices. ka 
Along with the military cast of | 
characters, there were enough real and | 
alleged covert operators to run a good- |- 
sized intelligence agency. This list in- | 
cludes: former CIA director William — 
Colby (Nugan Hand’s lawyer); Dale | 
Holmgren, who previously ran the CIA | 
airline Civil Air Transport (he ran — 
Nugan Hand's Taipei office); George | 
Farris, a military intelligence specialist | 
who worked in Nugan Hand’s Hong- | 
kong and Washington offices; and | 
Robert Jansen, former CIA station | 
chief in Thailand (he briefly entertained | 
the idea of representing Nugan Hand in | 
Thailand, but bowed out after inquiring | 
about drug connections). oe 
Some of Kwitney’s innuendoes bor- | 
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| der on the irresponsible. For example, 
| intent on showing CIA involvement in 
| sponsoring a business conference in 
Manila, Kwitney points out that one of 
the co-sponsors was Control Data Corp. 
; spc) which, he says, hired Adm. 
Bobby Ray Inman, former deputy CIA 
| director. First, this is factually incor- 
| rect. Inman was hired by MCC, a hi- 
| tech research consortium to which CDC 
‘belonged. But Inman, a top-grade 
| technocrat, not only had no experience 
_ in covert operations, but was distrusted 
by many in the agency's operations divi- 

| sion. - 

- Kwitney often goes to great lengths 
| to make loose or probable connections 
| between the various characters, though 

like the four Australian investigations, 
| he was unable to demonstrate any CIA 
| involvement in any particular event. 


Sa 
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Kwitney, for instance, recounts the con- 
stitutional coup that toppled prime 
minister Gough Whitlam’s Labor gov- 
ernment in Australia in 1975. He makes 
the provable, circumstantial case that 
the CIA has been involvedin Australian 
politics, and recounts how the then gov- 
ernor-general John Kerr was involved 
with CIA-funded front groups, but 
carefully stops short of laying the 
blame on the CIA for Whitlam’s de- 


mise. ; 

Despite all these shortcomings, one 
central question remains: if there is no 
US intelligence connection, what were 
all these honourable men doing in a 
bank like this? One is faced with a fool- 
or-knave argument. Either they were 
unaware of much of Nugan Hand’s be- 
haviour (that a good portion of the still- 
missing US$50 million in Nugan Hand 


| Behind the Wall: A Journey through China by Colin Thubron. Heinemann, Lon- 


| don. £10.95 (US$19.50). 


Bae think of anyone who would 
| Enot admire this marvellous book, ex- 
cept perhaps those China specialists 
who disdain non-specialist books, or 
_ those who, regardless of the intention of 
| the author, judge a book about a coun- 


try they have studied only by how much | 


_ it adds to what they know and how far it 
_ corroborates their own conception of it. 


It is just as well that Thubron did not Sars 


| write for these people, because experts 
on. China are read mainly by other ex- 
perts, whereas Behind the Wall will 
_ probably reach a larger audience than 
any number of specialist books on 
China. 
A travel writer's country is inside as 
well as outside him, and for the reader 
_ who knows something of China, what is 
| especially intriguing about Thubron’s 
-account is the way the inner and outer 
| worlds come together, the two meshing 
| insuch a way that, without being untrue 
| to either, they are seen through each 
other, Thubron excels in evoking the 
| desolate and the depressing; and in 
| grim, grey China — so crushing in its 
_ massed millions, so dreary in its abhor- 
| rence of quirkiness and individual differ- 
| ence — he has found a perfect subject. 
There are few nations of whose children 
one can say, as Thubron does with 
acuity, “They sang like mechanical 
birds: vivacious and dead.” 
` I remember Thubron remarking of 
_ my own travel book, which he took the 
trouble to read a couple of years ago, 
that I saw things a non-Chinese would 
miss. And yet Behind the Wall shows 
| that he is the one on whom nothing is 
lost, the one we Chinese should read to 
| discover how awful we are. 
= Besides, there is a great sameness in 


Cultural Revolution: cruelty on a cosmic scale. 


the experiences of the traveller in 
China, no matter whether he is Chinese 
or alien. Every traveller is asked sooner 
or later — there is simply no escaping it 
— the familiar questions: how much one 
earns, how much a TV set costs, where 
one comes from, why one is travelling 
alone. Every traveller learns to board a 
bus in a scrum of stabbing elbows. 
Every traveller ascends at least one holy 
mountain. Every traveller has trouble 
with the lavatories. Every traveller 
meets ope Chinese from Hong- 
kong or Singapore who tell him or her 
eien their mother country makes them 
sick. 

Perhaps the only thing a Chinese 
traveller is spared is the relentless star- 
ing. Trying to see himself through the 
eyes of the gawping Chinese crowds, 


— 
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leposits rom men they had 
served with in the military suggests this 
may be at least abi! true), or they 
were all suddenly willing to cast away 
their reputations in a fit of ruthless ven- 


ality. 
in a strange and pathetic afterword, 
Yates (who had refused to be inter- 
viewed by Kwitney) defends all those 
military and intelligence officials in- 
volved with Nugan Hand as “the true 
atriots.” Yates argues that Kwitney 
as “wittingly or unwittingly served the 
interests of the Soviet Union and KGB 
disinformation service.” Whatever else 
it may be guilty of, The Crimes of Pat- 
riots does nothing for the KGB. Kwit- 
ney has — if often at the expense of facts 
— exposed a bit more of the story of the 
“privatisation” of foreign policy. 
Robert Manning 


Thubron finds that, “I became grotes- 
uely gangling, with skin the colour of 
their grey rock and a proboscis of a 
nose. My hair flared obscenely pale 
around ppan protuberant fea- 
tures, and my eyes, instead of being 
modestly almond-shaped and external 
like theirs, were burrowed inexplicably 
into my temples like frosted saucers.” 
As for how the Chinese appeared to 
him, he admits to being perplexed, not 
so much by their apparent cruelty, a 
quality which the Cultural Revolution 


‘unleashed on a cosmic scale, as by 


“some imbalance between obedience 
and mercy, the collapse of domestic 
compassion in the face of official de- 
mand, the refinements of torture prac- 
tised against teachers and friends. . .” 
Questions of suffering and conscience 
became an obsession with him, and he 
reflected that the terrible submission of 
the individual to the group, the relin- 
quishment of “all responsibility, all 
self,” made for a stillborn conscience. 


H: was talking to a Chinese priest, 
who, on being told by the other that 
in Europe the Chinese were sometimes 
thought of as cruel, countered with the 
remark that the Confucian virtue of ren 
(usually .rendered as “humanity” or 
“benevolence”) went back further in 
Chinese tradition than anything similar 
in the West. The English-speaking 

riest defined ren as “loving kindness,” 

ut Thubron observed to himself that in 
calling it that, he had given it “a Christ- 
ian wholeness,” whereas “ren belonged 
to the cooler realm of charity and 
mutual benefit in a balanced social 
order.” I have read no better descrip- 
tion of ren by a Westerner. 

Thubron hits target again and again, 
producing shocks of recognition. You 
do not have to know the country, or 
even be interested in the Chinese, to 
find this book satisfying. Thubron’s 
writing is a joy, and Behind the Wall is 
worth reading for its dazzling prose 
alone. — Lynn Pan 
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Robert Delfs in Peking _ 


" in Peking, Shanghai and Tianjin in 
esponse to a meat shortage that has 
ushed free-market pork prices to pre- 


ixed price. The shortage appears tobe 
hina’s first taste of market cycles as it 
roduces price reforms in its agricul- 
tural sector. , 
: China experienced a pork glut in 
985-86 followed by a. sharp rise in 
ed prices in late 1986. This encour- 
ged pig producers to cull herds and re- 
luce the number of breeding sows, 
eating the basis for the shortfall in 
supplies which has now hit the major 
cities. ai 
Lean meat in particular has been in 
hort ey sepie the recent intro- 
uction of price differentials to encour- 
ge lean pig production. In Peking, resi- 
ents have been queueing at state shops 
purchase jean. meat. when the twice- 
laily shipments arrive. Since 1 De- 
cember, however, they. have 
been rationed to just 1 kg of 
ork a month per person: from 
-run food shops, though ad- 
meat is available at 
“ine state shops: as 
ie’ city’s free markets. 
Shanghai, which an- 






(81 US cents) 
worth of pork respectively. 
‘China is. the world’s. largest 
producer. Pork is literally 
ynonymous with meat in ‘China, 
i iting for 88% of all. meat 
sroduction and 94% of red meat. 
consumption. The price-of pork | 
s therefore an. extremely. sensi- 
political’ issue, especially ` 
iven the steep rise: in urban 
ood. ’pricés this year. The. Au- 
ust.index of urban: retail prices 
was up 10.2%: over the previous 
ear, though some foods have 
risen by as’ much as 25-35%. 
the au- 













rk rationing has been reintroduced. 


riums of more than 50% to the state’s 








Price retorns ive China ataste of marketeycles 
Piggy in the muddle 


“Sült buy additional pork on the free 


market at. free-market prices if they 
wish. And the price paid to the farmer 
is still determined by the market. _ 

` According to one foreign agriculture 
specialist, higher free-market pork 
prices and the lower cost of feed are al- 
ready ensuring sufficient incentives for 
producers to rebuild their breeding 
stocks. But it may take as long as a year 
for increased supplies to reach the mar- 
ket because local sows require five to six 
months to reach sexual maturity and it 
can take up to a year to fatten pigs for 


;¿ slaughtering. ~ i l 
State food shops in Peking sell pork 


at fixed prices, ranging from Rmb 2.60 a 


kg for fatty side meat to Rmb 5 for lean 


cuts. Prices at Peking’s ‘Temple of 
Heaven free market were. 40-60% 
higher than the state price for most cuts 


_on 4 December and there were reports 
of pork selling for twice the state price at | 


smaller neigh 


CHINA’S PIG MARKET 


ourhood private shops. 


























AVERAGE PORK PRICES 
l (Feb. 1986 = 100) as 











` State. retail prices of pork have re- 
mained fixed in Peking since meat pro- 
duction was de-controlled in May 1985. 
But: there is considerable variation 
among other cities. In Peking, the state 

rice for: hindquarter is Rmb 3.80 a kg 

ut only Rmb 3.20 in neighbouring 
Tianjin. In Canton it is as high as Rmb 
5.84. These large regional. differentials 
were another factor behind the decision 
to impose rationing. As average prices 
in other regions have risen, attempts to 
increase local supplies to Peking, Tian- 
jin and Shanghai faltered due to illicit. 


4. shipments to areas with higher prices. 


When meat production was de-con- 
trolled the government raised the pro- 
curement price of pigs and other live- 


“stock to approximately rural free-market | 
_levels,; increased urban retail prices and 


ceased compulsory delivery of pigs to 
state marketing organs. The result wasa. 
rapid increase in pig production, with.. |: 


year-end stocks reaching 336.9 million 


head: in: 1986 and ‘the annual 
: slaughter volume rising to 256.9 
million head, nearly 60% higher 
_ than in 1978. . So 
At the same time, urban ‘de- 
mand for pork at the new higher 
„prices. declined and purchases by 
the state marketing system fell to 
less than half the annual slaugh- 
ter. The amount of pork handled 
in urban free markets rose from 
13%, to 23% of total sales, and di- 
rect: marketing to catering units, 
industry and private wholesalers 
increased from 9% to 28% of the 
total, according tòa World Bank 
study of China's livestock indus- 
ay. A E TAA 


bumper grain crop-in 1984 
elped stimulate over-pro- 
uction. The government reduced 
„grain procurements and above- 
quota procurement prices in 1985 
| because of overstocked granaries. 
. With free-market grain prices also 
low, peasants diverted substantial 
amounts of surplus grain to house- 
hold livestock production. 
-. Grain prices began to recover 
following reduced harvests in 1985 
„and 1986. This probably had only 
marginal effects. on small house- 
hold producers, who. account for 
f total output. They normally 
igs on. slops.and crop resi- 
e effect was severe on 
mercial producers who play 4 
¢insupplying casterncities.. 















pensation arrang ents wit 
‘Okinawa, Kyushu and Hokkaido he" 
fore “formally accepting” the Gatt. 
panel ruling at the organisation’s next © 
Fon tka meeting in February. They also 
hint that: even after acceptance, the gov- 
y to exclude some items 
m the full ‘scope of the liberalisation 

eit ng demanded by Gatt. 

An alternative to liberalisation 
_ would be to invite the US to assess dam- 
ages suffered by its exporters as a result 
continuing Japanese trade. barriers 
and to collect these by imposing tariffs. 
_on Japanese imports. If the right of the 
US to levy damages against Japan were 
recognised in any settlement arising out 
of the panel decision, the same right 
vould have to be accorded to other 
would-be or potential importers. These 


could include. European countries and 


New Zealand in the case of dairy pro- 
ducts, and Thailand i in the case of starch 
. roducts. 
"Officials also hint at the possibility 
hat too rapid implementation of the 
jatt panel's finding could result in a 
_ backlash against the US that could undo 
many of the benefits of the liberalisation 
yrocess. Japan's massive annual: intake 
US food grains and other “raw” ag- 
ultural products includes some 6 mil- 
tonnes of animal feed grains. that 
mported by farmers cooperatives 
nd are thus directly vulnerable to 
moves to “punish” the US by a switch to 
her suppliers. 
- An official of the Central Union of 
Agricultural Cooperatives — an organi- 
hich: bitterly opposes farm im- 
io See the REVIEW 






















‘arm cooperative officials is that the US 
tself is by no means innocent of block- 
g farm products imports. The 12 pro- 
essed food items mentioned in the orig- 
nal US submission to Gatt include no 
ewer than six products that are subject 
o some degree of import control under 
he pre-war US Agricultural Adjust- 
ment Law or under later legislation, Ja- 
se officials assert. 
hat makes this situation particu- 
exasperating to the Japanese is the 
cial status accorded to 
rt controls by a waiver agreement 









ned before US entry into Gatt in the | 


arly 1950s. The waiver gives the US ef- 


tive immunity from the kinds of | 


charges- brought against Japan under 
_ Gatt’s Article 23 (covering disputes be- 
_ tween contracting parties) and thus al- 
tows Washi on to “persecute” other 
impunity, officials claim. 

believes that this 





è free-trade princi- 
old: ; 

























By Ashley Fordin Vancouver 
Abit: contractual wrangle between 


the Japanese steel industry and- 


Canadian mining companies. over the 


price which the Japanese pay for coal _ 


from mines in northeastern British Col- 
umbia (BC) threatens to spark a major 


political row between Tokyo and OF, 


tawa. 
After failing to wring a price conces- 


‘sion from Quintette Coal, the larger of 


the two producers, Nippon Kokan, the 
Japanese mill which coordinates the 
steel ‘industry’s’ coal purchases: from 
Canada, said it wants. binding arbitra- 
tion on the issue. There is growing sus- 
picion that the steelmakers want to can- 
cel their 20-year contracts with the 
Canadian mines, which were developed 
on the basis of the Japanese orders.and 
with investment of about US$1 billion 


mula in its long-term contract, 





“| What price friendship? 


of BC and Canadian Government 


money in new infrastructure. 

The Japanese want a-rollback of 
metallurgical coal prices to reflect world 
market conditions. Under a pricing for- 
uin- 
tetté is selling coal to Japan for about 
C$94 (US$72) a tonne, substantially 
above world prices which vary around 
C$70 a tonne. Quintette’s contract calls 
for it to ship 120 million tonnes of coal | 
to Japan during its first 20 years of oper- 
ation. The mine began production in 
late 1983. 

A year of negotiations has proven 
fruitless. Now the dispute is reaching 
the offices of Japanese Prime Minister 
Noburo Takeshita and his Canadian 
counterpart Brian Mulroney and the 
issue will be on the table when 
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TRADE 


Keeping the door open 


Cocom hinders Hongkong transshipment business 


By Michael Westlake in Hongkong 
ifferent interpretations by US and 
Hongkong authorities of. interna- 
tional regulations relating to exports of 
so-called strategic commodities may be 


andermining isa a s position as a 
gateway to Chi diverting US ship- 


ments of such gomis to Japan-as: the . 


transshipment point. 
Although individual. examples -of 


the problem seem to be few, freight- 


industry officials say the situation 
is ‘costing Hongkong’ large amounts 
of transshipment business. They ‘say 
that no one is able to quantify. the loss 
because the mere awareness of the 


| problem is preventing many shippers 


from using Hongkong for transship- 

ments. 

: The problem has arisen because of 

Hongkong’s peculiar situation with re- 

gard to the Coordinating Committee for 
ultilateral Export Controls (Cocom), 


. which was set up in 1949 with the aim of 
‘denying communist countries — includ- 


ing the Soviet Union and China — 


sophisticated technology with military 
applications, such as goods used for. 
nuclear energy, military Be aaah and 

ian and mih- 


items which have both civ 
tary-uses, such as computers and other 


“electronic goods. 5 
Cocom does not operate under any 

treaty, and thus its decisions — a quar- 
ter of its list of banned items is reviewed 
each year, and decisions must be unani- | 


¿particulari rly 
| pers avoi 
‘Hongkong en-route to China, say the 
- cargo: men, and ship their goods more 












ments” which are carried through into 
law by each member. © o. 

Cocom’s 16: members comprise: the 
US, Britain and other’ members of the 
North Atlantic Treaty Organisation — 
except Iceland -—.and Japan. Although 
Hongkong is not itself a member, as a 
British territory until its sovereignty 
reverts to China in 1997 it must abide 
by - Cocom = restrictions .as defined 
by. Britain and codified in Hong- 
kong law as the Import and Export 
(Strategic Commodities) Regulations. 

But the Cocom list, and. hence the 
British: and:Hongkong law, a series of 
guidelines rather than a “specific 
products: Because Hongkong has very 

ittle or no industrial expertise ofits own 
in the proscribed fields — and uses tele- 
communications experts at the Hong- 
kong General Post Office.as its arbiters 
in hi-tech export licensing. — disputed 
or doubtful cases must be referred to 
British officials in London, thus incur- 
ring a.delay of amonth or more. 
The result.is that: US exporters — 
of electronics — and ship- 
having their. goods transit 





































expensively either via Japan or via 
Europe: ; : 

People involved i in the freight busi- 
ness and a Hongkong trade official were 


quick to point out that if a shipment was 


-covered by a US-issued export aoe 


e. 











Takeshita visits ts Mulroney is in Ottawa in 
January. 

A senior Japanese Government offi- 
cial told the REVIEW that the steel in- 
dustry is keeping Takeshita briefed on 
the situation and it will be taken up in 
Ottawa.” 





At and frustration i is being shown 
by both sides. The Japanese took 
the unusual step of not only being highly 
critical of the Quintette management, 
but also of doing it in public. They ac- 
cused Quintette of total “intransi- 
gence,” adding: “The Japanese buyers 
are entitled under their metallurgical 
coal purchase agreements with Quin- 
tette to a review and adjustment of the 
basic price to reflect the world market 
price on 1 April 1987.” 

‘Quintette president Paul Kostuik 
replied that the Japanese had no con- 
tractual right to cancel its deal for the 
next 10 years. “Quintette has met all 
its obligations to everyone ... . [haven’t 








got a clue what they are talking about.” 
Kostuik warned that Quintette 
would have to shut down if the Japan- 


mean that the smaller neighbouring 
| Bullmoose mine, operated by Van- 
couver-based Teck Corp., would also 
have to close as it would be uneconomic 
to operate the government-owned rail- 
way and coal port serving the mines on 
the relatively small throughput from 
Builmoose. 

. «Teck, which does not have to re- 
negotiate the price clause in its sales 
contract. with the steel industry until 


| 1989, is currently selling its coal at C$92 


‘atonne. Its mine will have virtually paid 
for itself by the time new tiations 
begin. Quintette faces a completely dif- 
ferent financial picture and still carries 
abont C$700 million in debt but can ser- 
| vice its costs at current price levels. 

In any event, both mines may be 
forced to close down temporarily. The 
Japanese, whether by design or other- 





| 





wise, have fallen far behind in their. 


| at the coal-loading facility at 
ese force a price cut. That would also | 


Canadian politicians have pointed 


- shareholders. 





reed uptake of coal and storage ca 






Rupert, on the northern coast of BC 
nearly exhausted. 

Arbitration over the price deadlock 
could take a year or more and there ar 
increasing signs that a political settl 
ment may be the only practical solutio: 















that the northeast project was de 
veloped at the behest of the Japanese 
Ironically, both mines have Japanes 













The Canadian and BC government 
poured C$1.2 billion into opening 
the coalfields, including construction € 
a 129-km rail line link to. the coast a 
the 12-million-tonnes-a-year coa 
Neither government, especially 
gov ernment, which receives a roys 
m every tonne that moves 
line, appears prepared to allow the Ja 
panese to walk away from their con 
tracts. 







































there was no problem for cargo transit- 
ing Hongkong — the required Hong- 
kong import licence is easy to obtain in 
any case, and. with documented US 
clearance a Hongkong: export licence 
can be issued with little delay. 

But when US authorities refuse to 
issue a special export licence for 
strategic goods because, in their view, it 
is not a Crear the cargo-forwardin 
` agency in Hongkong can find itself stuc 
with a shipment delayed in transit be- 
cause Hongkong officials then find it 
necessary to undertake a detailed 


examination of the goods before issuing, 


their own export licence. A Hongkong 
official explained: “Hongkong is not 
part of the US. It may be.necessary to 
get a Hongkong export licence accord- 
ing to our interpretation of the Hong- 
kong law.” 


ne freight forwarder, who has en- 
countered this problem with US 
electronic goods bound for China, told 
the REVIEW:: “We try to avoid going via 
Hongkong, but sometimes. capacity 
limits force us to do so.” Asis common 
practice, his was.a consolidated ship- 
ment of a number of small items ya 
different sources ‘on. one. waybill, in 
which most of the goods were verad 
by US strategic export licences, but 
some were not because US officials said 
no licence was necessary for them. 
But because Hongkong officials 
would not accept the US exemption 
‘from special licensing on part of the 
shipment without further technical 
documents covering the equipment’s 
specifications, he was faced with a long 
and unacceptable delay in delivering the 
entire shipment to China. His solution. 
was to send the goods back to the US for 
fréshipping to China via Tokyo, thus ob= 























viating much of the delay but incurrin 
an extra cost of several thousand Us 
dollars in freight charges. 
The forwarder said he and other 
cargo men were trying to use Hongkons 
-as a hub for shipping to China, but U! 


bound shipments via Japan where, ap- 
parently, US licensing judgments were 
more readily accepted. He pointed out 
that the freight rate from the US to 
Japan was about 20% higher than the 
US-Hongkong rate, while the US- 
China rate via Europe was up to 100% 
more, but the extra cost was often less 









Hongkong: 
A Hongkong: trade 


electronics. companies were. voting ` 
against Hongkong because of the. licens- 
ing problem and were diverting China- 





_important than the potential delay in. 


-a chokepoint for China-bound electro- 
} nics or other items which might even-: 


- proscription, 
point 


. Hon 











REVIEW that Hongkong had no choi 
but to follow the British list of strategic 
commodities because, while Hongkong 
is a member in its own right of various. 
international trade forums such as Ga 
and the Multilateral Fibre Arran 
ment; it is not a member of Cocom. H 
said several hundred “difficult” case 
year were referred to Britain’s Depar 
ment of Trade and Industry with furthe 
information from shippers. 

He emphasised that “our whole pur 
pose is to facilitate trade — we don’t: 
make any money out of this [licensing] 
documentation,” and said there were 
conflicting reports as to whether Tokyo 
or Singapore were. easier transship- 
ment points. But he added. that the 
Hongkong export-licensing procedure: 
was intended to protect Hongkong’s in 
ternational reputation with regard. t 
Cocom rules, saying: “In the US there 
are two groups of people, one saying 
we’re too lax and the other saying we're 
too tight. It depends. whether you're’ 
looking at it from the point of view o 
defence or commerce.” 

He agreed that- there was a certain 
irony in Hongkong apparently acting as: 






































tually prove to be exempt from Cocom. 
though. he and othe 
| out ‘that similar problems cai 
occur with transshipments elsewhere 
including via the. US, because of differ- 
ent. interpretations: of the Cocom list. 
He refused. to speculate on what 
situation might be in 1997, after. which 
ong will be a Special Administra- 
tive Region of China — and hence, as 
the Cocom agreement now stands, : 
laps liable to find many of. its pre- 





























“sent hi-tech importing, freedoms ner 
ribed. n 
















“Just how little leeway Keating en- 
joys was:shöwn in a new.study of the 
debt problem by Sydney University 
economist Warren Hogan, for West- 
pac Bank and the Australian Chamber: 
of Commerce. Using data from the 




























gures emerging on the struc- 
ure of = Australia’s — high 
í hi te country 


anag man, gia some mod- 
iprovement inthe cur- 
ccount cma over fons = 


ng greatly over thea next ‘hiree 
eats, Canberra’ will have to 
monstrate exceptional skills.of 
nomic management and the work- 
force a rare degree of restraint if new 
are not to require currency 
ma kdowns and interest-rate jumps. 
ven then; Auscralia will be depen- 
on the prices of-the dozen’ or so 
jor commodities it exports, including 
minium, coal, gold, iron, base met- 
troleum, wheat, wool and beef. 
, wool and copper have kept the 
verall export basket'’s value up since 
he October sharemarket crash. But, 
‘ith the possible exception of gold, all 
an ponents y would be weakened by a 
recession, 
Australia’s gross foreign debt rose to 
t under A$110 billion (US$76.5 bil- 
, or 41.6% of GDP, in mid-1987, 
om A$24.3 billion (15.7%) of GDP 
ve years earlier. Even when foreign as- 
ts are deducted, net foreign debt was 
82.9 billion at mid-year — 31.4% of 
DP and treble the burden on the econ- 
omy five years before. 
Although the growth in debt slack- 
zd off in the year to June 1987, helped 
tally in the Australian dollar which 
educed the value of existing debt in the 
ocal currency, many economists see a 
ger of the de 












ie for the year to June 
988 is A$11.5 billion, or 4% ~ 


EPACS | has estim ed that 
net foreign debt could be 
stabilised at 40% of GDP by 
the early 1990s, on ce 
-sumptio at the trade ac- 
count would switch to a sur- 





reinforcing itself — 





REVIEWDIAGRAM by Ricky Hii 


plus equal to 1% of GDP by 1990 (instead | 


of the 3% or so deficit of recent times), 
that domestic-demand growth would be 
a modest 1.5-2%, while the economy 
grew at 2.5-3%, and that wage and price 
moderation would keep the competitive 
gains of the 1985-86 dollar depreciation. 
Economic data for the.third quarter 
of 1987 showed Australia was slipping 


back into old ways: Inflation was com- 


ing down (at 8.3% a year) and wages 
growth (about 6%). moderate. by Aus- 
tralian standards, but. both were still 
way above rates in competitive foreign 
markets. The improvement in the trade 
account paused — as domestic demand 


boomed — tothe point where Treasurer: 
Paul Keating said a weakening of local’ 


consumer confidence was the “silver lin- 
ing” of the sharemarket collapse. 
However, Keating and colleagues in 
the Australian Labor Party government 
are under mounting pressure to take 
what precautions they can against a fall 
in export prices; -by going beyond -the 
balanced federal-budget announced for 
1987-88 to produce further public-sec- 


. tor savings. This would mean bearing 


down heavily on the state governments, 
whose continued deficits account en- 


AUSTRALIA’S GROWING 
DEBT BURDEN 





Bank for International Settle- 
ments: (the clearing agency for 
central banks) Hogan put the 
proportion of foreign debt having 
“maturity of one year or less at 
20% in mid-1985. Over. the fol- 
“lowing. two years, Hogan sug- 
gests. the maturity weighting 
‘has been further shortened. 
‘During the five-year adjust- 
“ment process (from the end. of 
1986) seen by EPAC and others, 
about half of the gross debt 
i +- about A$55 bil- 
plus half of new borrow-- 
ings over the five-year. period. 
“Should doubts: be held on the 
capacity: of the Australian Gov- 
ernment.t manage its exposure 
and of resident companies to repay, 
then refinancing will become more dif- 
ficult and certainly more onerous in ser- 
vicing costs,” Hogan said. 

For private borrowers, the- 
the Australian-dollar section of the 
Eurobond market from: mid-1985 has 
provided a welcome source of relatively 
cheap loan funds without currency risk. 
In 1987 (to the end of October), issues 
of “Euro-Aussies” totalled A$12.7 bil- 
lion, making it the second most 
favoured currency in Euromarket secu- 
rities after the US dollar. 

The sector was stopped dead by the 
19 October sharemarket crisis. Al- 
though some companies are beginning 
to test-the waters again, several of the 
merchant banks which’built the market 
— notably Canada’s Orion Royal Bank 
- have closed down their Euro-Aussie 
operations. The Australia. and New 
Zealand Banking Group said in a recent 
market commentary that a period of 
currency stability was a prerequisite toa 
recovery that would be: followed by 
further progress in reducing the current- 
account deficit and inflation. | 

. This would become more important 
as’ lage stocks of Australian-dollar 

bonds» matured.. As most 
. bonds have three- or five- 
year maturities, peaks would 
occur in 1990 and 1992. The 
desertion of Australian-dol- 
lar securities by the predo- 
< minantly European: retail 
-purchasers would ‘severely 
-limit the borrowing avenues 
s<open to Australian com- 
panies. Although less than 

half the debt is owed by Aus- 
“tralian issuers, it would also 
; Jopross the Australian dollar 
: - Australian. borrowers 
: booi US dollars toredeem 

heir bonds. z 























































Come to the top. 


Make “AAA” rated Credit Suisse 
your global banking partner. 


Your Credit Suisse international banking Boston and.a network of over 70 banking Whatever your global banking needs 
partner can bring you a unique combi- offices on all five continents. may be, at Credit Suisse you'll find the 
nation of resources, contacts and know- in fact, Credit Suisse is one of the reliability and creativity you'd expect from 
how ail backed by a 130-year tradition of- world’s most highly capitalized banks, an acknowledged world leader in finan- 
commitment to excellence. with “AAA” long-term debt rating, a dis- cial services. 

At Credit Suisse, you'll benefit from - tinction assigned to only a handful of 
the global resources of our entire group of banks worldwide. As well as an Ai+-/P1 Credit Suisse. We do more to keep 
companies, including Credit Suisse First. short-term rating. you at the top. 





























































































































































































































Head Office: 8001 Paradeplatz 8 - Hong Kong: Credit Suisse, Far East Finance Center, 36th Floor. 16 Harcourt Road, GPO Box 568, Tel. Rep.-Office 5-8230812 - Si 

Suisse, Standard C ed Bank Building, 6. Battery Road 37-01, PO. Box 776, Singapore 9015, Republic of Singapore, fel Branch 225 20.55. Tel. Rep.-Office 225 19 11-- 

Ark Mori Building, 32 Floor, 1-12-32 Akasaka, Minato-Ku, Tokyo 107, Tel. Branch (03) 589-36 36, Credit Suisse Trust and Banking Go. Lid (CSTRB), Tel. (03) 58938. 36, Rep-Office, Yurakuchi 
Denki Building, Suite 204, 7-1, Yurakucho }-chome, Chiyoda-ku, CPO. Bok 1826, Tokyo 100, Tel. 03} 214 00 35 - Osak: t Suisse, Yodoko No. 2 Building, 4-chome, Bakuro-machi, 
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“Vye got a terrific ball! When dad told me it was made 

__ of plastic I didn’t believe him. I haven't missed a goal 
since I got it. It puts up with all kinds of rough treatment - 

even my dog's teeth! All my friends are jealous. I really 

think that the people who made it are clever! 

That's true: the innovators of to-day are clever and 

- Atochem’s chemistry is here to help them. To help them 

to produce better and more reliable products and to meet 

e needs of to-day’s high technology. 

: Atochem has laboratories, research centres and 

production sites which by working in close collaboration 

with each other ensure successful products for the Hon 

imnovators, ‘Telex: 39712 HKATO HX 


Atochem: The way forward for innovators. Melbourne 

: : Tél. :-61.(3) 48.40.33 
‘Telex: 154171 ATOMEL AA 
Singapour - 

Tel: : (65) 225.03.88 

Telex: 34502 ATOSEA RS 
Tokyo 

Tél.: 81 (3) 234.74.41 
Telex: 2325419 ATOCHM J 






















- ATOCHEM in France and the world. 


- 10,000 employees plus. 

~ 35 productions plants in 
France and the world. 

- 4 research and 
development centres. 

~ 1 technical centre 

.. {engineering}. 













- Network spreading over 
97 countries on 5 continents. 
~ Turnover: FF 20 billions. 
~ Main activity sectors: 
Basic chemicals, 
Fine and speciality 
chemicals, Plastic materials. 












ATOCHEM 
mere LRU) 


Heed office 

4, cours Michelet 

La Défense 10 - Cedex 42 

92091 Paris La Défense (France) 

Tei. (1) 49.00.80.80 - Télex : ATO 611922 F 
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Fig F Exemplary teamwork. 





PRECISION, CO-ORDINATION, COURAGE 
~ REQUISITES FOR SUCCESS - 






























EGYPT, B.C. And down the Nile, stroke for stroke, the oared galleys 
raced. Competitive rowing was born. Today, rowing as a sport has reached 
Olympic Games status. Crews ranging from two to eight men, each using 
a single oar, display all that is best in teamwork, as they strive for perfect 
co-ordination. 

THE STROKE: Four 
separate parts go together 
to form a rowing stroke. 
When entice: as a smooth, continuous sequence, the potential speed of the 











vessel is optimised. If any one part of the sequence is inefficiently executed, 
the entire motion breaks down. The four parts are called: the recovery, catch, 
drive and release. 

TIMING: The single most important facet of rowing is timing. Efficiency 
is maximised when force over distance is applied in the 
shortest possible time. A cadence of thirty-two to forty 
strokes per minute is achieved in competitive rowing. 





THE TEAM: The critical point in rowing 
is the even distribution of power amongst all | 


crew members. Harmony is all. The adage ‘pull- mee 
together’ was born of rowing. The team must e 


confidence in each other, practise a great deal together and learn team skills. 


$ QUT RIGGER 





Fiz. 3 Equipment to facilitate optimum power. 


Sheer strength is not enough. As in all team endeavour, competence and 
confidence are two sides of one coin. 

The ‘team’ philosophy has been integral in the ascension of Westpac 
as Australia's world bank. To talk trade finance, foreign exchange, capital 
markets or project finance, contact Australia’s largest and most experienced 


banking and finance group. Westpac 
Australias world bank. 












fig. 4 Designed for winning. Sy Sy 


Bahrain, Beijing, Chicago, Columbus, Frankfurt, Honiara, Hong Kong, Houston, Jakarta, Jersey, 
Kuala Lumpur, London, Los Angeles, New York, Port Moresby, San Francisco, Seoul, Singapore, 
Suva, Sydney, Taipei, Tarawa Bairiki, Tokyo, Vila, Wellington. 


| 
| 
l 
| 


Ogilvy MWPOMSIER 





“Doairlines really 
understand the needs o 
business travellers? 





Business travel is, essentially, getting from Exactly what you need to get from A to B, 
_ AtoB. Fast, on time and in comfort. Which is why _ hassle-free. Test us, try us, fly us. 

_ frequent travellers choose KLM. ecoe 

S Because our world-wide schedules are con- . ore acer 

_ venient. And our service is reliable and friendly. _ The Reliable Airline KLM 


Roval Dutch Airlines 










POLICIES 


By Be 






Putting up a tough act 


Malaysia’s new copyright laws fall short of expectations 


By Nick Seaward in Kuala Lumpur 
M alaysia’s tough new Copyright Act 
came into force on 1 December, 
providing much i ge protection for 
owners of intellectual property. How- 
ever, critics have accused the govern- 
ment of deliberately including one pro- 
vision that will prevent Malaysia from 
acceding to the 1886 Berne and 1952 
Universal Copyright conventions. As a 
result, much foreign intellectual prop- 
erty will remain unprotected in Malay- 
sia until bilateral copyright protection 
agreements are made. 

The controversial provision is Arti- 
cle 24 of the act, which states that 
copyright will be deemed not to have 
been infringed by the use, reproduction 
or adaptation of any work by the gov- 
ernment. The government undertakes 
to pay “adequate compensation” to the 
owner of the copyright. In practice, 
however, this means that government 
agencies such as Radio Television Ma- 
laysia — which has not paid any royal- 
ties for its use of copyright works since 
1970 — will be able to determine how 
much they want to pay in future. 

According to legal sources, Malaysia 
was warned iy the UN’s World Intel- 
lectual Property Organisation that 
insistence upon Article 24 would pee: 
clude accession to the conventions. The 
sources are baffled as to why Malaysia 
has chosen to go ahead with it anyway, 
especially as the Berne Convention has 
been amended to allow developing 
countries to make cheap copies for edu- 
cational purposes. “There’s a total wall 
of silence on this point,” said one law- 
yer. 

Owing to this refusal to join the con- 
ventions, Malaysia will continue to be 
vulnerable to pressure from its major 
trading partners over the foreign 
copyright issue until bilateral agree- 
ments are signed with them. Under the 
provisions of the new act, foreign works 


are protected only if they are published 
in Malaysia within 30 days of their publi- 
cation in their country of origin. With 
major musical works that may be possi- 
ble but for films, for instance, lawyers 
say that a video would have to be onsale 
here while the feature was still playing 
in the first-run theatres in the US or in 
Europe. 

The US has informally threatened to 
remove Malaysia's privileges under the 
Generalised System of Preferences 
unless US-owned intellectual pro- 
perty is protected. Privately, officials 
from Malaysia’s Ministry of Trade 
and Industry (which will administer the 
new law) admit that the act was drawn 
up principally in response to this pres- 
sure. It is no surprise, therefore, that 
the ministry has been pressing hard for 
bilateral pacts with the US and Britain. 

Talks are indeed under way between 
Malaysia and both Britain and the US 
on such bilateral copyright agreements. 
However, as one Western official put it, 
“one man’s minor details are another 
man’s major stumbling block.” Article 
24 is span to blame — in particular, its 
possible application to the use of com- 
puter programmes, which have been pro- 
tected specifically for the first time with 
the new act — but there are also a few 
technical points to be resolved. 


O nce these differences are overcome, 
foreign copyright holders are hope- 
ful that implementation of the act 
will be speedy and decisive. This would 
be a marked improvement on their ex- 
perience with the former Copyright Act 
1969, which needed 12 years before the 
police started to enforce it and a further 
four years before its main provisions 
were finally upheld by the Supreme 
ae in a landmark decision on 17 May 
1985. 


In particular, they are pleased with 





3i printing false addresses on the labels. 
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the appointment of a lawyer and 
policeman, Abdul Jabbar bin Kamin, to — 


the newly created post of controller of 
_| copyright. Nicholas Garnett, regional | 


director for the International Federa- 
tion of Phonogram and Vi m Pro- 
ducers (IFPI), told the REVIEW that “it 


looks as if he’s going to be very goa in- | 


deed.” Garnett*s enthusiasm is 





to stem from Jabbar’s pr r use of 


the Trade Descriptions Act in the re 


to prosecute cassette-tape pirates 


Su 
r all 


right protection is concerned, the new — 
act is expected to wipe out the bulk of — 
Malaysia's thriving music piracy indus- — 
try, as the local repertoire — which is 
fully protected — only constitutes some : 
30-40% of the market. People found in — 
possession of three or more pirated — 
copies of the same piece of recorded 
work will be liable to a maximum fine of 
M$10,000 (US$3,992) for each pirated 
copy upon first conviction, rising to a 
maximum of M$20,000 
sequent convictions. 


It is small wonder that with these _ 


kinds of penalties traders in pirated 
goods have been trying to clear their 
stock as fast as they can. The Kuala 
Lumpur branch of the IFPI office is cur- 
rently trying to dispose of 30,000 pirated 
cassette tapes surrendered to it by one 
oe manufacturer shortly before the 
1 December deadline. Once thriving 


software-copying shops are also nowde- | _ 


serted. 

The large fines have also caused 
something of an over-reaction among 
those playing music over public address 
systems. Many sho 
hotels i E playing the music while — 
they sought clarification over payment 
of royalties: they have been advised to 
carry on until such time as representa- 
tives of the music industry manage to set 


up a central body for the collection of | 


royalties. 

peices the collection of royalties 
on the ormance of music may be 
one of the most difficult aspects of the 
new act to enforce. Article 13 specifi- 
cally states that copyright in respect of 
recordings being broadcast or com- 
municated to the pee may not be en- 
forced “without the consent of the au- 
thor of the musical work.” There is no 
mention of heirs or successors to such 
copyright, which makes it difficult to 
imagine how copyright holders are 
going to collect their royalties on the 
works of deceased compres: 

These hitches can solved later: 
“Our problem at the moment is piracy, 
not collecting royalties,” said Garnett. 
Although Garnett believes that some 

ple will still be prepared to risk the 

igher penalties in order to continue 
making the enormous profits to be had 
from piracy, he considers the act to be 
one of the strongest in Asia. 
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legal ae should no | 
| longer be necessary. Fo 


its 
comings, as far as foreign copy- | 


ing complexes and | 
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“Multinational chemical firms seek 


-By Bob Johnstone in Tokyo. A 


he accent may. be-broad Belfast but- 
the language that Bill Madden, pres- 
“ident of ICI Japan, speaks as he wel- 
comes visitors to his company’s new, 
multimillion-dollar technical centre: in 
Tsukuba Science City is pure Japanese. . 
Formerly a director of ICPs biggest 
business: division, Madden spent the 
first six months after he arrived in Japan 
ast year learning Japanese. Taking a 
p manager out of the line-to do alan- 
guage course was an unprecedent- 
ed step for the British-based multi- 
national... 3 
» 1Cl recognised it needed to. have a 
president who could talk to clients in 
heir own language. More important, it 
needed a place where the company’s 
_ scientists could. work with its clients to 
develop new products and applications. 
CICI is: not. the only. multinational 
which has recognised the need to do re- 
earch in. Japan. In March, Du Pont 
opened -a` US$100. million. technical 
centre in Yokohama and next year 
uropean © giants Bayer ‘and Ciba- 
Geigy, and the US drug-maker Upjohn 
all plan to complete. large research 
facilities employing hundreds of 
Japanese scientists and engineers. 
~The main attraction for these com- 


































































Catalyst for char 


foothold in Japan - 





“panies: is that Japan is the wo 


seond-largest. market for chemicals, - 
pharmaceuticals and agrochemicals. Of 
these, the chemicals market is by far the 
biggest with annual world sales of about 
US8500 billion, of which Japan ac- 
counts for as much as 20%. 

In the past, legal-and cultural bar- 
riers and — it must be said — insuffi- 
cient effort have prevented the multina- 
tionals from carving themselves a pro- 

ortionate share of the Japanese mar- 

et. ICI’s Japanese sales, for example, 
are currently running-at just.3% of the 
company’s overall business. 

In 1973, the law: which. prevented 
foreign companies from setting up on 
their own in Japan (thus forcing them 
into joint ventures with local com- 
panies) was repealed, Cultural barriers 
remain, but companies- believe -that 
these too can be overcome, with their 
technical facilities acting as the beach- 
head. 

The initial role of these facilities is 
symbolic — to demonstrate long-term 
commitment to Japan. Once in full 
swing, however, they will enable the 
companies to perform a variety of im- 
portant functions. In particular, to: 

» Provide basic technical services, such 
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eadquarters. in Britain] and Nagoya 
was clearly crackers,” Madden says, 
“We know, because we tried it.” 

Serve other Asian markets. Du Pont, 
‘for example, plans to bring customers 
‘from the rest of Asia to its Yokohama 
centre, according tò Tom Jordan, vice- 
president of Du Pont Japan. © hs 
trends: in <technology. 
Japanese. technology is continuously 
changing, and the pace of change is fast. 
As. far as Asia is concerned, Jordan 
says, “there is no question that [Japan] 
is where. the. sophisticated technology 
is.” Keeping up with technological de- 
velopment in Tapan should also.-help 
companies stay ahead in other markets, 
too. “Because the level of technology: 
and the requirements from customers — 
are $0. high here,” says ‘Kiichiro 
Sasaguri,; director of US chemical firm 
V. R. Grace’s new research centre at 
Atsugi: in Tokyo, “if you can win in 
Japan, you can win in the world.” 

> Capitalise on Japanese scientific 
strengibsin areas where Japan leads the 
world — optoelectronics; ceramics and 
fermentation being the ones most often 
mentioned. Jordan says that Du Pont 
Japan has already developed.a range of 
optoelectronic connectors for hooking 

















up optical fibres: Du Pont now sells 
_ these connectors worldwide. 





Com} 









hy should Japan, which is smaller 
than California and with only 15% 
ble land, be the second-largest user 
srochemicals in the world? The ans- 
not that Japan has pro- 
ore pests and weeds than 










‘simply that the typical Japanese 
‘is a part-timer who spends 
s as little as one day a week tend- 
G but convenience, and for this he 
ith ample suppo 
ends, the Japanese Government — is 
pared to pay a premium price. — 
The Japanese agrochemicals market 
ot only very bi 1986 Japanese 
i sa “75 bilhon for 



















‘anew 


Research is the key 


ies cash in on lucrative farming market 


fields. His main concern ts noteb | 


rom.his good |. 


| highly competitive one, with a 





near Tsukuba ‘Science | 
Th <“To survive in this 


began operations in Chiba in Sep- 
tember, and Rhone-Poulenc reportedly 
plans to build another next year. Bayer, 
Ciba-Geigy and the US firm, Mon- 
santo, also run similar stations. 

The subject of much oftheir research 
is rice, which accounts for about half 
Japan’s agricultural production. Japan- 
‘ese rice paddies, say informed sources, 


: though it makes up only 2% of the 


world’s rice hectarage, receives 50% of 
all the agrochemicals applied to rice. 
The rice is not indica, the dry, fluffy 
variety: grown throughout Asia, but 
japonica, the wet, sticky, short-grained 
type the Japanese love to eat. The dif- 
ference in variety makes it essential for 


the companies to do research under RF d 


pical Japanese conditions. Existing field 
stations in countries lik 
will not do: MS 
Japan’s agrochemi 








research-based companies: act 
markė 













e the Philippines | 


cals market is 4 | a 
jeast 25 






Werner Gotz, manager of Hoechst 
Japan’s agricultural. division, “it's cru- 
cial to have research here.” 

Gotz: points out that having a field 
station puts a foreign company.on a par 
with its Japanese rivals. It also does 
wonders for the company’s reputation 
withclients. - 

But the price of entry is steep. ICTs 
US$7.5 million, 8.3:ha station. is. simul- 
taneously the smallest and the most ex- 
pensive of its 12 stations worldwide. 
Paul French, the station’s manager, 
| reckons that the same money would buy 

half-a dozen field stations anywhere 

else. s 
‘The basic task of a field station is to 
| take promising new compounds synthe- 
sised by scientists at company head- 
nd- screen. them for any 
tivity and unwanted side- 
ish toxicity; a crucial factor 
Japanese market: 

idea is to optimise research — 
: and getting more 
winner could be 

















‘to this station, we gener- 
nal product,” Gotz rec- 








Optical disks for use as an-in- 
formation-storage medium are 
| another favourite research theme 
among chemical companies: In ad- 
dition, foreign companies.hope to. 
| learn from meticulous. Japanese 
‘| research methodology. and. prag- 
matic production tech y. les- 





CHEMICAL/PHARMACEUTICAL 
COMPANIES SETTING UP 
RESEARCH FACILITIES IN JAPAN 


Staff 








f > companies to` 
draw on the development skills of 











their.Japanese workers. A. good 
example. of such work.is a pro- 
„ject at ICTs centre. to de- 
{| velop high-speed colour-print- 
„ing systems based on the com- 
pany’s films and dye-stuffs tech- 
nology. , , 
A final function — getting the com- 
pany’s name known in Japan — has re- 
cently acquired added urgency, as more 
and more Japanese manufacturers set 
up. offshore, attempting to compensate 
for the appreciation of the yen.’ 
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apan can have ‘serious consequences 
_ elsewhere, as ICI discovered to its cost 
with Nissan in Britain. Madden reckons 
that had his company been humble 
enough ‘to license some polymers from 
some-of the car company’s Japanese 
suppliers, “our path with Nissan would 
have been infinitely easier.” 
-u Research at most of the new centres 


Failure to qualify as a supplier in 





will concentrate mainly on materials 


and electronics. The two are intimately- 


related — much of the progress in the 
electronics industry depends on the de- 
velopment of new chemical processes 
and materials. 

Chipmaking, for example, is. vir- 
tually all. chemistry, from thë 
99:9999999% pure silicon wafers which 
are its raw material, through the photo- 
resists and etchants which pattern them, 
to the plastic and ceramic packages used 
to. contain the chips. 

Two. examples of. plastic materials 
that ICI already sells to Japanese elec- 
tronics manufacturers are Méelinex, 


RemewTaaieoyricyt which is very sensitive to ecor 


which is used to m 
printed-circuit “boards _ fo: 
puter keyboards, and 
tough, heat-resistant mate 
to make carriers for- 
wafers. aes 
The multinationals arè- œ 
dent that, armed with 
“superior materials technology 
the local facilities to develop’ i 
they will be successful in Japan 
- Their confidence derives from th 
knowledge that they are much big- 
ger than Japanese chemical com 
panies, hence can afford to spend 
far more on research. i 
. Unlike steel, cars or electro- 
- nics, the Japanese chemical indus 
try has never really achieved | 
global presence. The main reasot 
for this is that the individual com 
panies are too small to become. 
‘major players in an industry 






























































omies of scale. 

Mitsubishi Chemical, Japan’s largest 
chemical company, is only a quarter the 
size of ICI. Hoechst (which, since its ac- 
quisition of Celanese earlier this year, 
now the largest chemical company i 
the world) spent more on research in 
1986 — over US$1.1 billion — than the 
‘top six Japanese chemical compani 
put together. aa 

“As far as the chemical industry 
concerned,” says Shigenori Koda 
senior managing director at Mitsui Pe 
rochemical, “Japan is still far behind th 
US and Europe.”» Chemistry, | 
points out, is a very innovative scier 




















ons, “then nobody has to think about 
[its] cost again.“ 

; Compared to, say, pharmaceuticals, 
agrochemical research is a hit-or-miss 
business. You can. test a new drug by 
having people swallow it. Not so with 
plants — “spraying crops,” says one ex- 
pert, “is like having everybody in Tokyo 
look up at the same time with their 
mouths open, then dropping aspirins on 
them.” In other words, the chances are 
that the compound will not get where it 
is supposed to go. 


wie a new compound, the normal 
W procedure in the West is to test it in 
the field. In Japan, research is done ona 
smaller scale. Compounds are initially 
tested in tiny, 10-cm tanks, then 25-cm 
ones. 

“Only when [the Japanese] have 
found out everything there is to know 
about a chemical under controlled con- 
ditions will they do a field trial,” says 
Fred Kohli, a former manager of ICI 
Japan’s plant-protection department, 
“just to confirm that they're not wrong.” 
Gotz agrees: “Japanese researchers 
take a different approach — they use re- 
latively smaller plots, they look more in 











detail. ..andthey observe much better.” 


Japanese farmers also take a differ-» 


ent approach to applying agrochemicals 
to their paddies. Since three-quarters.of 
them have full-time jobs in nearby 
towns and cities, their prime concern is 
getting the job done quickly. 
Application is. typically. done by 
pipe-dusting, a method unique to 
Japan. Herbicides and pesticides in 


powder or granular form are blown by a . 


motor-driven duster out of holes in a 
pipe held over the paddy. 
_ Convenience for the farmer means 


not having to bother about measuring. 


out liquid agrochemicals then diluting 
them for spraying, but using products 
ready-formulated, straight from the 
packet. It also means that one-shot pro- 
ducts (which only need to be applied 


‘once a week, instead of the. conven- 


tional three or four times) are becoming 
increasingly popular. i 
Japanese farmers use the more ex- 
pensive and sophisticated agrochemi- 
cals. In developing such compounds, 
foreign companies have the advantage 
over their Japanese rivals because they 
can afford to do far more research and 
development... 
































| tribution.” 


ICI, for example, spends .US$15 
million: a year on agricultural rese 
At the company’s plant-protection re 
search station at Jeallot’s Hill in sou 
ern England, there are. 180. orga 
chemists and more than 200 biologist 
working on the development of. nes 
compounds. z 
“There's no, question that we're 
stronger in research,” says John Finney, 
the station's research director, Finney. 
points out that in the past three years, 
ICI has launched six new, products on 
the market, more than any other a 
rochemical company. e 
One of the products it is introdu 
ing is an anti-lodging compound. 
| stunts the growth of a plant’s stem, r 
ducing the possibility of it being blown 
over by wind and damaged by rain. 
Such products are the result of inno- 
vation, widely regarded. as a Japanese 
| weak point. Over the next few years 
| “only those with strong R & D are 
going to make it,” predicts John Mitch- | 
ell, ICI's. Asian marketing director. 
“Most of the Japanese agrochemical - 
companies.are simply not going to be 
able. to remain in business except in di 














and, like many Japanese, he believes 
that innovation tends to be stifled in 
om by cultural and education inflexi- 
bility. 


As a result of their failure to inno- 
vate, Japanese chemical companies, ac- 
cording to Koda, “have no special or 
unique technologies” to offer, making it 
difficult for them to enter world mar- 
kets. Indeed, even when they do have 
such technologies, like the poly- 
propylene production process Mitsui 
Petrochemical developed with Italy’s 
Montedison in the mid-1970s, success 
still eludes them. 

Today Himont, a Montedison af- 
filiate, dominates the world poly- 
propylene market, with a production 
capacity 10 times that of its Japanese 

rtner. And, as Alexander Giacco, 

imont’s dynamic chairman says, in the 
chemical industry, “leaders make 
money, followers make a living.” 

In the past few years, the chemical 
industry has increasingly been charac- 
terised by two trends, One is global op- 
eration. The cost of research is now so 





rere sh 


refinery; tobacco and fruit production: 


En p 2 


breaking into agrochemical business. 


still thinks that a company belongs to its 
employees, not its shareholders. 

erging with, or, worse, being taken 
over by another company is looked 
upon in Japan as more or less immoral, 
even among companies in the same in- 
dustry within the same group. Koda 
points out that there have been rumours 
of a merger between his company and 
Mitsui Toatsu Chemicals for the past 20 
years. 

A recently ended round of 
rationalisation of Japanese chemical 
companies by the Ministry of Interna- 
tional Trade and Industry did not, it is 
widely felt, go far enough. Now, some 
non-Japanese believe that they can de- 
tect a wind of economic change. 

Madden believes further restructur- 
ing has got to come: “If not, it'll be dif- 
ficult [for the Japanese] to protect high- 
margin markets through distribution 
costs.” In 10 years, he thinks, “the 
Japanese won't be able to run 30-year- 
old ammonia plants, which they can do 
today.” 

Madden and Jordan both look for- 





high — for example, it now takes an 
average of 12 years and US$130 million 
to launch a new drug — that only the 
world is a big enough market to achieve 
a return on the outlay. “We must be 
world companies,” Giacco says, “if not, 
we can't survive.” 

The other is specialisation in selected 
market sectors. Himont, with its domin- 
ance in polypropylene, is an example 
of this. So in a different way is ICI, 
which, through acquisitions, has made 
itself the largest paint manufacturer in 
the world. Take these trends to their 
logical conclusion and the consequence, 
as ICI chairman Denys Henderson pre- 
dicted recently in Tokyo, is that “dom- 
inant companies will emerge .. . with 
smaller companies finding it harder to 
survive.” 

Henderson’s prediction must have 
sent chills down the spines of the 
Japanese, because the traditional 
methods of rapid growth, Western-style 
— merger and acquisition — are not 
open to them. In Japan, management 








Not only was it difficult to get good 
people, but emphasis on Ss env 
guage skills tended to mean that com- 
panies hired people who were better at 
translating than managing. 

Now, as a result of efforts to raise 
their profiles (via full-page ads in the 
Japanese press, glossy brochures distri- 
buted at Japanese universities and, 
more concretely, new links with univer- 
sities and government organisations — 
such as visiting scholarships overseas for 

rofessors or pornasi jobs for 
ureaucrats), foreign companies are be- 
ginning to find recruiting easier. 

At the top, they are able lure top 
research directors like W. R. Grace’s 
Sasaguri away from his employer of 30 
years, Asahi Chemical, a leading 
Japanese maker of synthetic fibres. 
Perhaps more significantly, they are 
also attracting good graduates. “The 
kind of graduates we're getting now are 
just outstanding,” says Jordan. 

Ambitious young chemists see op- 
portunities for advancement that they 
would not get in a traditional Japanese 












ward to opportunities for linkage with 
Japanese companies, through equity 

articipation rather than acquisition. 

rue, there have been one or two 
takeovers of Japanese companies by 
foreign firms, most notably Banyu, a 
second-tier drug maker, by the leading 
US drug company Merck in 1983, but 
these are extremely rare and even they 
have usually been preceded by equity 
participation. British Oxygen’s 25% 
stake in Osaka Oxygen acquired in 1982 
is seen as an encouraging example of the 
way to go. 


ne problem that the multinationals 
face in approaching firms is that, 
for all their size, they are still relatively 
unknown in Japan. Du Pont, for exam- 
le, is often mistaken for an unrelated 
rench company of the same name 
which makes cigarette lighters. ICI is 
mixed up with a Japanese ski manufac- 
turer called Ishii. 
In the past, lack of recognition has 
posed a serious problem in recruiting. 


company, where promotion and salary 
are typically determined by seniority 
rather than ability. And the chance of 
acquiring international experience is 
particularly attractive to them. 

But the problem is that such recruits 
will take years to develop into mature 
managers. Meanwhile, most foreign 
es concede that they are short- 
handed at the middle-management 
level. 

Having research facilities of their 
own will undoubtedly help the com- 
panies convince potential recruits that 
they are in Japan to stay. Ultimately, 
however, to attract good people and be 
seen as all-round chemical companies, 
they will need manufacturing facilities 
as well. 

To a limited extent, this is already 
happening. Bayer is building a new plas- 
tic-compounding plant which will be 
able to produce 3,500 tonnes of en- 

ineering plastic a year. At the back of 
its Tsukuba facility, ICI Japan has built 
two small manufacturing plants. oO 














re them. Nor can any professional or 
“Scholar or anyone who has dealings with Asia. Decide 
for yourself whether any other single medium puts the 
economic, social and political realities of Asia at your 
fingertips as does the Asia Yearbook. 


Now In Its 29th Edition 


The Asia 1988 Yearbook, now in its 29th year, is bigger . 


and more comprehensive than ever before. Matching 

the rapid pace of Asian development, it goes into great- 

er detail, with greater insight — a book which everyone 

who needs to know about Asia must have on the book- 
shelf. 


Features pa 
The Asia 1988 Yearbook offers completely revised 
chapters — covering anothér historic year in Asia, and 
analysing US involvement in the region and you will also 
find familiar chapters and features as well: a portrait of 
The Entire Region, The Power Game,* Population & 
Food, Development Banks, Asian Finance, Asian In- 
vestment, Commodities, Energy, Aviation, Shipping, 
Fishing, Trade & Aid, the Pacific, Asian & Pacific Or- 
ganisations, a round-up of the year's news stories, and 
much more. 


As in the past, the Asia 1988 Yearbook has an abun- 


dance of charts, tables and graphics to illustrate the | 


material, including a full military profile of each regional 
country. ` 


The main body of the book contains chapters on 31 
countries, ranging from Afghanistan to:Japan, from 
China to New Zealand. ee 


Country-by-Country Analysis 


Each country is discussed with up-to-date reviews ofits 






Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure, complete with a map and lists. of 
leading public officials. The Asia 1988 Yearbook gives 





market potential and 





_ book experts. 


you localised, first-hand information on everything from - 





country chapter has a Databox giving essential vit 
statistics. And there is also a statistical round-up com- 
piled against a master questionnaire provided by Yeal 














How We Did It 
Published by the Far Eastern Economic Review, th 
Asia 1988 Yearbook is the result of thousands of manr 
hours of work during the year. Every week, the Review's 
correspondents file. on-the-spot reports from. ev 

major Asian capital and every area of interest through 
out the region. This leading team of writers, analysts. 
experts and research staff contribute (as they have reg 
ularly for 29 years) to keep the Asia 1988 Yearbook 

top of events. To give you Asia minus the mystery, 
minus the myth. To give you Asia as only the Far East 

ern Economic Review can. 
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“ByLouisedoRosarioinPeking == 
uaneng International Power: Deve- 
‘lopment. Corp., a low-profile 
inese firm se up to help overcome: 

















ported _AWO! 
coal-fired power plants with cheap 
foreign finance and successfully paved 
the way for investment management re- 
forms in other sectors. 
.. Huaneng has been so successful that 
king is considering it as a possible 
‘model for fast and professional invest- 
ment in important but capital-starved 
sectors, such as energy and transport. It 
has-been able to shop for competitively 
‘priced products, finalise complicated 
| negotiations, obtain cheap financing 
and arrange payment in kind through 
counter-trade deals with a speed and 
confidence that few Chinese corpora- 
‘tions can match. T3 ; 
-interms of dollars, ef- 
ficiency’ and . power, 
Huaneng belongs to the 
group of so-called Bi 
ive companies whic 
enjoy enormous au- 
-tomony and support from 
Peking. The other four 
are China International 
rust ict ee 
Corp. itic}, Sinopec, 
-the Hongkóäg based 
Everbright Industrial 
Corp. and the soon-to-be 
formed’ Kang Hua De- 
velopment Co. (Kang 
Hua is likely to be backed 
-by Deng Pufang, son of 
China’s elder statesman 
Deng Xiaoping. © The 
young Deng already 
heads a smaller outfit 
. with a similar name.) 
; . Huaneng’s impressive 
buying power has at- 
tracted the interest of a 
string of. international 
mpanies. “Everyone 
‘who's in the energy busi- 
ness is bidding for 
> Huaneng projects. It’s 
megabucks in terms of 
China business,” said a 
European _ engineering 
firm.  Asia’s ` dismal ~ 
energy-project market 
makes Huaneng an even 
: more attractive customer. 
“The last time we sold a 
major energy poje in 
the region was three years 
ago. With China, we ex- 













































































































‘Anew power centre 


< China’s Huaneng cuts through roadblocks to boost energy output 








pect import demand for at least another 
three to five years,” said one supplier. 
Huaneng’s shareholders represent a 
powerful array of interested parties. 
They include Huaneng Fine Coal Corp. 
(owned by the State Planning Commis- 
sion) with 60% , People’s Construction 


Bank of China with 10%, China Inter- |” 
| Minyi, “is a creature of reform.” At 


national Power and Electricity Corp. 
(owned by the Ministry of Water Re- 
sources and Electric Power, MWREP) 
with 5%, China Construction and In- 


vestment (owned by Bank of China, . 


BoC), with 15%, and China Resources 
Holdings (owned by the Ministry of 
Foreign Economic Relations and 
Trade, Mofert) with 10%. 

Both China Construction and China 
Resources are Hongkong-registered com- 
panies. Huaneng was therefore formed 
asa China-Hongkong joint venture so that 
it could enjoy certain tax exemptions. 





ble’ for overall planning), MWREP 
‘(technical studies), Mofert (commercial 
negotiations) and BoC (funding). 

Huaneng, says senior engineer Yu 










home, it is the middleman between cen- 
tral ministries and provincial govern- 
‘ments, balancing interests -on` both 
sides. Abroad, it has established 
enough credibility to be one. of the few 
Chinese entities able to borrow on its 
own without a BoC guarantee. 


S: up in mid-1985 with a registered 
capital of US$100 million, Huaneng | 
was an overnight success. Within eight 





months, it signed its first two con- 
tracts with Mitsubishi Heavy Indus- 
tries of Japan for four 


of 350-m coal-fired 
plants, ee ae 
To date, it has bought 


11 generating units (eight 
of 350 mW, one of T06- 
mW and two of 600 mW) 
for a total rated capacity 
of 4,106 mW at six power 
stations. The total. cost 
was some US$1.5-2 bil- 
lion, according to indus- 
try estimates. It is expect- 
ed-to purchase four more 
units totalling 1,400 mW 
for Luohuang in Sichuan 
and Yueyang in Hunan 
within the next few 
months. Huaneng also in- 
tends to buy four units of 
300 mW from the Soviet 
Union in a counter-trade 
deal. 

. About 85% of the cost 
of the power plants has 
been financed by export 
credits, with the remain- 
der provided. by commer- 
cial loans at competitive 
rates. 

Big projects in China, 





such as  Occidental’s 
joint-venture. develop- 
ment of Shanxi’s coal de- 
posits and the import of 
the Baoshan steel plant in 
Shanghai. typically take 





years of-difficult negotia- 








. tions, Huaneng, however, 
has shown that flexibility 
and speed are possible 
where the need is urgent. 
‘China’s .energy sector, 
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Generating competition 
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controlled by Citic 





itic chairman R as born. 









uaneng is facing a head-on challenge from a new veninie, Sunburst 
Energy Developmen Co., which was set up in June. Sunburst, which is 
MWREP, has already invited bids for two power- 
enerating units of 350 mW for Wuxi, the prosperous east China city where 


National Technical Import Corp. are at present the 
wer-plant imports. But one industry source 

these two. So far the new concern has re- 
Ve want to do more and talk less,” said one Sun- 


will need to carry on importing power-generat- 











arrangements äre: harsher than 
Huaneng’s. Huaneng pays first and 
- sells later. It also sells a much wider 
’ ‘ange of products. 

— Louise do Rosario 








particularly electricity generation, was a 
case in point. The electricity indus- 
try was grossly underdeveloped and 
unable to meet the needs of the 
country’s expanding economy, creat- 
ing a major roadblock to growth. 
China. has the capacity to build its 
own power plants, but not fast 
enough. 

Huaneng, reportedly a brainchild of 
acting Premier Li Peng when: he was 
minister of MWREP, was created to 
help speed up the conversion of power 
plants from oil to coal. It enjoys.a status 
‘which is close to that.of a ministry — 
both its chairman. and president: are 
former vice-ministers == and operates 
directly under the State Council's fi- 
nance office for the substitution of. oil 
with coal. It was given a free hand to buy 
and finance imports, and so far has im- 
ported about 20% of China’s targeted 
22-27,000 mW of increased thermal- 
paa output in the Seventh Five-Year 

lan (1986-90). 


Huaneng, despite being a seemingly | 


smooth operation, does have its wor- 
ries. China is reportedly about to set up 
a high-powered state energy commis- 
¿sioni under Li. This: would oversee 
the energy-related matters. which are 
currently divided: between five minis- 
tries. It is unclear whether Huaneng will 


come under this commission and have- 


its autonomy curbed. 


The power group also remains un-., 
tested in duties such as technology. 
transfer, project supervision and loan | 
` management — all are more complex « 


than mere shopping and buying of 
power plants. 

Huaneng’s development is likely to. 
be severely constrained by its confined 
area of activity — electric power—plant 
supply. Unlike Citic, which has ‘been 
broadly-defined as a conduit for foreign 


2000. Sunburst clearly 
in direct competition with Huaneng. “There are 
wer-plant business,” said a Sunburst executive. 
rs have reacted coolly to Sunburst’s offer because it 
o of the cost of the plants with coal. Sunburst’s barter 
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wants a slice of that busi- 











[Luohe power plant in Anhui province. Bas 








capital and technology, Huaneng’s mis- 
sion-is. to import much-needed power 
plants quickly. Yu said the firm had no 
immediate, plans. to` branch out into 
other areas, 

There is also the question of manage- 
ment expertise. Unlike Citic and Ever- 
bright, which are headed by well- 
connected. flamboyant entrepreneurs, 


| Huaneng is headed by civil servants who 


are -more inclined towards solid work 


| performance than high-risk, high-re- 


turn ventures. It has received a mixed 
teception: from foreign businessmen. 
Some regard it as highly professional 


-while others say its mariagement, stani- 
-dards have declined. 


Huaneng’s role could be further 
complicated by the.national energy in- 


vestment corporation which has. been | 


formed as: part of the 
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investment system. At the moment, 
Huaneng and the China National Tech- 
nical Import Corp. under Mofert are the 
two biggest power gao: importers. 

Ata time when China is reforming its 


investment system, Huaneng’s experi- 
ence may prove vital to four national 


companies which are being set up to run 
investments in energy, raw materials, 
agriculture and other sectors. Hua- 
neng’s counter-trade business is of 
| particular interest because of China’s 
| foreign-exchange shortage. Counter 
trade now accounts for about 35-60% of 
each Huaneng contract. Under such 
contracts, suppliers have to help sell or 








i J s . 
| Situation: fragile 
| prek is now clear evidence of a 
deterioration in the balance of pay- 
ments — and of a widening of focus in 
the government’s economic-manage- 
ment policy. In a short, but important, 
s on 1 December Finance Minister 
oger Douglas ere that 
there were deficiencies in the policy 
mix, which had in the past placed 
most of the burden for reducing in- 
flation on monetary policy. More em- 
hasis was needed on fiscal constraint, 
Rel olicy to bri 
eliance on monetary policy to brin 
down New Zealand's Qronically high 
inflation has produced high interest 
rates and an overvalued exchange rate. 
A false dawn of low interest rates in the 
second half of 1986 actually reflected a 
blowout in private-sector credit. The sub- 
sequent tightening led to 90-day com- 
mercial-interest rates in the high 20s in 
March-April, falling only to 19-20% 
through until the sharemarket crash. 
Consequently, as Overseas specu- 
lators reckoned the risk of devaluation 
to be outweighed by the attractive in- 
terest rates, the New Zealand dollar re- 
mained high. Instead of falling with 
interest rates, it climbed from 
around 50 US cents at the beginning 
of the year to 66 US cents on 6 Oc- 
tober and was trading around 64 US 
cents in early December. Only a small 
amount of that movement was due to 
the depreciation of the US dollar. On 
the trade-weighted index in use at 
the time (it has recently been al- 
tered), the New Zealand dollar’s rise 
was from about 65 to a peak of 76. 
This for once did not particularly 
affect farmers, who still produce 
about half the pei exports 
(mostly paced in US dollars). Prices 
rose substantially, keeping them 
ahead of the currency improvement 
and resulting in an 11% improve- 
= | ment in the terms of trade. 
-Butit did bite into the rest of the 
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ong list of products to choose from. 
bviously there are limits to the ex- 
tent the Huaneng model can be copied. 
Few Chinese companies are likely to 
enjoy Huaneng’s special status. There 
are also limits on the amount of export 
credit which countries are willing to ex- 
tend to China and on China’s ability to 
repay foreign loans, no matter how 
cheap they may be. . D 


ECONOMIC MONITOR NEW ZEALAND 


tradeables sector. Despite remarkable 
improvements in labour productivity 
(figures of 25-30% are common), ex- 
porting and import-competing firms 
have slipped backwards during the year. 
Investment has contracted sharply. And 
it has gradually begun to show in the 
balance of payments. The impact was at 
first masked by reduced ap of pet- 
roleum products due to the Motunui 
natural gas-to-gasoline plant coming on 
stream and by the terms of trade. But by 
October the trend was clear. 

Even these figures understated the 
case: the Statistics Department in its 
report of the October figures finally 
acknowledged economists’ criticisms 
that it was seriously underestimating the 
outflow of invisibles because of an un- 
derestimate of private-sector debt. Pri- 
vate-sector estimates of total forei 
debt range up to the equivalent of 85% 
of GDP. Servicing the total internal and 
external public-sector debt takes a quar- 
ter of the government’s budget. 

The 1986-87 peak in the balance of 

ayments is a deficit of about NZ$2 bil- 
ion (US$1.33 billion) on an annual 
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basis. That is below the last peak in 1983 
of about NZ$1.5 billion. The world 
sharemarket crash threatens to turn the 
terms of trade down again. If so, the 
coming trough may therefore be corres- 
ndingly lower than the last one (in 
ate 1984-early 1985) of about NZ$3 bil- 
lion. That figure now would represent 
about 6% of GDP. 

To get that down requires a substan- 
tially lower New Zealand dollar. But 
that would feed into inflation that, at 
10% is still more than twice that of 
trading partners, and trap the economy 
in a cycle of high inflation, high interest 
rates and a depreciating dollar. 

Douglas indicated in November a 
concern to maintain business confi- 
dence in the wake of the share crash. 
But he has very little room for fiscal or 
monetary action to stimulate internal 
business. So he has had to keep his focus 
on the longer term. In December, he 
highlighted the need to push ahead with 
deregulation, deprotection and tax re- 
form. 

Douglas also widened his emphasis, 
giving more weight to fiscal constraint. 
n fact, he has reduced the budget gap 
from a high of 9% of GDP in 1983-84 to 
about 2% in the current year (ending in 
March) — which he expects asset 
sales to turn into a NZ$229 million 
surplus. But to make real progress in 
dealing with the debt-inflation-in- 
terest-exchange nexus, he must cut 
spending. That looks doubtful, until 
savings can be found in social pro- 
grammes. 

The economy is thus very fragile: 
an overvalued dollar, a fall in which 
would refuel inflation and, poten- 
tially, interest rates and continue to 
hold down investment. The next 
worry is unemployment. At 92,000 
(6% of the workforce) it is still well 
below most comparable countries. 
But most forecasters expect it to rise 
sharply, bringing with it pressures for 

overnment intervention Douglas 
eels the country cannot afford. 
— Colin James 
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[ you are living or working abroad, Abbey National 

will help you make the most of your money. 
n Jersey’s genial financial climate, your funds will flourish 
s surely as the flowers. And now that Abbey National 
s established in the Island, you can have all the benefits 
if a building society account with high, tax-free interest, 
nd much more besides. 

We've joined forces with The First National Bank 
£ Chicago to introduce a fast and highly efficient 
aternational money transfer system which allows you to 
ransfer money from your bank account to your Offshore : 
avestment account, wherever you happen to be. 










ing Director, Abbey Natio: 


Our Offshore investment accounts are so flexible, | 10: Peter Donne Davis, ; 
‘ou'll find exactly the right one for your needs. Offshore Nes ) fl d, PO Box Ale ue) T Hon 
‘lus offers instant access and five rates of interest, | Ingouville Place, St Helier, Jersey, Channel Islan 
epending on how much you wish to invest. You can start Please send me full details of the Abbey Natio: 


vith just £500. Offshore 90 offers even better rates (at 90 | Offshore Plus & Offshore 90 Accounts, including curre 
ays’ notice), and you need £1,000 to get started. In all interest rates. | 
ases, no tax is deducted; your interest is paid in full. 
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The new COMPAQ DESKPRO 386/20" 


- The world now has two new 

benchmarks from the leader 

_in high-performance personal 

computing. The new 20-MHz 

- COMPAQ DESKPRO 386/20 and 

-the 20-lb., 20-MHz COMPAQ 

- PORTABLE 386 deliver system 

performance that can rival 

-< minicomputers’. Plus they intro- 

-duce advanced capabilities 
without sacrificing compatibil- 

_ ity with the software and hard- 
ware you already own. 


Hong Kong, Microware U.S.A. Limited, Tel. no.: 471289, Tix. no.: 89586. Indonesia, Gmkom, Jakart 
-China/Minzu Hotel, Tel. no.: 568541 ext. 2957/2958, Tix. no.: 22848. People's Republic of China, Eekon 


Both employ an industry- 
standard 80386 microprocessor 
and sophisticated 32-bit architec- 
ture. Our newest portable is up 
to 25% faster and our desktop is 
actually up to 50% faster than 
16-MHz 386 PC's. But we did 
much more than simply increase 
the clock speed. 

For instance, the COMPAQ 
DESKPRO 386/20 uses a cache 
memory controller. It comple- 
ments the speed of the micropro- 


cessor, providing an increase in 
system performance up to 25% 
over other 20-MHz 386 PC's. It's 
also the first PC to offer an op- 
tional Weitek™ Coprocessor Board, 
which can give it the performance 
of a dedicated engineering work- 
station at a fraction of the cost. 

They both provide the most 
storage and memory within their 
classes. Up to 300 MB of storage 
in our latest desktop and up to 
100 MB in our new portable. 


a, Tel. no.: 361343, Tix. no.: 663651. Malaysia, Microcomputer Centre, Kuala 
—Hong Kong, Tel. no.: 714028, Tix. no.: 76626. Philippines, Datronics, Manila, 








and the new 20-MHz COMPAQ PORTABLE 386" 


Both use disk caching to inject 
more speed into disk-intensive 
applications. 

As for memory, get up to 16 MB 
of high-speed 32-bit RAM with 
the COMPAQ DESKPRO 386/20 
and up to 10 MB with the COMPAQ 
PORTABLE 386. Both computers 
feature the COMPAQ” Expanded 
Memory Manager, which supports 
the Lotus’/Intel*/Microsoft* Ex- 
panded Memory Specification 
to break the 640-Kbyte barrier. 


With these new computers 
plus the original COMPAQ 
DESKPRO 386", we now offer 
the broadest line of high- 
performance 386 solutions. 
They all let you run software 
being written to take advantage 
of 386 technology. 

And to prove it, from now until 
December 31, 1987, we're including 
Microsofts Windows/386 Presenta- 
tion Manager free with your pur- 
chase of any COMPAQ 386-based 


PC. It provides multitasking 
capabilities with today's DOS 
applications to make you consid- 
erably more productive. But 
that's just the beginning. For 
more information, see the listing _ 
below to call the Authorized 
COMPAO Computer Dealer 
nearest you. 





Intel, Lotus, Microsoft, and Weitek are 
trademarks of their respective companies. 
©1987 Compaq Computer Corporation. 
All rights reserved. 


Lumpur, Tel. no.: 7188332, Tix. no.: 37830. Pakistan, Computer Graphics and Systems, Lahore, Tel. no.: 237283, Tix. no.: 24492. People's Republic of China, ComputerLand 
Tel no: 818-2703, Tx. no.: 23232. Singapore, Computer Industries Ltd., Tel. no.: 225836, Tix. no.: 22907. Thailand, Olympia Thai, Bangkok, Tel. no.: 2340770, Thx. no.: 20191. 
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(KAMI-SHIBAI] 
A traditional picture-card show for children 

The story-teller turns the cards 

as he relates popular tales to his young audience, 


‘KAMI-SHIBAT ... a trip down memory’ lane... and the joy of reliving age-old tales... along with a touch of the new. 
NIPPON STEEL CORPORATION’s story began nearly a century ago. Now, as a new century draws near, we are 
_ preparing to meet it with an even more significant contribution to society, and even greater improvements to every- 
one’s way of life. Much of our story is still one of steel, but we are now adding new chapters in the fields of life 
-services, electronics, and the development of human resources. 

Get to know us better! And share with us the advantage of experience... along with the benefits of advanced technology. 
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We’re redefining the limits of 
international financial services. 
And that takes more than just 

a global presence. 
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The only cognac aged 
at the Chateau de Cognac. 
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INVESTMENT 


Warning bells 


Australian market raider sells assets to raise much-needed cash 


By Hamish McDonald in Sydney 

ith a series of asset sales, Austra- 

lian sharemarket raider Robert 
Holmes à Court has raised a huge 
amount of cash since the October mar- 
ket plunge, which has bought time, if 
not ultimate stability, for his highly 
leveraged Bell group of companies. 

It is unclear whether this represents 
merely the first stage of an order! liqui- 
dation of his paper empire, under the 

rodding of nervous bankers, owed col- 
ectively about A$5 billion (US$3.5 bil- 
lion), or a concentration of strength to 


‘mount yet another bid for control or 


ownership of the country’s largest com- 
pany, the Broken Hill Proprietary Co. 
(BHP), and try to crash through to 
safety that way. 

The sale by his paesi com n Bell 
Group, and ‘its - 8%-owned afi iliate, 
Bell Resources, of shares in the Pioneer 
Concrete group is thought to have 
realised ASI27 million. Bell Resources 

ained A$504 million from selling 5% of 
S oil major Texaco and A$285 million 
from a 2.5% parcel of BHP shares. Bell 
Group sold Perth city property for 
A$206 million, while its 49%-owned 
media arm J. N. Taylor Holdings raked 
is A$225 million for shares in John Fair- 
ax. 

The overall loss on these investments 
(before holding charges, which were 
offset somewhat by dividends) was 
about A$87 million before tax. Holmes 
à Court gained A$1.65 billion, reduced 
by A$447 million outlayed on BHP 
shares he was obliged to buy under put 
options, yielding a net cash gain of 
A$1.2 billion to offset against debt. In- 
cluding convertible securities, Bell 
Group has about A$2.85 
billion in borrowings, 
Bell Resources about 
A$3.1 billion, and Tay- 
lor about A$350 mil- 
lion. 

Some time this 
month, Holmes à Court 
is obliged to pay the 
newly privatised John 
Fairfax A$125 million as 
down-payment on its- 
Australian Financial 
Review and Times on 
Sunday newspapers and 
a radio network, with 
another A$350 million to 
follow in six months, To- 
gether, the two news- 
papers just about break 
even on operations. Un- 
less he on-sells (perhaps 
to cashed-up media ty-- 
coon Kerry Packer), 





_ has 








Holmes à Court will thus 
have put 40% of his 
newly released cash into 
a non-paying asset. 

The group has numer- 
ons eee ne n 
sell if ne . Be 
Group and Taylor have 
TV stations in Perth and 
Adelaide, theatrical and 
film chains in Britain, 
15% of Standard Chart- 
ered Bank, 42% of fi- 
nancial group Dewe 
Warren, 8.2% of Britis 
retailer Sears, perhaps 
A$300 million worth of 
property, and sundry in- 
grt arms in Austra- 
ia. 

Bell Resources still 
another 5% of 
Texaco, 10.7% of Pan- 
continental Mining, sizeable holdings in 
Queensland coal mines, and (with Bell 
Group) nearly 14% of BHP Gold. 
These would realise about A$1.7 bil- 
lion, though with a capital loss of about 
A$350 million. 

The group’s prize asset and biggest 
robiem ie Bell Resources’ stake in 
HP, limited to 30% since September 

1986 by a truce agreement with BHP 
and white-knight defender Elders IXL, 
which is limited to 20% of BHP. Bell 
and Elders are each about 1.5 points 
below their ceilings. Either may make a 
full bid for BHP with a cash offer. A 
partial bid would require a sharehold- 
ers’ meeting, at which the bidder would 
not be able to vote its shares. Neither 
Bell nor Elders may dis- 
pose of their shares with- 
out the consent of the 
other parties. 

Elders and Bell are 
sitting on minority BHP 
parcels on which holding 
costs are only half-co- 
vered by dividends. As 
the BHP share price has 
sunk from a year’s high 
of A$12 to around 
A$6.60 recently, capital 
pe have vanished for 

th parties. Elders is 
thought to be breaking 
even, Bell is losing on an 
average entry price of 
about A$7.20. 

Sharemarket rumours 
have run through the 
permutations by which 
the impasse could be re- 





solved: a BHP bid for 


Bell and/or Elders; BHP underwriting a ; 
one-for-one rights issue by Bell and | 
gaining control via non-subscriptions; 


BHP forcing Elders and Bell out by a 
rights issue of its own; and yet again a 
Bell bid for BHP, either full or partial. 
A close student of BHP, research 
partner Ian Story of Sydney stockbrok- 
moros nasca mes EF BZW Meares, said in 
a recent detailed study of 
Bell Resources that 
Holmes à Court has put 
> groupina by bias cash 
ow position is asset 
salst o, far. Bell Re- 
sources had a negative 
A$20 million cash flow, 
which could be covered 


the sale of minor assets. 

Story believes 
Holmes à Court is gear- 
o for another tilt at 
BHP. If it could be got 
past a shareholders’ 
meeting, a partial bid, 
for 50.1% control, would 

uire him to buy an ad- 
ditional 350 million 
shares at about A$9 
each, for an outlay of 
A$3.15 billion. 

Interest charges would exceed cash 
income by as much as A$400 million in a 
full year. Bell could alleviate this by 
A rears. increased dividends from 
BHP, paid quarterly instead of half- 
yearly, and by selling BHP assets such 
as the 55% equity in the gold arm and 
returning capital to shareholders. But 
for some time, Bell would be required 
to live off capital. A counter bid from 
Elders could be gratefully accepted by 
Bell, which could retire its debt and 
book a huge profit. 

A full bid would require A$10.2 bil- 
lion at A$9 a share, stretching Bell's 
debt-equity ratio to a peak of 10.8 times 
on total debt of A$17.9 billion. This 
would also stretch “any banking re- 
lationship to breaking point,” Story 
noted. A sell-off of all other invest- 
ments would give a marginally im- 
proved 10.2 gearing. On the other hand, 
a consolidated Bell Resources-BHP 
would have a cash flow of A$1.3 billion 
before dividends, meter increased in- 
terest of just under A$1 billion. 

Bankers to Holmes à Court will have 
to assess the risks in this scenario against 
the existing dangers in his group’s large 
portfolio of minority equity holdings. 
Aside from raising the funds, Holmes a 
Court's main problem would bé BHP’s 
blue-chip status with the public. 

Barring a revival of sharemarket bul- 
lishness, Elders would no doubt take its 
profits. But Bell might find it hard to 
reach the 90% compulsory acquisition 
level, given that BHP shares are 
perhaps the most widely held “nest- 
egg” equities among small investors — 
who remember the price hitting A$12 
within the past year. tg 
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By Jenny Walden in Hongkong ` l 
H ongkong’s toy industry has grown 
enormously over the past five years, 
but virtually all that growth has. come 
| from China. What was once a HK$9 bil- 


_ industry, is now a. HK$16 billion indus- 
try with a substantial proportion of that 
made up of re-exports of Chinese-con- 


as the world’s largest toy exporter 
and Hongkong’s fourth-largest ex- 
“port industry shifts its manufacturing 
base, local. production is changing 
shape. - 
__. Toys are a labour-intensive industry 
and Hongkong’s labour shortage, to- 
gëther-with the savings offered by the 


jn China, has sent more and more 


border: No. official figures exist, but 
rms:that do not manufacture in China 
re rare. 

“If you don’t have a China plant, you 
re finished,” said: Raymond Hung of 
Applied Electronics. “There would be 
no way that I could get 6,500 workers in 
Hongkong, or expand to 400,000 ft?. In 
China, it-cost us HK$24 million. If we 
did the same thing in Hongkong, 
it -would have -cost HK$150 mil- 
lion,” : 

Unlike the: garment, industry, toys 
are not everywhere subject to country- 
of-origin restrictions. The US, which 
‘absorbs about half of Hongkong’s toys, 
does not specify a country-of-origin re- 
quirement..Of Hongkong’s other three 
_ principal export markets, Britain and 
- West Germany usually require country- 
nae AA certification but. Canada does 
not: For a toy tobe labelled “Made in 
Hongkong,” it must have 25% Hong- 
kong cost-content and be assembled in 
Hongkong. age 
oS: Manufacturers estimate. that at least 

half of Hongkong’s toy production now 
‘comes from China and thatthe propor- 
tion will continue to grow: Trade figures 


< confirm the. estimates manufacturers | 


. base on experience. — 
Toy exports: from. Hongkong -have 
remained. steady over the- past few 
years, but -re-exports. of toys. from 
China have: grown steadily and now 
-amount to HK$6.3. billion or 96%. of 
` Hongkongs t toy- re-exports: of 
HK$6:6« billion- “According to the 
Hongkong Trade: Development Coun- 
cil, Hongkong. businesses account for 
at least 80% of the territory's re-ex- 
ports of toys from China. : : 
Those best able: to profit from mov- 
-ing to China are the big companies will- 
ing tou 















Toying with China 


Hongkong manufacturers shift production to the mainland 





. tent but Hongkong-labelled goods. And | 


lower.costs of labour and factory space | 


Hongkong toy manufacturers across the.. 





rtake full-scale operations | 


|. with their own supervisory staff, rather 
-than the small companies who have to: 
wrestle with the multitude of quality 
control problems: But. both big and 
lion (US$1.2 billion) domestic-export | 


small manufacturers. say that “it is no 
longer possible to compete without a 


. China plant. 


The casés of several big firms illus- 
trate both how the industry has grown 
and how specialised production in 
Hongkong is becoming:. Hongkong’s 
Kader Industrial employed 1,800 in 
Hongkong in 1980, the year it began 
subcontracting in Canton. Kader now 
operates its own plant in Shenzhen with 
2,000. Chinese workers. and. indirectly 
employs more than:7 ,000 other workers 
in China through: subcontracting. ar- 
fangements. In the meantime, the 
number of Kader employees in Hong- 
kong has gone down to 1,700. Kader’s 
Hongkong employees are- mostly 
machine operators and staff, whereas its 
China employees are assembly. work- 
ers. pode 4 
. The moulding of machine: parts for 
mechanical toys, as well as plastic- 
mould ‘making and tool making, con- 
tinues in Hongkong. General assembly, 
the sewing of. dolls’ dresses and ‘soft 
toys, spray painting; and hair-rooting 
are the kinds of processes that have 
moved. 

“All the processes that require a lot 
of machinery:are still in Hongkong with 
the view that these will be transferred to 
China: along with the improvement.in 
electricity supply there,” said Howard 
Wu, an executive director with the com- 
pany. Kader’ currently. makes use of 
mobile groups . of three or -four 
generators to. fill in during blackouts, 


which can occur several times a week. ate 


its China.plants. =- 


Wah Shing is another large Hong- 


kong toy company that pioneered toy 


production in China in 1981. Over the 
past five years, its turnover: has in- 


creased 10 times: from: HK$31 million 


tech input. a 


Hongkong has lost just under 300 toy | 
4. = Industry 
analysts say these are not manufacturers | 
so much as small subcontractors who | 





manufacturers since. 1984 











were forced to move into ¢ ndus- 
tries when big toymakers moved and 
Chinese. subcontractors began to com- 
One type of production that has left 


|. Hongkong for good is diecasting. Small 
“manufacturers cannot afford the in- 


creasingly expensive machines, nor the 
space to run: them. -Diecasting has 
moved to China and Macau. 

Metal buses were among Hongkong 
exporter Bill Blaauw’s first China experi- 
ments. Three: years ago, a Hongkong 
manufacturer..-offered Blaau’s. com- 
pany, Meco Development, a 5% price 
reduction on die-cast buses from 
China. 


“Normally you use petrol to make. 


diecast. buses. Instead of petrol, they 
used. kerosene in the manufacturing,” 
said Blaauw. “We had to do it three times 
before it was right, and in the meantime 
our. customers were screaming their 
heads off,"2 oosa 

Meco ‘now. buys metal buses from 


HONGKONG’S 
A EXPORTS 
: oenen mHE xports 


China 
origin 


xports f Total 


another Hongkong manufacturer with a 
factory in the Pearl River Delta. “Now 
we do quite a lot in China. Probably 40- 


» 50% of our business. We have to buy 
| there, otherwise the price is not right — 
--but it’s a headache.” | be ; 
-= As Hongkong’s production: base 
moves; David Yeh of Universal Match- 
box ‘predicts that Hongkong will: be- 


come the brains of the industry. Univer- 


4 sal carries out pilot runs in Hongkong 
| and produces the toys elsewhere once 


they are successfully: piloted. In China, 
it subcontracts. to three factories. and 















hate. 2 

For Hongkong to stay ahead in toys 
i and its research.and develop- 
ngineering, and tooling 
aid. Yeh. “Hongkong is no 
w-cost production area. You 
phasise research and other 
that the business.can keep up. 
has “research and every- 
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_ The People’s Republic of 


China Year-Book 1987 
The People’ 's Republic of China Year- 
Book 1987 is not only fascinating reading ` 
for those with social and cultural interests in 
China, but an essential reference for 
` people with business dealings in the 
country. ; 


` What is it? 
`“ This classic volume with over 750 pages 
a singularly offers the most complete guide 
| fo-every aspect of life within China 
‘available today. Its contents range from 
the people and culture to economics, 
finance, trade, politics, education, science 
_ and technology. Plus countless other 
subjects covered in ‘precise detail. 
It is the culmination of thousands of hours 
in research invested by the New China 
News Ltd., professionals who know:-the 
country intimately. The result is a 
cyclopaedia of naparelietey insight and 
information. 


Who needs it? 
If you have any interests in China at all 
then you'll find the People’s 
Republic of China Year-Book 
1987 to be. an essential 
companion. And, because. 
it is completely indexed, it 
is a particularly helpful 

_ reference for students, : 
professors and people conducting | 
business in or.with the country: 





The People’s Republic of China 
Year-Book 1987 combined with 
The Almanac of China’s Foreign 
‘Economic Relations 1987 bring 
you all the information about 
China you'll ever need. 
Order your ape A 








„To take ‘edvaiitage of this opportunity simply clip and mail this ¢ coupon to: 


For little more than the cost of a single night i ina 
Beijing hotel, you can have two books vital to 
anyone doing business with China. 





| Together these two classics 

will bring you all the 
information about China 
you will ever need to know: 













































°. Thousands of pages of detailed 
‘data examining the changing face of 
China. 


è Expositions, speeches and articles 
contributed by authoritarians, 
pertaining to the exciting market 
potential and business opportunities 
available in China. 


è Hundreds of photographs and 
illustrations of interest. 


-© Two systematic and valuable 
refèrences for those with business 
dealings in China. 


pot cstt re 


nent 


Publications Division, Review Publishing Company Ltd., GPO} Box 160, Hong Kong. 






-. Foreign Economic Relatio 




















































The Almanac of China’ 
& Trade 1987 


China's trade policies with the’ rest ‘of 
‘the world have never offered more” 
opportunities than. they do today. The: 
country represents am unprecedented. 
potential — an expanding market `` 
‘equivalent to one quarter of mankind 
And yet, data on this rapidly growing 
économy has, until recently, been scant 
and unreliable. 

Now, there is one book that!” 
encapsulates every detail relevant to a: 
businessman conducting dealings with 
China — The Almanac of China’s 
Foreign Economic Relations & Trade. 


What is it? 
‘The Almanac records articles and data 
contributed by leading scholars and... 
authoritarians as. well as representativ 
from China’s Foreign Economic Relatiot 
and Trade Department. Its. contents,aré 
extensive and detailed, systematically. 
- laid-out for ease of reference. It includes 
vital information to businessmen, such 
as.trade policies. and 
restrictions, and-even 
offers listings of potential 
joint-venture partners. 


f Who needs it? 
/ The Almanat is absolutely 
vital to anyone thinking of, 
or already involved in, 
business relations with . 

) China. Tt is also a fascinating 
record of the changing face of 

7 China's trade policies. Not only . 
7 is it one of the few books that 
-offers an accurate view of China’s - 

r -economy but it is also the most 
up-to-date documentation of this data. 
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‘By Ashley Ford in Vancouver 
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become the best-selling foreign car 
n Canada, Its up-market running mate, 
the. Stellar- sedan, also performed 
tongly and in the process frightened the 
long-established opposition. 
- There appeared no.end to ambitions 
‘of the South Koreans: Canadian: sub- 
sidiary Hyundai Auto Canada Inc. has 
embarked on a C$450 million expansion 
cement its position within the North 
merican car industry and to gain back- 
oor entry into the huge US market, 
king advantage of the free trade in 
“motor vehicles between the US and 
Canada. i ; 
~~ Now Hyundai’s status in Canada isin 
question. The federal tax department, 
Revenue Canada, has ruled that Hyun- 
dai has been dumping its.cars in Canada 
‘or more than a year and immediately 
slapped a 36% average duty on all 

































-reviews the case and issues a final ruling 
> ) a 


‘The ruling sent shock waves through 
yundai which immediately responded 


Canada if the decision were not re- 
versed. Ín a fit of pique, which under- 





Hyunda soihed ta’) > 


outh Korean carmaker penalised for dumping in Canada s 





Hyundai cars entering Canada. The rul- 
ing is preliminary and could be reversed | 
when the Canadian Import Tribunal | 


by saying. it would -be destroyed in. 


scored an obvious lack of communica- 
tion between Canada and Seoul, the 
Yonhap News Agency reported’ from 


Seoul that the company would’ likely” 


abandon. construction of a.C$400_mil- 
lion car assembly. plant in Bromont, 
Quebec and a C$22 million extension to 
a parts factory in Newmarket, Ontario, 
both scheduled to.open in'1988.. 

. Hyundai. Canada‘ officials later. is- 
sued a statement saying that it would 
not scale down its investment plans re- 


ardless’ of ‘the final. outcome and. has: 


ollowed ‘that commitment through: by 
signing a C$100 million loan agreement 
with.a banking syndicate led by Chemi- 
cal Bank of New York to. help finance 
plant construction. 

Thomas Ciresa, executive vice-presi- 
dent of sales, marketing, parts and ser- 
vice for the company also said Hyundai 
would post an unspecified bond for the 
interim period until a final ruling, thus 
for the time being getting its 200 worried 
dealers across the country off the hook 
of having to raise the prices of their cars 
by up to C$4,000.a unit. ay 

Dealers would not have faced a 
problem until the new year. A large 
shipment of ‘Hyundai cars cleared 
Canadian customs. just. before the 24 


November ruling, and the new rates will 


only apply on the next shipment due for 
delivery at Vancouver in early January. 

“We will wait. for the final decision 
which we feel will be far more realistic,” 


said Ciresa. Hyundai also fired some’ 
“powerful shots of its own, intended to 


make the Canadian Government do 
some reassessing. The company pointed 
out that not only has it acted as a model 


corporate citizen in Canada, but it was 
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India’s wrong prescription 


Liberalised drug controls prove to be weak medicine 








But with the publication in Augu 
the reduced list of 166 fixed-price, es- 


~ | are now scrambling to undo the “mess” 







‘ledged that the Canadian Import Tribù- 





. -| local firms to pirate multinational drugs 
| by minutely modifying the way the 
m 








llion-in the Cana- 


confident of ul- 


ugh apparently | 
i {yundai officials 


timate vindication, © 


that their competitors, General Motors 
of Canada (GM) and Ford Motor Co. of 
Canada, which lodged the. dumping 
complaint, and their own inefficiency 
had landed them: in.. Ciresa acknow- 






nal investigating ‘the complaint had 
“communications problems with Hyun- 
dai officials in South Korea.” 

Car industry sources say Hyundai of- | 
ficials did not present a well-prepared. 





case and their numbers to refute the 







charge that they had sold cars below 


‘their cost in South Korea “were all over 
“the place.” GM and Ford had com- 


plained in a 3,000-page document that 
Hyundai had injured them by selling 
underpriced cars. in Canada. Specifi-- 
cally, they alleged that the Pony, Excel 
and. Stellar models had been under- 
priced by 15-43% for the past two years. 





T: tribunal agreed that “Hyundai 
autos are being dumped in the coun- 
try and that the action has caused, is 
causing, or likely to cause material in- 
jury to production in Canada of like 
goods.” Competitors have complained 
that Hyundai was both being unfair and 
benefiting from advantageous trading 
rules. : 
Initially its products entered Canada 
under a “developing country” status 
that only levied a 7.5% tariff. At the be- 
ginning of 1987 the tariff was raised to 
“most favoured country” status of about 
13%, still far below the 20%-plus rates 
that other foreign carmakers face. 
‘What apparently tipped the scales 
against Hyundai was its C$500 rebate 
programme. for its cars from August 
1986 to July this year. The investigation 


‘covered the period 1 January 1986 to 31 


March 1987 when Hyundai imported 


. 77,313. ears, which the tribunal held 


were priced at an average 36.3% below 


companies time to develop. State-run 
and private Indian drug manufacturers 


“have been favoured with bulk drug li- 


cences, credit concessions and sheltered 
markets. ye 
Patent laws have been based on pro- 


cesses rather than products to allow 


cine is made. Generic names have 





been enforced in a bid to prevent 


sential preparations, the optimism has | als 
foreign firms from cashing in on their 













sindustry has | turned to anger. Domestic drug firms, - 
osition among | which had been expecting a boost to | brand-name drugs. 


- But a decade of price controls has 
done little to boost the fortunes of the 
pharmaceuticals industry. The permis- 
sible mark-ups under the 1978 policy 


their declining profitability, now fear 
| the liberalisation of the market will in- 
crease the power of the long-dominant 
multinationals. | Ea eee a 


parke 
local drug firms... 8 
Hailed initially as reall by In- 
dian manufacturers (REVIEW, 15 Jan.), 
the liberalisation. package halved the 








number of price-controlled drugs and Since 1978, when the government ft. ufacturers chronically in 
raised permitted mark-ups (which cover early 400 drugs, the | stagnated, profit mar- 


: gins slu d investment sagged. 


marketing and administration costs) on as sh . 
hose items still deemed “essential.” According to industry sources, some Rs 





their selling price in South 
Korea. 

From its introduction in 
1984, the Pony quickly cap- 
tured a big slice of the Cana- 
dian market — though the 
Stellar and Excel are sold in 
the US the Pony never has 
been — and within two 
years Hyundai was selling 
79,000 cars annually and 
outperforming the opposi- 
tion, primarily because of 
its extraordinarily low 
price. 

The Japanese, held to a 
20% share of the Canadian 
market by a bilateral or- 
derly marketing agreement, 
had virtually abandoned the small-car 
sector it had long dominated, and North 
American producers, saddled with higher 

. Production costs, similarly could not 
compete. 

But there were signs before the 
dumping ruling that Hyundai's run as 
foreign import leader was losing steam. 
The Pony was already losing its appeal 
and the Stellar had not kept abreast of 
the latest developments its competition 
was bringing out — shortcomings that 
have apparently been overcome in the 
latest models. 

Import sales have continued to soar 
in Canada, but Hyundai is no longer the 
leader. In November its sales dropped 
9.8% to 3,687 cars from a year earlier. 
Every other importer, except for Mer- 
cedes Benz, posted impressive growth, 
especially Toyota, Mazda and Volkswa- 
gen. Ford and GM have also kept pace 
and both recorded impressive gains, 
with GM sales up 16.5%. 

The drop on an annual basis was 
even more marked. Up to the end of 
Novembér the company had sold 47,639 
cars compared with 65,967 for the same 
pesos of 1985. Industry sources say 

yundai knew its Pony could not run 
forever and part of the strategy in put- 
ting a manufacturing plant in Quebec 


35 billion (US$2.7 billion) in investment 
will be needed by the year 2000 in order 
to meet forecast drug demand. So far 
manufacturers are barely a fifth of the 
way towards that goal. 

It was in an effort to boost Stagnating 
production that the government un- 
veiled its package of liberalisation mea- 
sures late last year. As well as reducing 
the number of controlled drugs and rais- 
ing mark-ups, the package allowed 
greater product diversification and 
forced the industry’s giants (mainly the 
multinational affiliates) to use some of 
their profits on prescription medicines 
to subsidise output of bulk drugs. 

The new policy also threw open the 
production of reserved (or essential) 
drugs to all comers — Indian and multi- 
national. At the same time, domestic 
manufacturers complained that the list 








capable of turning out 30-40,000 cars a 
pee by 1989 was to tap into the much 
igger US market. 

Japanese carmakers are following 
the same strategy. By producing cars in 
Canada they will be able to sell into the 
US. North American-made cars al- 
ready move across the border duty free 
and the recently concluded free-trade 
pact between Canada and the US is ex- 
pected to maintain that situation. 


> Mark Clifford writes from Seoul: 
Canada’s stiff anti-dumping penalties 
have left Hyundai Motor’s management 
surprised and bewildered, and they 
have prompted loud protests from 
South Korean officials. This was the 
first dumping case brought against the 
booming South Korean motor indus- 
try. 

A senior official at the Economic 
Planning Board (EPB) who oversees 
the car industry said that he expected 
the penis: penalties to be elimi- 
nated when the Canadian Government 
made its final decision, at the end of 
February, as a result of intensive high- 
level lobbying by the South Koreans. 
The official said the Canadian trade in- 
vestigators had even found that Hyun- 
dai cars were sold in the South Korean 


of controlled drugs included 
a much higher proportion of 
Indian rather than foreign- 
made items. Some of the 
largest locally owned firms, 
like Ranbaxy, claim that 
90% of the drugs they make 
are now under price con- 
trols. 

The net effect, say local 
companies, is a continued 
squeeze on their profit mar- 
gins but a strengthening of 
the hand of the major drug 
multinationals. Such a 
move, they believe, is par- 
ticularly ominous given the 
vigorous attempts the multi- 
nationals are making to win 
the right to sell their brand- 


name drugs. o 
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market at a loss — which 
distorted the calculation of 
the anti-dumping penalties. 
“We cannot understand 
that and we do not agree 
with it,” said the official. 

The EPB offical added 
that the average 36% pen- 
alty was far higher than the 
average 23% penalty Ford 
and General Motors (GM) 
had asked for when they 
filed the car-dumping suit. 
Moreover, he said that anti- 
dumping penalties can only 
be assessed on the basis of 
injury, and that Ford pro- 
duces no subcompacts in 
Canada while Ford’s Escort 
is quite profitable. “GM and Ford are 
not suffering from material injury to 
their profits, sales or employment,” said 
the official. 

For its part, Hyundai said its internal 
accounting system did not allow it to 
quickly provide the Canadian inves- 
ligating team with the information the 
team needed and hence it was — 
penalised. Hyundai is currently provid- 
ing that information. 

Hyundai management quickly 
backed off an initial threat — made by 
unnamed company sources to local 
journalists — that it would consider cut- 
ting back its planned investment in 
Canada if the hefty anti-dumping penal- 
ties were upheld. However, the threat 
had little credibility in the first place, 
since Hyundai plans to use the Cana- 
dian plant as a hedge against possible 
US protectionist measures against cars 
manufactured in South Korea. The 
plant is too important for Hyundai’s US 
market strategy to be cut back. 

Hyundai Motor will produce 595,000 
cars this year, short of its original target 
of 650,000 because of continuing labour 
problems. Of that number, 405,000 
are for bs ont Next year Hyundai ex- 
pects production of 740,000, including 
520,000 for export. oO 





INDIA’S AILING DRUG INDUSTRY 


(Profit as percentage of turnover) 


Sources Reserve Bank of india, National Council tor Applied 











/ The following Stock Markets 
are covered: 

North Asia 

{ Japan, Taiwan, S. Korea 

o SLE. Asia 

Hong Kong, Thailand, Singapore, 

Malaysia, Indonesia, Philippines 
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We are pleased to announce the publication of? ASIAN 
STOCKMARKETS: The Inside Story. 


- Written and edited by Anthony Rowley, the Review’s business editor, 
this long awaited anid much needed book ‘details the strengths, weak- 
nesses, and idiosyncracies of Asia’s larger as well as lesser stock mar- 
kets. From the markets of Japan to Indonesia and from Hong Kong to 
ae the Indian Subcontinent, you get the inside story. Concise and com- 
What The Professionals Say: prehensive, this book alerts you to the many investment opportunities 


































304 Pages —~ Hard Cover, liberally 
illustrated with-charts and graphs fully indered 


“A timely, interesting and thoughtful which exist, while at the same time informs you of where and why you 
‘analysis of Asian stockmarkets. Anthony should be cautious when dealing on some markets in Asia. 
Rowley's book makes an important 
contribution to understanding this dynamic Liberally illustrated with charts and graphs and fully indexed, you 
Robert Harmait Director, will find ASIAN STOCKMARKETS: The Inside POS an invaluable 
Goldman Sachs International, New York. guide to investing in Asia. 
“With this book Anthony Rowley, one of Whether you are a professional investor or novice this book is must 


‘Asia's most experienced financial journalist vea ding for you. Your small investment in ASIAN STOCKMARKETS: 


meets a long-felt need fora definitive report 
on Asian stock markets.” The Inside Story today, may well pay large dividends in the future by 


_ J. Mark Mobius, President, saving you time, energy and money. 
International Investment Trust Company, 


Taipei, To order your copies of ASIAN STOCKMARKETS: The Inside Stiry 
“A very readable and important book. simply complete the coupon below and send together with correct pay- 


ecurities markets are only now being 
recognised asa principal source of domestic ment to: 


‘and foreign financing to help solve the ` : ‘ 
developing-country debt crisis and to renew nae e D E pea eel Cel Reem oe 
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Stability in numbers g 


l Taiwan set to launch four new funds | 


|. By Jonathan Moore in Taipei _ , 
f [: a bid to stabilise the volatile local 
[stockmarket. and to increase invest- 
ment opportunities, Taiwan's. four in- 


vestment trust companies are seeking 


to launch new closed-end funds that 
altogether could be worth up to 
NT$20 billion (US$680 million). The 
four applications to the Securities and 
Exchange Commission (SEC) were 
made from 24-30. November and ap- 
provals could come as early as end-De- 
cember: 

The- closed-end funds, which will 
„provide local investors with an added 
channel for indirect investment in the 

Taipei Stock,.Exchange, are different 

from the trust companies’ existing open- 

ended domestic funds because the is- 
: sued certificates may: not be redeemed 
_ at the issuing trust: Holders who want 
out must instead sell the certificates on 
the stockmarket, where they will trade 
at a discount or premium to their net 
“asset value. | 

The plan is being. actively encour- 
aged- by Taiwan's: stockmarket au- 
thorities. The hope is that having a 
significant portion. of the market in the 
hands of institutional investors will help 
limit the effect of the panic selling and 
buying that has given the stockmarket 
an atmosphere more suited to a race- 
track. For example, during October's 
market crash, ‘holders of certificates of 
two of the funds, those of Kwang Hua 
















HK$13.3m 
(US$1.7m) 
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Trust (IIT), which were no longer sub- 
ject to an initial mandatory holding 
period, redeemed certificates worth a 
total of about NT$1.5 billion. 

Also, the new funds, because of their 
non-redeemable nature, are designed to 
provide . Taiwan’s _instrument-starved 
investors with a more sophisticated, 
longer-term investment op: rtunity. 
The funds each have a limit ofNTSS bil- 
lion, or a total of NT$20 billion for all 
four, and a minimum of NT$2 billion, 
which must be raised within three 
months -of their respective launching 
dates. The opening size of the funds will 
be fixed at the end of the three-month 
period, and once a certificate is bought 
it may not be redeemed except by sell- 
ing on the market. A 

“The degree of public enthusiasm for 
the funds in this period of market uncer- 
tainty and a looming export slowdown 
will provide an indication of investor 
confidence in the economy and the mare 
ket aswell as in the funds themselves. 

Taiwan’s four trust companies — 
China Securities, Kwang Hua, IIT and 
National Investment Trust — each cur- 
rently operate one domestic fund and 
one fund for indirect investment’ in the 
local stockmarket by foreign investors. 
All four are joint ventures held by a 
combination of foreign and domestic 
shareholders. The funds’ overseas in- 
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| Sector shares. National’s funds also 


Y RESULTS 


Hotel, restaurant and  food/liquor distributor reported 
NZ$34,000 profit rom minorities vs NZ$737,000 loss. 
Cost cutting and increased domestic demand for mini- 
audio players, with US demand for CD players, boosted net. 
Company- plans “increased activity in sugar, industrial 
alcohol. Proposed three-for-five bonus issue. ie 
Full-year results may be hurt by controversy over ilegal 
exports to USSR: US subsidiaries posted losses. ; 
‘Activities include video and-TV hire. Share of associated 
companies earnings NZ$14,000 vs NZ$52,000. . ; 
Full-year sales forecast to fall.2% due to slowing exports. 
GroupRandD expensetorise 4% to ¥320b. =- 
Stronger consumer demand in retail outlets boosted net, 
andisexpectedtocontinueinsecondhaf. < = 
Sales of office-automation equipment rose 3.5% due to 
_higherdemandtorfacsimile machines; = = co 
Word's No. 1 maker of integrated-circuit packages reported 
rise in semi-conductor sales, fall in industrial-ceramics sales. 





















vestment trusts are the only way for- 
eigners may invest in Taiwan securities. 


The launching of the e 
was staggered, with HT goi 
January 1986, Kwang Hua r 
1987 and. National and Chi 
in July and August. Al 
out their NT$2 billion lim 
ors were left cold following the m: 
42% slide in October, 

Despite this and current signs of vi 
atility in the market, fund managers e 
pect a reasonable showing in the selli 
period. : ae Se hss 
































The Kwang Hua funds are consi- | 
dered the most speculative because of | 
their concentration in risky financial- . 


have large positions in banking stocks. _ 
In ‘both cases, due to skyrocketing fi- 
nancial shares, their foreign funds (the 
only funds that have been around 
long enough to have established track . 
records) have performed slightly better 
than the China Securities and HT funds, © 
which are focused more conservatively 

on blue chips. All have had gains of be- 
tween 135% and 187% this year. o 




































@ SHROFF thoroughly enjoys the Ja- 
panese-, Chinese- and whoever-else- 
sponsored fireworks bursting over 
Bangkok night after night, in commem- 
oration of the 60th birthday of King 
Bhumibol Adulyadej. It seems the only 
place they have not lit a few Roman can- 
dies is on Bangkok's Wireless Road, 
where the Securities Exchange of Thai- 
land (SET) continues to fizzle. The SET 
index has dropped almost non-stop 
while elsewhere most markets have set- 
tled on a plateau. 

It is not for lack of attempts to halt 
the slide. Unfortunately, amateurish 
and mostly needless attempts to revive 
„interest in the market have sputtered, 
smoked and backfired. If government 
authorities would widen their field of 
vision, they might see the local and 
foreign investors waiting in the wings to 
catch the market on its bottom. Not let- 
ting it settle on its own terms means no 
one is going to make a move. 

The silly season began on Black 
Monday, 19 October. Emanations from 
the Bank of Thailand (BoT, 
the central bank), echoed 
by several brokers and local 
p ayers, attacked foreigners 
or selling out in the wake of 
the Wall Street melt-down. 
BoT announced it was study- 
ing the role of foreign in- 
vestors in the market, im- 
plying there was something 
objectionable about their 
‘investments and profit-tak- 
ing. The one concrete ac- 
cusation was that the for- 
eigners broke the limits on 
foreign holdings in some 
stocks. 

To his credit, SET president Maruey 

Phadoongsidhi produced figures to 
show that foreigners had sold only 
about 30% of Baht 10-11 billion 
(US$394-433 million) they had put into 
the market (which was capitalised. at 
Baht 173.6 billion on 22 October). Cer- 
tainly, some held shares through Thai 
nominees. But it is hardly likely that 
many foreign institutions risked using 
nominees in a country with fairly rigor- 
ous exchange controls. 
@ NEVERTHELESS, BoT appeared 
to exact its revenge. It took foreigners 
10 weeks or more to get their money 
out, due to BoT-processing delays. This 
- earned. the wrath of overseas brokers, 
and did much to damage SET’s 
worldwide public-relations campaign. 

Vickers da Costa, one of the original 

romoters of the Thai equities boom, 

ired its rocket: “Market Falls 37%, 

Foreign Investors Mugged screamed 

its November Thailand report. Inside, 

only a touch more elegantly, Vickers 
i N re a oe f 
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described the settlement and fund-re- 
patriation problems as a nightmare. 
“This is not the way to promote the 
long-term future of an equity market 
for international investors,” it chided. 

BoT, with some reason, argued that 
because there were a considerable 
number of foreign-owned shares held in 
local nominees’ names, the paperwork 
time was trebled. “We need proof that 
the nominee was using the foreigner’s 
money,” said a BoT official. Under- 
standably, too, October volume over- 
whelmed all involved in the market. 

So everyone got in his digs. BoT is, it 
says, letting the foreigners get away 
with local-nominee investing “this 
time.” In future, a bank official told 
Shroff, the money will stay in Thailand 
if the shares were bought in Thai names. 
@ HAPPILY, everyone in Bangkok 
continued to smile. Maybe it was the 
thought of the coming parades and 
fireworks. The market calmed when the 
SET board cut the maximum allowable 
daily share-price swing from 10% to 

5%. The calm was too 
much, though, as the mar- 
ket did nothing when the 
BoT told brokers they could 
invest up to 100% of their 
capital ds, double the 
previously allowed gearing. 

Another attempt at fire- 
works was due: restora- 
- | tion of the 10% price swing. 

That gave the market a 
short-lived boost. Then 
AMSET, the SET brokers’ 
club, suggested a broker-run 
Baht 2-Sbillion support fund, 
with money from them, the 
; banks, and whoever else 
could be roped in. Quickly, BoT snuffed 
out the idea. Instead, BoT governor 
Kamchorn Sathirakul suggested that the 
brokers each contribute to a Baht 1 bil- 
lion closed fund, run by The Mutual 
Fund Co. (of the International Finance 
Corp. of Thailand) to prop up prices. + 

ctually, Shroff was told that Kam- 
chorn did more than suggest. To make 
sure this one did not fizzle out, the 33 
SET brokers and sub-brokers were or- 
dered to form the fund. Of course, no 
one thought it would really prop up the 
market — at least Baht 10 billion is 
needed for that. But it might restore 
confidence and the brokers thought 
they could make a bit of money control- 
ling the fund. i 

She AMSET board, with SET board 
sanction, told each broker to cough up 
Baht 30 million. Of course, to the bi 
brokers on the AMSET board, Baht 
million is peanuts. Most of the brokers 
objected, but for some reason would 
not resist publicly. Maybe it was be- 
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cause AMSET, at BoT’s and SET’s be- 
hest, threatened withdrawal of a firm's 
SET membership if it refused to cough 
up. 
This raises the question of how the 
SET board, together with the BoT, 
could be so powerful as to be able to 
expel SET members for not putting 
their own money into a decidedly 
bearish market. porem in fact, 
that the Ministry of Finance (MoF) ap- 
pointees on the board could disregard 
the objections of the finance minister 
himself.. 

Fireworks began, but not in the 
market. Brokers opposing the fund 
reasoned that it was too small, and that, 
they already had the means to invest far 
more money than was prudent, when 
they thought the time was right. Did not 
the SET and MoF remember the last 
market crash? That was in 1978, when 
big margin-lender and market player 
Raja Finance brought the market down 
for seven years of bad luck. 

Another real crusher was that it 
would not be AMSET and the brokers 
controlling the fund: the Mutual Fund 
Co., which manages several local and 
one international closed-end fund, 
would make all the decisions. One look 
at the performance of those funds shows 
why the brokers baulked. “If we have to 
contribute, we want to make money 
with this fund,” was the logic fielded by 
Shroff. Hard to argue with that. 

The crunch came with poor little 
Thananant Securities, an MoF-control- 
led lifeboat operation formed in early 
1987 for five self-destructing finance 
companies. Thananant was not the only 
firm slow to join, just-the slowest. Tha- 
nanant and others felt that contribu- 
tions should at least be pro rata to bal- 
ance the burdens of the big and small, 
even BoT agreed with this concept. 

But no one really saw the point of the 
fund, nor why BoT pushed it so hard. 
Aranen were even made to make 
sure that state-bank funds for those 
needy brokers were available. 

When Thananant was given an ulti- 
matum on its licence, more fireworks 
followed. Finance Minister Suthee Sing- 
saneh complained about the forced 
contributions; Thananant’s chairman 
threatened to resign, and the SET board 
(with its four MoF designees) and 
AMSET repeated the threat. But Tha- 
nanant somehow found the money, de- 
fusing that crisis. And the market fell 
flat. The only incendiary that really 
went off was a smokebomb, obscuring 
who was doing what to whom. 
Everyone came out smiling from the 
smoke, just in time for the Japanese 
fireworks display. After all, it is the 
royal birthday. ; 
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The Commerzbank report on German business and finance No. 12/87 





West German economy in 1988: 
facing external risks 


The international collapse 
of share prices and the dollar’s 
renewed weakness have left 
their mark on West Ger- 
many’s economic prospects. 
Although there is no threat of 
recession in 1988, the likely 
real growth of 1⁄2% is unsatis- 
factory; moreover, the years 
to follow will probably be 
fraught with considerable 
risks. For this reason, econ- 
omic policy must be geared 
to strengthening the domestic 
forces of expansion and, 

together with its partners 
abroad, West Germany has 
to work towards a reduction 
of the international imbal- 
ances while maintaining 
growth and stability. 

Over the past two years, 
the country’s domestic de- 
mand has advanced more 
strongly than aggregate pro- 
duction. Net exports are de- 
clining, then, and now repre- 
sent only half their mid-1985 
level. In real economic terms, 
West Germany’s external sur- 
pluses are being pared down 
considerably, even though in 
nominal terms, they!continue 
to be high—due to the solid 
improvement in the country’s 
terms of trade as the dollar 
has slipped and commodity 
prices have remained de- 
pressed. 

The success of the Louvre 
accord in stabilising the US 
currency helped ensure that 

* starting in the spring there was 
a return to the upward growth 
trend. Consequently, even 
today, no reappraisal of the 
Paris agreement and the mon- 
etary course steered since 
then is called for. Nonethe- 
less, in view of the huge exter- 


Commerzbank in East Asia: Hong Kong Branch, Phone 5-8429666°- Tokyo Branch, Phone $024371-75 - Osaka Office, Phone 202123576 - Commierz Securities (apan) 
Co. Lid, Tokyo Branch, Phone 5922200 - Commerzbank (South East Asia) Ltd., Singapore, Phone 2234855 - Beijing Representative Office, Phone 50049597/5003161. ; 





nal imbalances still weighing 
upon the world economy, it 
would be unrealistic to expect 
monetary policy alone—e.g. in 
the form of massive inter- 
ventions in the foreign-ex- 
change markets or changes in 
interest differentials—to cre- 


ate stable currency con- 
ditions. There is reason to 
doubt whether the lull on the 
currency front was used 
worldwide to devise an ap- 
proach which would tackle 
the underlying problems. 

Eventually, predictions of 
an even wider American bud- 
get deficit in 1988 and sizeable 
shortfalls on the US trade 
account brought the dollar 
under pressure again during 
the summer. At the same 
time, the impression arose 
that the consensus on mon- 
etary policy had become 
fragile. 

The recent turbulence in 
the financial markets has 








had no impact on 1987's 
overall result. As produc- 
tion sagged at the start of the 
year, West Germany has only 
registered growth of just 
under 1% % in 1987, despite a 
pick-up in activity since the 
spring; this is much less than 
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the 24 % average for industrial 
nations as a group. Although 
capital spending on con- 
struction was disappointing— 
largely on account of non- 
cyclical factors—investment 
in machinery and equipment, 
shrugging off the external 
problems facing industry, 
proved quite buoyant and 
underlines the economy’s 
predominantly healthy con- 
stitution. 
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German knowhow in global finance 


VIEWPOINT is presented as a regular service to the international 
business and financial community by the Economics Department 
of Commerzbank, PO. Box 100505, D-60900 Frankfurt/Main }. 
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At the end of the year. 
prices, dominated by dom- 
estic factors again, were 
by almost 1'/2%, yet their 
average increase in 1987 was _ 
only 4%. The level of em- 
ployment has been rising 
much more slowly. With large 
numbers of young people 
entering the labour force and 
many adults not previously 
registered as jobless now: 
looking for work, unemploy- 
ment has climbed again over 
the year. 


Growth to continue 


Provided that international. 

trade and the world economy 
stay on their upward path 
and greater stability can be | 
achieved in the financial mar- 
kets, West Germany will 
experience roughly similar 
growth in 1988. However, | 
exports should pick up again; 
but if the dollar stays as low 
as DM 1.65 the increase will 
be only very small. For the 
domestic economy, the firm- 
ing of the D-mark does have | 
advantages—namely, cheaper 
materials from abroad, less 
inflation and lower interest 
rates. Private consumption 
continues to betheeconomy’s 
mainstay, not least thanks to: | 
tax relief measures amounting 
to around DM 12 billion. 
However, the increase in di- 
sposable income will be erod- 
ed by the rise in the consumer 
price index, which will be one 
percentage point higher on 
an annual average. Whereas 
both the trade and current- 
account surpluses were only 
down by DM 5 billion to 
DM 10 billion this year, 1988 
should see greater progress 
in this direction. 
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A HIGHER STANDARD: Here is a blend of elegance and performance usually found only 


ATENE : ‘ big, luxury cars. That's because Toyota believes everyone show 
AL NEW COROLLAS NOW:COME WITH enjoy the newest automotive advancements. And the latest exam 
TOYOTA MULTLVALVE ENGINES. 


of this thinking is the all-new Corolla. It has an elegantly rounc 
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ape to be proud of. And the high output and efficient multi-valve 
gine in all Corollas puts their performance in far better shape 
and your driving experience to new horizons with the all-new 
rolla Toyota — World's No. 1 producer of multi-valve engines 
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The electronic factory: 
teaching machines to like one another. 








Electronic in ence from AEG lets various machines in a manufacturing plant actually communic one another. We call it "flexible 
automation’ just as with peopie, machines working together mean increa production, lower energy cos d improved quality 





Innovative technology from AEG. Here’s more: 









-$- AEG was responsible Wherever ontrolling The first road tunnel in 
=—%— for the electrical in regulation, monitoring, the People’s Republic of 
p stallations in South-East positioning and record- China equipped with 
Asia's largest hotel and shopping ing have to be carried out the Logis Juality electrical equipmentis 
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Design Method achieving a 
standard surpassing the IEC and 
British Standards requirements 
The equipment involved included 
98 medium-voltage switchbo 

27 medium-voltage tra 
and 7 generators 


e.g. in the 
> House, the 








Headquarters: AEG Akti ft, Z 15, Theodor-Stern-Kai 1, D-6000 Frankfurt 70, 
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Humphreys Estate (Clovelly) Limited 
uni of Neveli Cot 12 Maj Road. Bong Kong 
ALL ROR aid EL. 7993} 

A prieme skdn development site 
‘Diigsisal arranged fr 
An Afiliate of Bond Corporation 
“of Western Australia 
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from the Hongkong Land Property Co. Ltd. 


for the sum of 
HK$1,425,000,000 
Exclusively amanged by 


has 
rar isi § 


FIRST PACTHIC DAVIES 
PROPERTIES UMITED 


inciple investment Properties: 
ba cgi nal Branksome, Centery Braes Horison tadge. 
rlari May Tower Tevistoch. Valverde 
gua Beselapmeat Properties: 
Clevelly Cour. Denghas Apartenents Stewart Terrace 
Property Management by: 
Bond-First Pacific Davies Estate Management Limited 
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Admiralty Development Limited 


‘Owner of a prime Cental oiite complex of more than 
100.000 square feet 


Acquired by 
Bond Corporation Intemational Limited 
from a consortium comprising: 


FIRST PACIFIC DAVIES 
PROPERTIES LIMITED 
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First Pacific Davies Properties Limited is a 
home grown Hong Kong real estate agency 
specialising in acquisitions, development, resale, 
letting and property management. 

If you would like to know more about First 


MAE Tiana Aaaoeatianc Lvanlhe ar in Gan Francie 


the Philippines, Singapore, Thailand or the U.K. 
just call David Davies, Managing Director of First 
Pacific Davies on 5-254418. 

He'll be able to tell you more than enough. 


Liss; _ | FIRST PACIFIC DAVIES PROPERTIES LIMITED 











+ that Wall Street was due to fall further 
. undermined investors’ confidence. Ac- 


tivel 
7 at HK$5 20 (67 U 


* liquidated their holdings and local in- | 
| vestors had became more jittery over. 
| the US dollar. Heavily traded property 
| stock City Development got off lightly | 


L S$I.66. Average dail 
-23.5m shares, worth M$42.4m. 


: KUALA LUMPUR: Shares suffered 
heavy. falls as investors- followed 
_ beansh leads from major overseas ex- 


“tively. 


` Daily volume averaged 13.4m shares, 
_ worth M$19.8m. 


HONGKONG: The Hang Seng Index ||, 
_ period way below the 2,000 point level. 





| Selling pressure mounts 
: BEARS took a firm grip on markets in Asia in the 
| decline in value. Sentiment was affected by anticipation of a further slide on Wall Stree 


‘SINGAPORE: Prices came crashing 


down to record lows for the year. Brok- 
ers said that foreign investors had 


with a 22 S cents (11 US cents) drop to | 


volume was | 















changes. Foreign buyers were absent 
and local institutions bought. selec- 

Singapore-based blue-chips 
took a battering, with Inchcape losing 
82.M cents (33 US cents) to M$3.24. 


continued to slide and closed the 


Currency uncertainties and a feeling 


Kong finished 
cents), down 
HK$1.15 on the period. Turnover was 
1.6b'shares, worth HK$3.7b. 


traded see 





TOKYO: Shares declined for much of 
the period in even thinner trading than ee 
of late with no fresh-news to dispel the oe 
-gloom. Sentiment was poor in advance {2400 
of Japan Air Lines’ shares issue on 15 los 


4 ji 
Dec. C Itoh fell ¥16 (12 US cents)to[ a Z 
¥640 and Ohbayashi was-¥ 15 lower at Ge i 
¥995, Turnover during the period ; 
reached an average 363m shares a day, HDN 
valued at ¥346b. 


TAIPEI: The market remained highly 
volatile,. with investors’ confidence 
waning in the early period on news 
from international markets and later 
on the decline of the closely watched 
banking sector. The period’s fall was 
the worst since 12 Oct. Average daily 
turnover was NT$11.17b (US$381m). 
All sectors suffered. Far Eastern Tex- 
tiles fell from NT$72.5 to NT$62: 


SEOUL: Prices seesawed in active and 
volatile trading, but the composite 
index closed only moderately higher as 
investors continued to fret over the up- 
coming elections. Trading companies, | 
up 4.2%, and insurance companies,up | 
4.6%, led the market. Hyundai Corp. | 
rose’ 9.3% over the period. Turnover | 
averaged Won 96.3b (US$121.Im) a | 
day for.7.2m units. ee 





period to 7 Dec. Singapore led losers 


` shares suffered substantial losses, with 


dropping 10.6% to P0.42. 






with more than 10% 
AUSTRALIA: The market continued to [ 
move lower in nervous trading for much 
of.the period, with many brokers no 
fearing the mini-rally which follow. 
the slump of 19 Oct. might be ové 
Bruce Judge’s Ariadne Australia sold 
its 42% stake in Giant Resources to Pio- 
neer Concrete in a bid to improve cash 
flow. A total of 684.3m shares, worth 
A$1.16b (US$808.4m) were traded. © 


NEW ZEALAND: Some buying interest 

appeared towards the end of the period 
but that did not os the market from 
sliding. Continued high interest rates 
and refusal by the government to relax. 
monetary policy contributed to the 
lack of confidence. Brierley’s one-for- 
10. rights issue, due on 11 Dec. was 
another depressant. Brierley closed at: 
NZ$2 (US$1.3), down 25 NZ cents. 



























































MANILA: Prices were mostly. lower as 
investor interest waned.. The compo- 
site index retreated 6.6% as average 
value turnover shrank: 35% to B54m 
(US$2.6m) a day on a 36% fallin volume 
of 369.36m shares. Mining and oil 


Atlas A falling 15.8% to R20, Lepanto 
A slipping 13.5% to P0.45 and Philex 


BANGKOK: The market remained 

weak in the absence of new initiatives. 

The period's sole gainer was Thai Glass 

Industry, which closed at Baht. 403- 
(US$15.9),. while big losers. included 

Sahapattanapibul, down to Baht 442 

from. Baht 450 a week ago and GF, 

down to Baht 248 from Baht 274. Turn- 

over for the holiday-shortened Psat 

was 13.13m shares, worth Baht:1.35b. 


BOMBAY: Bourse officials started the 
period by widening the range within 
which share prices would be allowed to 
fluctuate, but this failed to cheer in- 
vestors. Equities continued to decline 
on sustained selling pressure depne 
firm institutional support for select 
scrips. Century bucked the trend, gain- 
ing Rs 7.50 (36 US cents) to Rs 635. 
Tata Steel fell Rs 22.5 to Rs 506.25. 


NEW YORK: Shares ended the period 
on an uptick, though not enough to | 
offset completely losses suffered dur- | 
ing the time. Turnover was, however, | 
lacklustre, at 834m shares. A modest | 
rally on the last trading day was attri- 
buted to absence of selling pressure 
and shortcovering. The Morgan Stan- 
ley Capital International Index closed | 
lower at381.90n4Dec. 9 0o00 
































INTEREST RATES (%) 


oy interbank | interbank | Interbank 
| pittsmonds* AP 1month! _Smonthst | 6momhst 
10.13 41.4375 | 11.84375 | 12.15625 
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2.50 3.20 
A cero | 725 
China : 4 | i ; |. 8.0825 |. 7.875 
USS Rimb 3.722 EUROCURRENCY AND ASIAN CURRENCY UNIT DEPOSIT RATESt 
HKS= Amb 0.476 : 3months E months 
, ‘Soviet Union 7 

Papua N.G. j ¿o0 . US$- Rouble 0.5958 — cee . 7875 : 7.0625 
‘Other: SDR1 = US$1.35915, ECU1 > US$1.2387, Laos a 38 } “8.50 8.6875 
S$1=M$1,229, £1 HK$13.972. US$=Kip 35.00 ; 4.375 HaT 
3 months forward: Japan. 132.636, k 


Hongkong HK$7.779, Singapore S$2.023, Vietnam, o 3.6875 3.6875 
+Middierate -*Selling rate : US$=Dong 368.00 S 3.6875 3.6875 


‘Source: Telerate tor spot and forward rates from Asian money markets, Republic Na- oe 44.25 41.126 
‘tional Bank of New York for banknote selling rates on the Hongkong market s = a . 
and Deak international Ltd for official rates. tofferedrate Source: Telerate, Vickers da Casta & Co. 
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__Weighted for 1985 trade with the countries shown plus the US and Canada and 14 European countries. Figures are for the week ended 5 Dec. 


Economie Growth % roa 
1986 : 


International Reserves 


: ‘change previous 3 months 
-change year ago 
Consumer Prices 
Base 


Latest 3 monthsindex average 


% change previous 3 months 
» %& change year ago 
Money Supply (3) 

Latest. 


Po. change previous month 
% Change year ago. 





EFFECTIVE EXCHANGE RATES 
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Economic Growth % (reat) (1) 
1986 


1987 
international Reserves (5) 
Latest ~ 


Yearago 


Trade Balance (total mérchariciea) : 


Latest 3: months. 


Previous 3 months 

Year ago 
Exports (7) 

Latest 3 months 

% change previous 3 months 

% change year ago 
Imports (8) 

Latest3 months 

% change previous 3 months 

% change year ago 
Consumer Prices 


Base. 
Latest J months index average 


% change previous 3 months 
Ye change year ago 


Money Supply (3) 
Latest 


“Se change previous month 
Sachangeyearago 
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“Valdez, Alaska really works 














AMERICA’S DISCOUNT RESEARCH FIRM 


Your Efficient and Centralized Source of Locating and Obtaining Any 
Available Published Informiation, Tailored to your Business Needs, at a 
= Inrenstwe Fraction of Traditional Research Costs. Write to: 
= Business 2828 COCHRAN ST., SUITE 282 
SIMI VALLEY, CA 93065 U.S.A 
Systems, TEL: (805) 583-4026 
Inc TELEX 4333930 FAX: (805) 584-0913 







PACIFIC CENTRE — HONG KONG 


The Ist Business Centre on Kowloon side — can offer rae a bright, 
new, attractive office in a prestigious location in Tsim Sha Tsui. We also 
supply Rent-a-Desk, Instant Companies, Address Services, Sec facilities, 
Accounting, Filing, Telex, Fax and, in fact, all Business Services. 

9th & 10th/F, Bank of America Bldg., 1 Kowloon Park Drive, T.S.T., 
Kowloon, Hong Kong. Tel: 3-7210880 
Telex: 56443 WATC HX/33412 PCFCT HX Fax: 3-7239005/3-7395907 



















3 ” MANAGEMENT / FINANCE START BUSINESS IN HONG KONG? 
Loy Kahler, Executive V.P /General Manager — Company Formation 
RATA LOr US. Gre Eav Tuomaan | CONSULTING-SERVICES Farens a 
Y — Company /Trust/ Foundation 
formation and Management 

"Cascade General is a young dynamic ship repair company with — Trustee and fiduciary services 
a large array of equipment in the Northwest — and big plans for — Project evaluation and 
the future. iaman : 

A We chose Valdez for a lot of reasons. Its strategic location, a robe ha ag P, 


state-of-the-art facilities, international business connections and — Developing contracts with 





3 attractive land use options provide the perfect environment for authorities, banks, investors, etc. If 
H our growing business. We know we made the right decision b have mething 
i proying Duane s 4 IBS, Bahnhofstrasse 100 som e 
coming to Valdez. 

= - CH-8023 Zurich to say... sayit 

7 Valdez could be just the nght piace for your company to enter Alaska and Phone 01/211-04-83 
i Daae P O torso? tens etn USA we BOTAN. Tom Fax cutesy et in the Classifieds! 
i 9102506334 Valdez Foreign Trede Zone No. 108 Telex 813884 


PERSONAL 


THE 
DIPLOMAT HOTEL 
2 CHESHAM STREET 
BELGRAVIA 
LONDON SW1X 8 DT 
TEL: 01-235 1544 
TELEX: 941 3498 EXECUT G 


FAX: 259-6153 
Single: £42.50 + VAT 
Double/Twin: £58.50 + VAT 
All rooms with private facilities, col- 
our television, direct dial telephone, 
hairdryers, coffee and tea makers. 
Substantial breakfast served in 





AUTHORS WANTED 
BY N.Y. PUBLISHER 


Leading subsidy book publisher seeks manu 
Scripts of all types fiction non-fiction poetry 
juvenile scholarly and religious works etc New 
authors welcomed Send tor tree booklet F 34 
Vantage Press SIG N itn St New York NY 
L sAnAs 1c 8 










UK IMMIGRATION 


Specialist professional firm 
provides complete service 
for clients requiring UK im- 
migration. Free booklet on 
UK immigration rules and 
procedures available from: 


DAVID GARRICK & CO 


Att: FE 


1 de Walden Court 

85 New Cavendish St. 
London W1M 7RA 

Tel: London 486 8142 


Telex: 8954102 





This space is reserved for 
Classified Advertisements 


Reservations should be addressed to: 


International Classified Manager 
Far Eastern Economic Review 
15th Floor. 80 Gloucester Road 
GPO Box 160, Hongkong 
Tek 5-293123 Telex: 62497 REVAD HX 








PUBLICATION 


The Review Publishing Company Limited is now publishing a 
quarterly index which details by country and date everything 
that has appeared in the Review. The index is available on a 


quarterly basis. Subscribe now and each quarterly index will be 
sent to you automatically as soon as it becomes available. A 
vital research tool, the Review index will save hours of needless 
searching for information. ORDER YOURS TODAY! Only 
HK$290 (US$37.50) for 4 quarterly issues. Just complete the 
coupon below and send with your payment. 





The Circulation Department 
Review Publishing Company Limited, 
GPO Box 160, Hongkong. 
Please send my order for the Review Publishing Company 
Limited QUARTERLY INDEX. / enclose HK$290/US$37.50 
(or its equivalent in local currency) in payment. 

(Please print in block letters) 


Name 
Address 














UNIVERSITY FHE 
: in collaboration with the Be 
Center for Telecommunications Management 


is proud to announce a unique degree program for 
senior managers and senior middie managers in- 






the Informationindustry. 





The Program Features: 


a fully integrated, team taught curriculum designed 
especially for the information industry, 
=- @ unique international cohort of participants from 
telecommunications, computer manufacturing, 
information services, and user. organizations. 


RAARO RA 
a 9 month residence degree program. 


: BOER i 
a distinguished faculty at a distinguished university. 


The MSMIE is currently accepting applications for 
“the class entering in August 1988. 


` For more information write or call: 


es ost David W. Stewart, Ph.D., Director 
‘Master of Science in Management for Information Executives 
T School of Business Administration 
University of Southern California 
Los Angeles, California 90089-1421 
(213) 743-0304 
Telex: 4720490 USC LSA 















University 


of Southern 





California 
- Schoo! of 









“Business 





y Administration | z 














IBEAR MBA Program 
Graduate School of Business Administration 
University of Southern California 

Los Angeles, California 90089-1421 

Phone: 213.743-2272 

Telex: 4720490 UST LSA 














F imile: 213 747-4176 
Facsimile: 213 748-7289 econ ? 

















PROPERTY 





APPOINTMENT 










__ AMNESTY INTERNATIONAL 
IS EXPANDING ITS MEDIA CAMPAIGN 


We are looking for a PRESS OFFICER to work in the public infor- 
mation program of the International Secretariat of Amnesty Inter- 
national in-London. : 8 


S/he must have substantial experience in journalism or writing, for 
the news media, and be able to work under constant pressure to 
deadline. S/he will write news releases, brief and give interviews 
to journalists and advise staff and members on media policy. 
Familiarity with international. news agencies necessary. Fluent 
English and spoken English essential; other languages as asset. 
SALARY Starting at £12,352 pa rising to £15,273 pa. 

(under review) l 

(annual increments, index-linked) 


CLOSING DATE FOR RECEIPT OF COMPLETED APPLICA- 
TIONS FORMS: 27 JANUARY 1988 


INTERVIEWS SCHEDULED FOR LATE FEBRUARY 1988 


For further information and an application form, please contact: 
Personnel Office, Amnesty International, International Secretariat, 
1 Easton Street, London WC1X 8DJ, United Kingdom. 
Tel: (01) 837 3805 piel 


Hampton & Sons, the leading UK Estate Agentsin assist you to buy, sell, let. 
manage and arrange finanice for your UK house or flat. ; 
Call Philip Jackson on $-8104838 or telex 61851 FPDHK HX 


fT BRS cena 5 & Sons. 


i | PROPERTIES LIMITED: i i 
Back at] Bed floor Two Exchange Sjove Hong Rong <i nage Sten. kondon SWIA TRE Webi: 28H oo 














MAXIMISE EFFECTIVENESS... 
... MINIMISE COST 
For successful, cost effective marketing of business services: oppor- 


tunities; personal investments; property. recruitment, education; 
exhibitions; conferences: and in fact anything of a specific nature con- 















tact us now.” 


An advertisement in this section reaches over 200,000 affluent and 
influential readers. S 












amnesty 
international _ 









For sale by Tender 


Myer Store | 
Queen Street M all, 
Brisbane- 


ADELADE i 










T Sa 





1332S WWITIM 
sie 













s Outstanding ae . 
redevelopment potential. 

eHuge CBD site 

e Massive frontai e to 
Queen Street Mall 

e Directly opposite the- 

 desmeetgecese2 Interchase “Myer Top 

of the Mall” development 


Tenders close at apm, a st March. 1988. 


| Sitact ih the se ‘ing aada for full details. 


307 Queen Street, Brisbane : 
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This isa unique opportunity 
to purchase what could become 
Australia’s premier blue-water 
canal development created so 
close to a major capital city. 


Westport - Rockingham. 
Just 40 minutes drive from 
Perth. 


The proposed Westport _ 
Canal Development comprises _ 
262 hectares with 550 metres 
of direct ocean or foreshore 
frontage to the protected waters 
of Warnbro Sound. 


The total canal development 
envisages a range of residential, 
resort and commercial sites that 
. adjoin an existing community. 





Over 1350 residential 
sites. More than 500 with 
direct canal frontage. 

In addition to the residential 
lots there is a proposed 
commercial village, and sites for 
unit developments, two retirement 
villages and a shopping centre. 

* Local area set to boom 
with establishment of major 
Australian Naval Base. 

In July 1987 The Australian 
Government announced the 
relocation of half of the Australian 





RP Bai 





Naval fleet to HMAS Stirling 
which is located in the local Shire 
of Rockingham. 

The Development has 
received conditional approval 
from the Environmental 
Protection Authority. 

Stage 1 now selling 

The initial dry land Stage 1 
development of 162 lots is already 
selling and will produce an 
immediate cash flow. 


Contact Graeme Kiddey or 


Gwyn Davies at the sole agents 
Baillieu Knight Frank on 


. (09) 325 2533 for a brochure and 


further details. 

After Hours (09) 4476382 
After Hours (09) 447 6110 
Fax: (09) 325 6918 





Bo led off India’s festival sea- 
son, as usual, with the pooja (wor- 
ship) in early September of Lord 
Ganesh, the elephant-headed, pot-bel- 
lied god of success and literature. But 
this year, unusually, the city also closed 
the season in October by being the last 
place in India to immerse the skull-gar- 
landed idol of Durga, goddess of de- 
struction. The 12-day delay was due to 
the refusal of Hindus from the red-light 
district of Kamathipura to sink Durga 
into the sea in Bombay until a Muslim 
police deputy commissioner was sus- 
pended to take responsibility for the 
death by shooting of a neighbourhood 
youth. 

Sometime between the two poojas, 
Bombay lost its cachet as an island of 
tolerance in India’s sea of communal 
turmoil. The tensions in Kamathipura 
contrast glaringly with the easy-going 
carnival mood of the annual Ganesh 
Chatturdashi — the date of the next-to- 
last full moon of the Hindu calendar, 
when devotees usher Lord Ganesh (in 
the form of clay statues) out of the 
6,000-odd gaudily decorated tents 
where he is worshipped for the preced- 
ing 10 days in working-class districts 
throughout Bombay. 

The giant clay idols — sometimes 
two storeys high — trundle on lorries or 
push carts through slums, past aban- 
doned 19 century cotton mills, rococo 
villas and the art deco facades of Marine 
Drive. Dance yer spurred on by 
music, escort the god as onlookers toss 
red and purple poe until the cele- 
brants are coated. 

Wherever they start from and 
whichever route they take, the 
processionals all head towards 
the central Chowpatty beach. 
There the mood reaches a religi- 
ous fervour and wave upon wave 
of worshippers break on the 
grey, junk-studded sands of the 
tired old urban beach. 

This human flood is cor- 
doned off by a phalanx of boy 
scouts who are supervised by 
bullhorn-wielding cops. Waiting 
impatiently behind the boy scout 
cordon, the procession, when fi- 
nally let loose, spills out onto 
Marine Drive in a confusion of 
flailing limbs. So frantic is the 
surge that one road-sweeper, 
with typical Bombay entre- 

reneurship, manages to set up a 

risk trade collecting the odd 
slippers that celebrants drop in 
the rush. 

Once the crowd hits the 
beach, though, its momentum is 
lost. The wheels of the carts get 
stuck in the sand and the proces- 
sion inches down to the water- 
line and beyond. Chest-high in 
water, the devotees immerse the 





smaller idols. The larger ones are trans- 
ferred to rafts and poled out to sea to be 
sunk. Ironically, the only casualty of the 
Ganesh Chaturdashi this year was a 
young Muslim who drowned while as- 
sisting the send-off of the Hindu god. 

The Ganesh festival has transcended 
religion since its inception, when the 
turn-of-the-century anti-colonial leader 
Bal Gangadhar Tilak seized on the oc- 
casion of the Ganesh immersion for a 
show of pan-Indian solidarity in de- 
fiance of a British ban on public rallies. 
So far the Ganesh festival has remained 
true to its nationalist roots, despite the 
efforts of locally powerful Hindu 
chauvinist parties in recent years to 
communalise the rites — and, not inci- 
dentally, rake off a part of the estimated 
Rs 2 million (US$155,038) collected 
by the volunteer committees. 

No neighbourhood in Bombay 
seemed more resistant to these pres- 
sures than Kamathipura. There, under 
the stewardship of a joint Hindu-Mus- 
lim organising committee, the Ganesh 
festival has for many years shared the 
facilities with the Shia observance of 
Moharram, which falls at about the 
same time of year. But barely a month 
later, the underlying communal ten- 
sions erupt. On the festival of Dashera, 
when the Goddess Durga was to be im- 
mersed in the sea after her 10-day purge 
of the world’s sins, trouble flared be- 
tween Hindus and Muslims queueing 
for government-allotted milk rations. 

ioting spread so fast that by the 
time Deputy Commissioner of Police S. 
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[LETTER FROM CHOWPATTY 






M. Mushrif could reach the scene, just 
13 minutes after receiving the first 
distress calls from the neighbour- 
hood, Hindus and Muslims were al- 
ready squaring off against each other 
armed with rods, sticks and tube lights. 
A police van was trapped in one of the 
lanes, its occupants having run out of 
ammunition in the first skirmishes. 
Wading in to rescue the van, Mushrif, 
and his constable fired two rounds each. 


hat, at least is the police version of 

the story. “Indiscriminate firing” is 
how neighbourhood activists of the 
rightwing Bharatiya Janata Party (BJP) 
and Shiv Sena Party put it. What the two 
versions agree on is that 28-year-old Di- 
nesh Patil was hit in the face and died in- 
stantly. 

This was all that was needed for the 
two parties to set communal tensions 
boiling. Although the day’s rioting 
claimed two other fatalities, both Mus- 
lims, as well as 18 people injured, it was 
the funeral of Patil — a youth leader 
who reportedly died while trying to 
calm local hot-heads — that drew out 
angry crowds as the procession 
snaked through Kamathipura’s 
crowded warrens under heavy 
police guard. Petrol bombs flew, 
cars were burned, shops were 
looted, Muslim passersby 
beaten up or stabbed and a cur- 
few was clamped on the district. 

So the rightwingers took a 
leaf from Tilak’s book and used 
a religious pretext to raise the 
political temperature. They 
goaded the Durga pooja com- 
mittees into refusing to immerse 
the idols until Mushrif had been 
suspended from the force. It 
took nearly a fortnight of negoti- 
ations for a compromise to be 
reached: Kamathipura would be 
gerrymandered out of Mushrif’s 
zone. 

When the 27 Durga idols final- 
ly made it to Chowpatty, it took 
828 security personnel to ensure 
a peaceful procession. Police bar- 
ricaded the major intersections 
along the route and sharpshoot- 
ers were perched on rooftops. 
According to BJP regislator Prem- 
kumar Sharma, the Durga im- 
mersion represents “a ceasefire 
on one front, but the battle 
is not over.” —Lincoin Kaye 
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BLACK LABEL COMMANDS MORE RESPECT 
- £12% YEAR OLD: 


JOHN WALKER & SONS LTD. SCOTCH WHISKY NISTI 
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BE WISE TO 
PUT A LITTLE 
MONEY 
SOMEWHERE 




















You can now open a Foreign 
Currency Account with Midland 
Bank in London, in any major 
currency. 

As one of the world’s leading 
international banking groups we 
offer you unrivalled security and, of 
course, discretion. 

And, as a non-resident, interest 
earned on deposit is free from UK 
income tax. 

To find out more about how we 
can help you, please complete the 
coupon below. 










seein innit eanne enna sentenced cmon m 


Marketing Dept, Midland Bank plc, 
International Division, 24 Martin Lane, 
London ECAR OAH United Kingdom. 


Name 
Address 

















j Midland Rank k pie 
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You Could 






Gather 
It Yourself 


The Recognized Authority 

Now in its 24th year the CHINA TRADE 
REPORT which is published monthly by 
the Far Eastern Economic. Review has 
long been recognized by leading busi- 
ness executives throughout the world as 
the most authoritative newsletter of its 
kind. 


CHINA TRADE REPORT 

Provides A Broad Range 

Of information 

Covering subjects which range from 
foreign investment to fashion, electronics, 
telecommunication, engineering, contract 
negotiations and to literally dozens of 
others the CHINA TRADE REPORT is 
essential reading for anyone doing, or 
wishing to do, business with China. 


You Could Gather It Yourself 

You probably could get the same informa- 
tion on your own but in order to locate 
what is contained in each and every 16 
foolscap page issue of CHINA TRADE 
REPORT you'd have to read hundreds of 
publications, not to mention have your 
own network of people reporting from all 
the important zones in China. 














Why not subscribe now and discover 
for yourself how the CHINA TRADE 
REPORT can help eliminate the mystery 
and much of the risk in doing business 
with China. 


Smali Investment... 

Handsome Dividends 

Start benefiting immediately from the 
information-packed CHINA TRADE 
REPORT by subscribing now. A small 
investment today may pay handsome 
dividends later in saved time, energy and 
money. 


Post this coupon today! 


Circulation Manager, 

Review Publishing Company Limited, 
G. P. O. Box 160, 

Hong Kong 


Please enter my one year subscription 
(12 issues) for the CHINA TRADE REPORT. 
l enclose a cheque/money order of 
made out to the Review Publishing 
Company Limited. Or, please charge my 
credit card (tick one): 















American Express © Diners Club 0 
MasterCard [2 Visa [2 
{Please print in block letters) 


Card No: 
Exp. Date: 
Signature: 
Name: 
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lurn on to the Giant Po 
of Our Tiny Fax. 










The Panafax UF-150 lights the way touch operation that can activate any hour, 


with 70-station auto-dialler day or night. You get optimum flexibility— 
and 3-key programmability! seb ien 
° Super-Fine resolution mode quadruples 

Isn't it time you discovered the world- standard resolution for small-print docu- 
wide communications potential of our ments, while halftone reproduction captures 
compact UF-150 facsimile machine? It not the subtle gradation of photographs. A veri- 
only transmits sharp, legible documents in fication stamp informs you of successful 
seconds, but offers convenience and reli- transmission. 
ability you'd expect from a much larger The tiny Panafax UF-150. It makes a 


model. Designed to fit in the corner of your giant impact on office communication. 
desk, it can still access up to 70 facsimile 
station numbers with either one-touch dialling 
or two-digit abbreviated dialling. You can 
even preset one document for transmission 
while another is being received! Three 

_ programme keys with memory capacity let 
-you enter numbers and start times for one- 


» Panasonic, 





This announcement appears as a matter of record only. 


U.S. $8,000,000 
Term Loan 


P. T. MONTERADO MAS MINING 


a subsidiary of 
BP Minerals International Limited 


Indonesia 


Provided by 
International Finance Corporation 


and through IFC Participations by 


The Hongkong and Shanghai Banking Corporation 
The Siam Commercial Bank, Ltd. 


October, 1987 
























COPYRIGHT 
REPRINTS 


The combined efforts of the Far Eastern Economic Review’s 
large and highly skilled editorial team have made it the pre- 
mier source of information for those who do business, or 
have an interest, in or with Asia. 


As a testimony to the publication’s editorial quality, many 
Review articles have, over the years, been reprinted in 
newspapers, magazines, educational textbooks, newsletters 
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WWF Kojo Tanaka ‘BCL 


The 
Giant Panda 


needs your help 
to survive 


Ox every eighty to a hundred years the 
bamboo forests in China’s Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People’s Republic of China, 

WWE has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves — Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWE needs money— your money. 


Please send contributions to the WWF 
National Organisation in your country or direct to 


WWE International, 1196 Gland, 


Switzerland. 
wer fag WORLD WILDLIFE FUND 
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between Asia and America 
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Town nearly one million 
‘ravelers to the States, 
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veople who fill Times Square 
on New Year’s Eve. 

Today United flies nonstop 
laily from Tokyo to 
New York, Los Angeles, 
an Francisco, Seattle and 
tonolulu. From Osaka and 
eoul to San Francisco. Daily 
rom Hong Kong to Seattle 
nd San Francisco. And there 
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How a party for everyone whos flown 
United to America might look. 
















are also nonstop United 
flights from Australia and 
New Zealand to the U.S. 

Of course, flights to 
America are just the 
beginning. We're also flying 
all over America. United and 
our United Express partners 
serve nearly 200 cities from 
coast to coast. 

So the next time business 
takes you to the U.S., travel 
the route taken by a million 
people before you. Call 
United or your Travel Agent. 
And fly the friendly skies, 
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Accounts) 


| Fabric of inde 

While he attempts to portray himself as 

a level-headed and peace-loving Malay- 

sian, S. D.’s letter (Strained consensus, 

3 Dec.] smacks of prejudice and racism. 
‘The instances he quoted as having 


‘the least. The root causes of racial 





| polarisation go back to the consensus 


Sepa leaders (Tan 


apeed by our 
eng Lock, V. T. Sambaathan, Tunku 
Abd 


independence. The fabric on which our 


independence. was achieved, without 


bloodshed, must be safeguarded ‘at all 
times.. For as long as we do not recoil 
from what our parents and past leaders 
have. agreed upon, there will be no 
problem. On that basis we can all work 
towards a united and better future. 

But if the non-Malays persist in chal- 
lenging the validity of this consensus, 
racial polarisation will continue. Re- 
gretably, S. D: conveniently omitted to 
dwell on these causes but chose to high- 
light the pent-up passion of the Malays. 

at do you expect them to do? They 
would certainly rise to meet the embold- 
ened challenge. The most timid and 
docile man would fight back if driven 
against the wall. S. D. made no mention 
of the activities and rhetoric of Lee Kim 
Sai, Lim Kit Siang and Yap Pian Hon, 
to name a few. 

Malay leaders have openly and fre- 
quently criticised their own race, the ob- 
jective being to motivate them to face 
present realities.and challenges, in par- 
ticular to alleviate their general down- 
trodden economic condition: So have 
Chinese and Indian leaders, though not 
on the same theme. Universally ac- 
cepted Islamic values (certainly not con- 
trary ‘to S. D.’s beliefs) have been in- 
jected into the administrative services. 
Are these parochial within the context 
of nation-building? 

It is people like S. D. who make it 
even more difficult for us to work to- 

wards “a one-voice state.” 
Kuala Lumpur ‘Mohamed Noor-Don 





Thailand initiative 
would like to set the record straight on 
:| the report that First Pacific Holdings is. 


to acquire a minority interest in First 
Bangkok City Bank [INTELLIGENCE, 
17 Dec]. a 

-> First Pacific has had several discus- 
sions with Thai business groups regard- 
ing investments in the. country, includ- 





ing a possible investment in a commer- 


cial bank. None of these discussions, 


led to an “even more tense” situation. 
are lop-sided. and mischevious, to say 





| 








We are currently engaged in discu: 
to establish a securities broker; 
sence in the country andaj n 
property company, First Pacific Davie 
(Thailand), will becom ratio 
January 1988. 

In addition, First Pacific i 


seek further investment oppor 


that enable us to participate in 
land's economic growth. —— = 


Rahman) when negotiating for | 


_ New light 
[REVIEW, 17 Dec.], you 
based ‘on Fr Edgar D’s 


In the article? 


statement of Sunday, 2 

1987” and the othe VN 

These statements do not con 

the allegations in your arti 

have any statement issued 

containing the facts on which yc 

is based? i PEE 

H you have no statement to 

your story, can you tell me how you go 
your. story? Was it by interview? 

why did you not state this in the artic! 
Was the. interview in. person or 
‘phone? Whoinitiatedit? €000 oe 
You knew that D’Souza was not pre 
sent at the meeting of 2 June betwee: 
Prime Minister Lee Kuan Yew a 
Archbishop Gregory Yong and nin 
other Catholic leaders. Yet you quoted 
D'Souza quoting the archbishop on 
rime. minister's conduct atthe 

ing. Did you check D 

tions with the archbis! 

did you not check then 

You “have: captioned 

“Catholic priest answers 
allegations,” ‘i.e. allegations | 


statements referred to uy pl 
fuller account-by D'Souza 
meeting between Archbisho , 
the Catholic priests, at which Yo 
ported on his meeting with. 
“Yew. This was sent to the 
D'Souza and its authentic 

with him by teleph 

REVIEW was ser 








of the transmigration programme in In- | benefit the not their col- | 
donesia; particularly Irian Jaya: oe a. See ee eee eee eee 
<- Hoffman’s bald assertion that no op- | Since Í was th should defend 
position has ever come from ‘anyone of participating 
who has studied or inspected the pro- | It : three of them 
amme is utterly. preposterous. In fact, | t nes stoked a little fire. 
is claim that “no transmigration sites | beneath a Jeep, but then people do” 
‘were planned for areas used by | sometimes motional and do un- 
Irianese” flatly demonstrates how little “thinking things, as Kellogg would prob- 
laos ; Hoffman understands Melanesian land- ably admit. It is also true that I gave a 
S, 12 Nov.] | use patterns and how “misguided and | sweet to a woman who was crying; if 
row “wildly inac- | misinformed” he himself is about the | that is incitement, then J am guilty 
sshouse. In his | whole nature of -the transmigration |. too. Fy ae 
| programme in Irian Jaya. |. But every other Westerner was visi- 
New York John Strand | bly at pains to remain rigidly unin-) 
` o| volved, irrespective of their sympathies. 
Instead, they got.in among the crowd 
and took photographs of everything. 
Now there is nothing partial about tak-- 
ing photographs. Or there would not 
have been had the Chinese not declared . 
next day that no police opened fire. 
This imaginative announcement. made 




































-monstrates what might only 
` “wilful ignorance” of not only the com- | The clenched fist 
plexities, chan es and implementation 
nightmares of the Irian Jaya transmigra- The situation in Tibet is far more simple 
` tion component, but also the increas- than your correspondent David Kellogg 
ingly broad domestic opposition to the | would have us believe [LETTERS, 26 
„programme as it was implemented. At | Nov.], and Western tourists are irrelev- 
the very least, before he presumes toat- | ant to it. I have just come back from 
ck McDonald’s figures, Hoffman there, and every day five or 10 Tibetans photographs of men in green uniforms 
should learn the difference between. would ask me when the Dalai Lama | pointing sticks emitting puffs of smoke © 
amilies” (kepala keluarga or KK) and | would return and when the Chinese | towards unarmed Tibetans with holes in 
transmigrants,” in this case the total | would go home. The meaning was clear | them take on a whole new significance 
persons making up those families (usu- | enough from the gestures that went with | in a way not helpful to the Chinese ver- 
lly, families times five persons). the words, usually grinding a clenched | sion of events, but you cannot blame the 
McDonald’s original Repelita IV | fist on an open palm to show the action | Westerners for that. T l 
figures for transmigrants to of the Chinese in their country. The fact that at least three of the 
< Jaya. are absolutely correct: I was: there a month and I never | dead that day were children — one an. 
heard a Tibetan utter a word of praise eight-year-old shot in the back — is SO. 
for the Chinese occupation. They were | hard to justify that it may explain why 
‘not influenced by Westerners because | the Chinese sought to excuse them-~ 
they did not. speak English, and they | selves by saying that the “rioters used. 
were. not influenced by me because I children.” It is hard to know how the 
was pro-Chinese when | arrived. I Chinese found this out since at the time 
should add, in all fairness, that that | in question all the Chinese had, under- 
changed rather abruptly — at about 11 standably, run away. In any case, I was 
a.m. one day when the Chinese started standing about 30 ft away from these 
shooting at a lot of angry but unarmed | children, and they did not look used to 


Tibetans who were standing nexttome. | me. They looked rather angry and 
upset, like a lot of Tibetans I met in 
Tibet. Whatever Kellogg says, the Tibe- 
tans show no. sign of wanting the 
Chinese to stay. 































































137,800 families - or approximately 
689,000 persons. By December 1985, 
ore than 18 months into Repelita IV, 
-that target figure had already been “ad- 
isted” downwards to 136,090 families, 
according to the Department of Trans- 
migration in Jakarta. 

That the target figures were sub- 
sequently reduced to the. 61,160 
“families” Hoffman cites is further evi- 
‘dence of the programms © broad im- 
‘plementation problems and mounting I ran and hid behind a pillar and- 

fro _ Jaya, along | changed my view of Chinese politics. 
donesian aca- Clearly, unless you think Tibetans 
mment circles, | too primitive to give credence to their 































































views — which appears to be Kellogg's. New Delhi. si Robert Barnett 
position, since he claims all nationalists [2605 es s 
are Westernised — an awful lot of Tibe- | Khmers t ner 


tans want their country to themselves. 
| .. Furthermore, itis not true that the 
Chinese do not gain enormous wealth 






Whether the latest development in the 
l Cambodian conflict is a sign of peace or 
from Tibet, because they are busy min- | a piece of propaganda, all the Khmer 
ing and researching its vast reserve leaders must realise that no one has 
gold, petrol. and uranium. The Chinese | acted or will act to protect the interests 
do, indeed, spend money on Tibet, but | of the. Khmer people. They must talk to 
it is not always Tibetans who benefit: directly or indirectly, offi- 
the roads were clearly built for Chinese ise, with or without bless- 
armies that use them in huge numbers, oats ee 
Martono. oC the hospitals were built for the Chinese : 
a two-day $ ' in Jakarta | settlers of the past few y ars, who now ional survival, the talk could 
during which a f non- | outnumber the Tibeta the: tow! hem to arrive at a formula for set- 
and the schools — well, perhaps it | common priorities so that a joint 
iv rt to reconstruct Cambodia is possi- 



























ommon sense and some 

















enough to say that the latest 
‘education grant isto be spent in its Se 
¿i| tirety on preventing 900 Tibetan ik -Too much has already been lost; but 
<| ren from going to: E b n- | there is still a great deal more at stake. 

stead, they. will he o spend their | Melbourne Ung Bun Ang 
































"Fee bull is dead. The long rise: of equity markets 
worldwide came to a dramatic end in October 1987, 


| natives for 1988 


: help keep pla 





_ gon. Stockbrokers and fund managers 


dashing the hopes of those latecomers who had borrowed |. 
or bought on margin in a bid to share in the Spoils from the | 
it of equities. In the Review's annual WHERE TO PUT YOUR | 
| MONEY survey, correspondents search for rewarding alter- | Fuilof 
i Gold and precious metals, soft com- E ~ 
urrencies and the art market could all | $ 


ead of the game in the Year of the Dra- 


:had a rough ride with their 1987 selections — have bravely | 5° 
selections for 1988, basing their choices in many cases On 4 | Foreign s 

ital gains and dividend potential. ee 

Cover illustration by Morgan Chua. 


Pages ; 
The Asean summit achieves. some- 
thing in being satisfactorily held at 
le a symbolic triumph over secu- 
tity threats to the Aquino government 
i Philippines. The only other re- 
the six leaders reaching 
nt on a series of economic 

es. 

10 
e Norodom Sihanouk fives up to 
his erratic record with a double flip- 


ple were believed killed. 
Page 18 


The Indian Navy is set to acquire its 
first nuclear-powered submarine from 
the Soviet Union. oe Tar 


Hongkong’s Protestants are becom- 


ing polarised in an internal debate on ‘Page : ee 
what Bangkok rejects a French consor-_ 
tium’s US$314.5 million plan to build. 
private toll roads. ne 


hat role the church should play in 
the politics of 1997. Bigs 








Soviet leader Gorbachov agrees to | 
withdraw troops from Afghanistan - 


BP 


| Australia’s F ax newspaper empire 





Page62 
Japan’s big five steel makers, helped 


by a boom in construction industry or- | 
ders, bounce back into profit after | 


slipping into huge and apparently re- 
curring losses justayearago. = 


Page 62 


Japanese banks score a big victory | 


‘when central bankers agree to pro- 


| Posals to harmonise capital-adequ- 


acy ratios which take into account un- 


realised gains on security holdings. 


Page 64 
The success of the state-owned De- 


velopment Bank of the Philippines in 


selling a controlling stake in a major 


commercial. bank boosts Manila's- 


much-criticised privatisation efforts. 


Page 67. 
A British Law Lords ruling gives a 
boost to the long legal battle by tin 
brokers and bankers seeking to re- 


cover outstanding debts from the In- 


ternational Tin Council. 


Page 68 ; 
BHEL; India’s giant power-plant man- 


ufacturer, suffers a sharp fall in orders: 
as foreign competitors make deep in- 


roads into the state-owned group’s | 


domestic market. 
age 75 


Hongkong’s Ka Wah Bank seeks the 
| removal of directors and the appo 


Malaysian company. | 


sells prime assets and 








~— who generally 





the | Traveller's Tales — 
int- | The Sth Column 


-| ment of receivers at a Publicly listed | 


, nd incurs huge | Stock 
debts as the scion of the Fairfax family | 8 
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-Through the eye but not the storm a < 
Inflation worries for bond buyers 

Bond market works in mysterious ways „< 
Profit to be had from US dollar plunge 
Foreign investors play key role: cil 

The dangerous art of staying ahead o-n 
Investors take pot luck with Korgan ceramics 
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: Back from the brink in Tokyo 
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Wellington asks UN 
to rule on 


French agent 
New Zealand will ask the 
UN Secretary-General Javier 
Perez de Cuellar to rule on a 
new dispute with France over 
the sudden return to Paris from 
exile on Hao, a remote French 
Pacific atoll, of Maj. Alain 
Mafart. Mafart was one of two 
French agents who in 1985 
sabotaged the Greenpeace 
anti-nuclear protest vessel 
Rainbow Warrior, killing a 
crewman. His return for medi- 
cal treatment was without New 
Zealand's eat Wag despite a 
condition under the UN arbi- 
tration of 1986 which transfer- 
red Mafart and fellow agent 
Capt. Dominique Prieur to a 
three-year exile on Hao, in- 
stead of a New Zealand prison, 
after they were sentenced to 10 
years’ imprisonment for man- 
slaughter. — Colin James 


Two of Taiwan’s leading op- 
position Democratic Progres- 
sive Party (DPP) figures have 
virtually joined the pro-inde- 
pendence cause by supportin 
a 10 December rally demand- 
ing the release of two dissidents 
jailed on charges of sedition for 
pacate independence for 
Taiwan. Former DPP chair- 
man Chiang Peng-chian and 
present chairman Yao Chia- 
wen were among some 1,500 
rotesters calling for the re- 
ease of Tsai Yu-chuan and 
Hsu Tsao-teh, who were ar- 
rested in October. Promoting 
independence for Taiwan can 
draw a minimum prison term of 
12 years. — Jae Hoon 


releases 

more ISA detainees 

Eighteen more of the 106 
detainees arrested under 
Malaysia’s Internal Security 
Act (ISA) between late Oc- 
tober and early November 
were released on 12 De- 
cember, bringing the total re- 
leased to 44. Several politicians 
from the ruling National Front 
coalition were among those re- 
leased, including the par- 
liamentary secretary to the 
Ministry of Energy, Telecom- 
munications and Posts, Ong 
Tin Kin, from Gerakan; 
reg ee Chinese Associa- 
tion Youth chief Datuk Yap 
Pian Hon, and all three United 
Malays National Organisation 


Youth executive committee 
members. 

Two MPs and two state 
leaders from the opposition 
Democratic Action Party were 
also freed. The remaining 62 
detainees have until the end of 
December before the police 
either free them or the home 
minister confirms their deten- 
tions without trial for two 
years, renewable indefinitely. 

— Suhaini Aznam 





Prime Minister Walter Lini of 
the Pacific island state of Van- 
uatu defeated a leadership 
challenge in the ruling 
Vanua'aku ey from party 
secretary-general Barak Sope 
on 9 December. However, Lini 
is likely to hand over temporar- 
ily to a caretaker prime minis- 
ter while he has medical treat- 
ment in New Zealand for the 
effects of a stroke earlier this 
year which left him partly 
paralysed. — Hamish McDonald 


Bangladeshi 


leaders 

Bangladesh’s two leading op- 
ition leaders — Sheikh 
asina Wajed of the Awami 
League and Khaleda Zia of the 
Bangladesh Nationalist Party — 
were released on 10 December 
after a month-long detention. 
The move by President H. M. 
Ershad was widely believed to 
be an effort to defuse the oppo- 
sition’s campaign against the 
government. But the two 
women were unmoved and the 
government is unable to reach 
a consensus with the opposi- 
tion on the question of holding 
the parliamentary elections be- 
fore March 1988. Both Hasina 
and Khaleda continue to de- 
mand the government's resign- 
ation and the appointment of 
a neutral caretaker govern- 

ment to hold the polls. 
— S. Kamaluddin 


Wall Street securities firm Bear 
Stearns is to sue Hongkongs 
Jardine Strategic oldings 
(JSH) over its withdrawal of a 
tender offer for 20% of Bear 
Stearns’ stock. In late Sep- 
tember, JSH tended for Bear 
Stearns stock at US$23 a share 
but backed out of the deal 
after the October stockmarket 
crash. Had JSH gone ahead 
with the purchase it would have 
shown a book loss of more than 
HK$1.65 billion (US$212 mil- 
lion) at the current price of Bear 
Stearns’ shares. The basis of 
JSH’s defence will be that qual- 
ifying riders to its offer allowed 
it to back out when Bear 
Stearns’ earnings outlook 
changed dramatically after the 
crash, with no profit in the 
third quarter, confounding 
analysts’ expectations of a 
US$50 million profit. 
ristopher 


Tisco seeks compromise 
in Indian tax 
Tata Iron and Steel Co. 
(Tisco), flagship of India’s 
leading business house, has 
compromised in its running tax 
dispute with the central gov- 
ernment in a bid to avoid reg- 
ulatory sanctions. The com- 
ny has set aside Rs 150 mil- 
ion (US$11.6 million) in an es- 
crow account against contested 
government claims of Rs 350 
million in excise dues — three 
times more than Tisco has been 
pee to go aa 
o prevent firms from usin 
India’s chronically backionged 
court system to stall for years 
on their tax dues, the govern- 
ment has earmarked a “black 
list” of 20 companies that it 
deems unduly litigious. This 


AMPLIFICATION 


Due to transmission problems, 
the brokers’ selected portfolios 
for the US and Canada did not 
land in Hongkong in time for 
inclusion in this edition of 
WHERE TO PUT YOUR MONEY. 
They will appear in the next 
edition of YM dated 28 


January 1988. 
CORRECTION 


Tokutaro Hirose is executive 
vice-president of Nippon Life 
Insurance, not Nissan Life as 
stated in the FOCUS on Japan 
Banking, Finance and Invest- 
ment [17 Dec.]. 








has already cost Tisco a year’s 
delay in licence approvals for 
serveral key projects. 

— Lincoln Kaye 
for 

rehabilitation 
The Asian Development Bank 
(ADB) has approved a conces- 
sional loan to Sri Lanka for 
emergency road restoration 
work in the country’s eastern 
and northern provinces, which 
have been hard hit by the Tamil 
insurgency. The SDR 15.53 
million (US$21.5 million) loan 
is the first international aid to 
be committed to the national 
rehabilitation programme an- 
nounced by Colombo in July. 
The ADB has also approved 
loans of SDR 28.34 million and , 
SDR 27.02 million for road 
projects in southern and cen- 
tral areas and for electricity dis- 
tribution projects respectively. 
— James Clad 


GM and Toyota to merge 
in Australia 


General Motors and Toyota 
next March will put their Aus- 
tralian car-making subsidiaries 
under a new joint venture 
which will produce three 
shared models from 1989 — the 
larger GM Holden Commo-, 
dore and the compact Toyota ' 
Camry and Corolla — which 
each partner will sell under its 
own badges. GM’s export- 
oriented engine plant will not 
be part of the joint venture. 
The two companies will spend 
about A$600 million (US$429 
million) over the next three 
years coordinating production 
at their car plants in Mel- 
bourne. — Hamish McDonald 


New IC plant for Taiwan 


science park 

Taiwan Semiconductor Man- 
ufacturing Co. (TSMC) is to 
‘build a US$220 million man- 
ufacturing facility in Hsinchu 
Science—based Industrial Park, 
near Taipei. The plant will be 
unique in the region in that it 
will- manufacture integrated 
circuits to customer specifica- 
tions without independent de- 
sign or marketing of its own 
products. The plant will pro- 
vide access to semiconductor 
fabrication facilities for the 
Taiwan electronics industry as 
well as for overseas customers. 
The target date for completion 
is late 1989. TSMC is a joint 
venture between the Taiwan 
Government, with a 48.3% in- 
terest, Philips of the Nether- 
lands, with 27.5%, and local 
firms. Jonathan Moore 
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‘A personal initiative of Thai army 
Gen. Chaovalit Yongchaiyut, 
| to invite a Soviet general to Thailand 
| during the King’s 60th birthday 
iebration has caused some 
¿irritation in Asean capitals and in 





5 relationship, Taiwan’s presidential 


adviser Hsueh Yu-chi has suggested 
Taipei-Seoul cooperation in joint 
development of a communications 
satellite. — f : 


: Washington. The US is irked that as T 


the Thai Government had not invited 
any government to send high-level 
representatives to the birthday bash; © 
Gen. Yi 


‘gbeniy Ivanovskiy, who is- ` 


ommander-in-chief of the Soviet 
nd forces, was the most senior 
nofficialattendingthe > 
ivities and, mus, was onthe — 


‘worried that 
merge from 
idential - 


N sly expand trade ace 


eting with Taiwan's 





-| the twoo ape r 
| Hasina Wajed of the Awami League 
a and Khaled 


western port of Kunsan for 
a-trade purposes. The KMT 
_leaders fear that formal commercial 
ties might be cemented between 
Seoul and Peking before or shortly 
after the 1988 Seoul Olympics. To try 
to strengthen bilateral ties and 
remind Seoul of their special 








‘authorities pending a decision as to 
-whether to allow distribution. 


The US 
administration 
has expressed its 
deep concern to 
the Bangladesh 
| Government 
about the- 
-possibilityofa — 
military takeover 
Me inthe country. 
| Washington has 
Suggested that 


hasa 


a Zia of the Bangladesh 
Nationalist par. The present 
political crisis, the worst since 
President H. M. Ershad took over - 
‘ina bloodless coup in March 1982, 
was spearheaded jointly by the 
sipht party and the seven-party 
alli 


women. 


[ke 





ances respectively led by the two __ 





| headquarters departme: 
the People’s Liberation Arm 
Haotian, Yang Baibing, 


ngi — have not bee 


The US, at the urging of South: 
Korea’s President Chun Doo Hwan, 
decided not to send an official = 
observer delegation to monitor the 16 


_ | December presidential elections, as i 
| had for the Philippine elections o; 

1985. But after SCOV 

| a host of US liberal human-1 


oul discovered 


he Republican-backed 
Institute for International Affairs ES 


hastily assembled a group to mak 


a last-minute US effort to pass. 


judgment on the fairness of the vote. 




















6 
ment minister in Dhaka (9 Dec.). Two girls 
died. from: wounds . suffered when a 
homemade bomb thrown by opposition de- 

. Monstrators exploded during protests aimed 


at forcing the resignation of President Er- | 
shad (14 Dec.) : ea 


1o A bomb hurled at a car injured a govern- | 


alleged human-rights abuses by Chinese au- 
hostes, 


s in their homeland (70 Dec.). Sikh - 
‘shot dead two of Punjab’s senior 
fe aseni} guard in Patiala’ | 


More than 800 students and a vice-minis- | D. 


„ter attended a memorial service for a student . 


whose stabbing sparked’ demonstrations. in 
"Peking by his school mates (/3 Dec.). 


: Hundreds. of thousands of communist: 


rotesters held a rally near parliament in | 
New Delhi g Dec.). At least five Tibetans- 
d when police using batons stop- | 


were injured op 
d 700 Tibetan exiles from crossing police 


ines during a protest in New Delhi against- 





olian legislature dismissed its 





nounced the demobilisa-_ | 
4 Dee) o F 





rotest against | 
the summit. The 


A dissident candidate, Paek 1 
dropped out of the presidential race saying 
„wanted to ensure an opposition victo! 

4Dec.). > SE 


An unknown number of rebels were kill 

ed in clashes. between tival Tamil gueri 
roups in the north, it was reported 
op ste sone 











Leaders turn out to support Aquino despite risk 


18-minute solidarity 


By Rodney Tasker in Manila 


T hose looking to the third Asean sum- 
mit in the grouping’s 20-year history 
for a signal of what the future holds for 
political and economic developments in 
Southeast Asia were disappointed. The 
14-15 December summit, the first in 10 
years, was more about securing the pre- 
sent, 

One major factor in an event origi- 
nally planned to be a sonenne pad to 
real economic cooperation, which has 
eluded the grouping throughout its exis- 
tence, was a symbolic act of faith in 
Philippine President Corazon Aquino’s 
leadership of her troubled country by 
her provenly durable five 


Indonesian officials confirmed that 
their leader had indeed been adamant in 
his intention to attend the summit, 
against not only the advice of his sec- 
urity chiefs but also his Foreign Minis- 
try, which felt the Manila government 
was on the brink of disaster — a view 
heightened by the nearly successful 
military uprising against Aquino on 28 
August. Apparently Suharto, who him- 
self has braved political adversity to re- 
main the indisputable leader of his 170 
million people for the past 22 years, was 
impressed by the region’s only woman 
leader when she visited him shortly after 


Asean leaders gave Aquino a great deal 
of face, it was an insult to the Philippine 
armed forces, particularly as they had 
arrested Col Gregorio Honasan, leader 
of the August coup, on the eve of the 
summit. 

While the meat of the brief meeting 
was an endorsement of previously ar- 
ranged moves to push Asean to a more 
meaningful economic relationship, the 
summit’s political input was confined 
mainly to security issues. Indeed, sec- 
urity in a region with communist In- 
dochina on the doorstep and a focus of * 
US-Soviet military rivalry was an issue 
all six Asean heads of govern- 





Asean fellow heads of govern- 
ment. Led by the man who has 
become something of a father 
figure in Asean, Indonesian 
President Suharto, the five 
other leaders shunned the ad- 
vice of their security chiefs 
and other officials to attend a 
Manila summit which was 
marked more by its security 
arrangements than by any 
substantial business. 

The point was highlighted 
by Singapore Prime Minister 
Lee Kuan Yew in his opening 
statement: “Madam presi- 
dent, if Asean heads of gov- 

_ ernment were guided by their 
security services they would 
not be in Manila,” he told 
Aquino. “It was the president 
of Indonesia who set the 
example President 








Suharto wanted us to show un- 
ited Asean support for your govern- 
ment at a time when there were at- 
tempts to destabilise oe government.” 

Lee is renowned for coming straight 
to the ee and he had put his finger on 
one of the main themes of a summit 
whose official business lasted barely 18 
minutes — probably the shortest sum- 
mit in world history. It was important to 
show Aquino’s enemies on the Right 
and Left — both considered a violent 
threat to the holding of the summit — 
that her regional partners at least were 
behind her in her attempts to secure her 
government. 

Aquino. was obviously delighted by 
Lee’s noparin blunt reference to 
the real reason why all the leaders of 
non-communist Southeast Asia decided 
it was time to throw caution to the wind 
and come to Manila. “I thank the lead- 
ers of Asean for this moving demonstra- 
tion of solidarity.” 


her dramatic elevation to power in 1986. 
She, in turn, looks up to him as an avun- 
cular, stalwart friend. 

Nevertheless, this did not deter In- 
donesia from insisting on sending more 
than 100 of its own security men, five 
small warships and three helicopters to 
secure Suharto during the meeting, de- 
spite the fact that Manila already had 
3,000 troops, naval craft and helicopters 
in place to secure the Manila bayside 
area where the summit took place. 
Other Asean countries had similar, 
though less grandiose, security arrange- 
ments, the least being that of Thailand 
which had only a dozen commandos to 
protect Prime Minister Prem Tin- 
sulanond. 

In a way, while the presence of the 


Stop-go train of peace: page 10 


ment dwelt on in their public 
remarks. 

The final Manila Declara- 
tion, while unexceptional in 
content, addressed a few of 
Asean’s pet political and sec- 
urity concerns. The issues had 
already been spelt out to the 
“oe yg heads by their 
oreign ministers, along with 
the economic proposals, 
which explained the brevity of 
the meeting. At face value, 
the declaration was hardly ex- 
citing reading. 

It said Asean would con- 
tinue to intensify its efforts to 
find a political solution to the 
problem in Cambodia, where 
the Hanoi-backed government 
is battling a UN-recognised 
Khmer resistance coalition, 
and called for positive steps by 
Vietnam to meet Asean’s ef- 
forts. It said Asean would also intensify 
its efforts towards an early realisation of 
a zone of peace, freedom and neutrality 
(Zopfan) in the region, as well as a nu- 
clear-weapons free zone (NWFZ). 


O} Cambodia, the Asean countries 
had been taken as much aback as 
other external parties by Khmer resis- 
tance leader Prince Norodom Sihanouk’s 
unilateral decision to hold talks with Hun 
Sen, prime minister of the Phnom Penh 
regime, in France in early December. 

ile no Asean official could give any- 
thing more than an inspired guess when 
asked why Sihanouk had first aban- 
doned and then reverted to plans for 
further talks with Hun Sen, the Manila 
Declaration reflected a wait-and-see at- 
titude among Asean countries. 

The declaration’s clauses on Zopfan 
and the NWFZ reflected a concern, 
mainly by Indonesia, to push further 
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ahead with which cannot be 
os eee agp because of the continuing 
fighting in Cambodia and the military 
presence of the US and the Soviet 
Union in the region. With Zopfan foun- 
dering on the Indochina situation for 
the moment, the NWFZ concept, which 
was first introduced by Indonesia at an 
Asean foreign ministers’ meeting in 
1984, has the more immediate prosi 

of garnering support. If successful, it 
would call for the signing of a treaty by 
all Southeast Asian countries, including 
Indochina and Burma, saying that their 
territory would not be used for the stor- 
age of nuclear weapons, with a sub- 
it gy endorsement of the pact by the 
US and the Soviet Union. 

It would not ban port calls by nu- 
clear-armed ships of the two superpow- 
ers. Such a treaty, which the Indonesian 
Foreign Ministry is pushing despite 
some serious reservations by military 

, leaders, could exist — despite the appa- 
rent contradiction — even with US 
military bases remaining in the Philip- 

ines and Soviet bases 
in Vietnam. The gen- 
eral view in the region 
is that the US would not 
risk storing nuclear 
weapons in as volatile a 
country as the Philip- 
pines, and nobody has 
any reason to believe 
that Moscow stores 
such weapons at Cam 
Ranh Bay. But the sum- 
mit apparently decided 
to stay one step awa 
from such a treaty until 
there are more positive 
signs of nuclear disar- 
mament worldwide. 

The Philippines’ 
longstanding claim to 
the East Malaysian 
state of Sabah also 
failed to raise its head 
at the summit because 
the Philippine Con- 
gress had not yet agreed on legislation 
to drop the claim — despite an urgent 
message from Aquino to do so. In an ef- 
fort to “bend over backwards” to recog- 
nise Aquino’s efforts, Kuala Lumpur 
had signalled its willingness to sign a 
treaty of amity and cooperation and a 
border-patrol agreement with Manila if 
the claim was scrapped in time for the 
summit. According to Malaysian sources, 
Malaysian Prime Minister Datuk Seri 
Mahathir Mohamad was also prepared 
to stay on in Manila for one more day as 
a symbolic state visit if this had hap- 
pened. 

Conference sources said Mahathir 
told Aquino the claim was like a “fish 
bone in my throat.” But he also told 
Aquino he appreciated her efforts in 
line with the mood of a meeting which 
turned out to be a “be-nice-to-Cory” ex- 
travaganza, even if it lacked regional 
political thrust. 
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Full of good intentions 


Slow progress on economic cooperation 











By James Clad in Manila 
Tix Asean summit predictably en- 
dorsed long-discussed steps to take 
the six-nation grouping towards sub- 
stantive economic collaboration 
(REVIEW, 3 Dec.). Predictably also, the 
measures avoided dramatic moves to- 
wards such exotica as a hybrid customs 
union or free-trade zone; instead the 
dominant word in the summit’s con- 
gratulatory speeches was “realism.” 
The four agreements, signed on 15 
December, aim to: 
>» Harmonise guarantees for intra- 
Asean investment. 
> Put half of intra-Asean trade under 
the existing Asean preferential tariff ar- 
rangements (PTA) after five years. 
e nd and make more attractive an 
existing margin-of-preference (MoP) 




















































should also allow more industrial goods 
to qualify for inclusion in the PTA. 
> A minimum MoP of 25% for PTA- 
status goods to encourage the culling of 
py Senge on tn k l, the 
part is key protocol, 
other agreements banais eliminate 
ambiguity in intra-Asean investment 
rules, both in general and in the specific 
area of Asean industrial joint ventures 
(AIJVs). One of the accords, which 
tematises the attempt to dismantle non- 
tariff barriers to intra-Asean trade, 
turns on an immediate undertaking by 
the six members not to “introduce new 
or additional non-tariff measures which 
would impede intra-Asean trade” — the 
so-called “standstill” provision. The ac- 
cord also commits the Six to “phase out 
or eliminate non-tariff measures” — the 
“rollback” option. 

Trade officials said, however, that 
this memorandum does little more than 
affirm promises by Asean in interna- 
tional negotiations elsewhere, notably 
at the last multilateral trade negotiation 
talks in Uruguay. A close examination 
shows plenty of loopholes. The 
memorandum enables any of the Six to 
beg off the standstill or rollback prom- 
ises; one clause allows suspension of 
commitments if imports are likely to 
cause actual or potential “serious injury 


-| to sectors producing like or similar pro- 














scheme for industrial joint ventures. 
» Freeze and gradually reduce non- 
tariff barriers to intra-Asean trade. 

The move to bring 50% of intra- 
Asean trade within the PTA system 
seems the most ambitious one. The 
other three measures, while they also 
break new ground, are less important. 

Until now the PTA has allowed nar- 
row MoP for an insignificant number of 
traded goods in intra~-Asean commerce. 
If implemented in full, the new protocol 
on tariffs will achieve: 
> The cutting over the next five years of 
the now-large PTA exclusion lists to just 
10% of the number of traded items. 
> Limiting exemptions from the PTA 
list to “not more than 50% of the value” 
of that trade in five years’ time (because 
much of the still small intra-Asean trade 
flow is concentrated in a few items). 
> The revision of “rules of origin,” 
which measure local content; which 
























ducts.” 

The rollback provisions offer no 
timetable for the reductions. Rollback 
talks have been conducted under the 
aegis of Asean’s Trade Preferences 
Negotiating Group; the memorandum 
simply continues that process. How- 
ever, it does broaden that panel's 
negotiating approach. 

The crux of the agreement aimed at 
quickening the flow of private invest- 
ment and technology in the region, lies in 
the provision giving investors fair and 
equitable treatment that “shall be no 
less favourable than that granted to in- 
vestors” having most-favoured nation 
status. Taxation matters are specifically 
excluded, however; the agreement 
takes effect only after being ratified by 
all six Asean members. 


E kr last major agreement signed on 
15 December was that on joint ven- 
tures, which will create a pre-approved 
list of AIJV projects receiving tariff pre- 
ferences that will rise from 75% to 90%. 
The agreement also will give AIJV pro- 
ducts specific protection against 
dumping practices. Non-Asean AIJV 
partners will now be able to hold 60% of 
the equity. Given the few AIJVs now 
operating, even these improvements 
are not expected to make a dramatic dif- 

















“= 
' 


se a 


bee 


i ie i Re 















multilateral mechanism like the [EC’s] |. billion deve 
be their willingness to keept Brussels Commission to make re- with the new. 
e-year timetable for boos o gulatory decisions?” asked a Singa- | arrival: in. Mani i 
the MoP for items traded inside the | porean. : “heads of government, Prime Minister 
PTA system. If the process ~ Some officials said real efforts to | Noboru Takeshita was to take part in 
isk start, and if the numbe mpor- | flesh out and implement the summit de- | talks on 15-16 December, but the de- 
ant traded items on the PTA list: cisions, which alone have taken one- | tails of the plan, “the Japa 
grows at the same time, the signs will be | and-a-half years to negotiate, will have | say is. not restric 
auspicious. Annual meetings by Asean | to go beyond the cumbersome, public/ | joint ventures, wil 
conomic ministers will review progress. private sector mix of committees used | emerge. 





























Phnom Penh regime would reap fror 
meeting while he agreed to it, he has 
since reacted strongly to press reports 
that have suggested the meeting was a 
victory for Hun Sen, sources said. 
ee eee Sihanouk appears to be particularly 
By Nayan Chanda in Washington ; stung by criticism that a Pietnames * 
isplaying a temper tantrum and the Sihanouk “to conduct his own prop- | troop withdrawal did not figure in the. 
A sort of tactical flip-flop for which he | aganda and to bring France and the in- | communique. He blamed Hun Sen for 
is noted, Cambodian resistance leader | ternational community to give de facto | refusing to mention Vietnamese with- 
rince Norodom Sihanouk, within five | recognition to the illegal regime | drawal in the communique and. said it 
days of signing a joint communique with | of Phnom Penh, valet of Hanoi and | “does not bode well for the future of our 
Phnom. Penh Premier Hun: Sen Moscow.” ager’ and country.” H 
edging to hold further talks, first can- Sources said one immediate cause iplomatic sources said there was no 
celled the meetings and then four days | for the volte face appeared to be a letter | indication at all that China or the 
later reinstituted them. Even hardened | that Hun Sen had written to “seven wise | Khmer Rouge had put any pressure on 
Sihanouk-watchers were puzzled by his | men” — exiled former Sihanouk asso- | the prince. On the. contrary, itis. 
erratic behaviour and expressed con- | ciates and Cambodian notables — who Sihanouk who has stepped up pressure 
cern about the damage he had done to | had earlier called for the meeting bet- | on them to compromise. Lest there be = 
his credibility. ween Sihanouk and Hun Sen. In the let- | any doubt that he was notreturning tothe — 
- Well-informed sources in Paris told | ter, Hun Sen is reported to have men- Chinese~Khmer Rouge strategy of long- 
the Review that his first action in can- tioned he and Sihanouk had called on | term pressure, he coupled his attack on 
celling the talks was triggered by a feel- | other Cambodian parties to join the | Hun Sen with a notice of continued dis- 
ing that he had been used by the Viet- | talks. Sihanouk reportedly took offence | agreement with his coalition partners. 
namese and Cambodian Heng Samrin | at Hun Sen “trying to put himself on an Ina declaration to the coalition on 10 — 
regime and also by a desire to put pres- equal footing.” Although Sihanouk was December, he said he would extend his. 
e on both Hanoi and Peking. How- | fully aware of the advantages that the | leave of absence as president indefi- 
ever, having seen the generally nitely if the partners did not agree to. 
negative reaction to his move, even r ERAS | change the name of the country to 
from Asean, Sihanouk announced A pny simply “Cambodia” and revert to 
14 December that he had decided 7 a the. pre-1970 flag and national 
‘to resume his dialogue with Hun Ee g ` ; anthem, as well as stopping all 
human-rights violations. The 


| Khmer Rouge have so far rejected » 
such demands. ey 
~ Sihanouk, aware of the pivotal’ 
position he enjoys in the search fora, 
settlement, seems ready to press on. 
Despite his strong words against — 
Hun Sen, Sihanouk has not closed 
the door. Now with Asean express- 
ing disappointment at Sihanouk’s 9 
December decision, he has quickly 
previous Nite. og vok . | returned to the talking mode. Say- 
jin which | XQ) WE ye ing that he is “surprised and sad- 
f i i : SFO den by the Asean reaction to his 
ide meeting Hun Sen, Sihanouk 
-declared himself ready to: resume 
the dialogue at a hotel in the Paris 
suburb of. St. Germain-en-Laye. 
Whether that meeting takes place or 
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This is one perspective a lot of 
people have on our helicopter business. 

Last year, Aerospatiale helicopters 
were used in more than 4,000 rescue 
missions — from Tokyo's Ginza to the 
oil fields of the Arabian Gulf. 

Not surprising, when you consider 
that we're the world’s leading 
helicopter exporter. 

From our perspective, the key to 
global success is partnership. 

In North America, for example, 





We Pick Up And 
Deliver Anywhe 
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where we build the Dolphin helicopter 
for the U.S. Coast Guard 

Or with partners in many other 
countries around the world. 

To us, cooperative ventures are a 
way of doing business that improves the 
quality of life for us all. 

We've already poreo partnerships can 


work on programs like Airbus and Ariane. 


-Now we're showing we can make 
them fly pretty much anywhere — just like 
our helicopters. 
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.- The very place from which the Nasca Indians envisioned 
the perfect patterns they carved on the desert's face, is the 
same source from which ideas spring at Epson, The mind's 
eye. Here Epson's highly trained engineers transform 
imaginative ideas into today's and tomorrow’s innovations. 
“We were. the first to develop a printer small and fast 
enough.to work in a calculator. Expanding on our precision 
technology, we developed the highest quality and 
performance printers for PCs: establishing Epson as the 
world's leading printer manufacturer. 

Believing in what's presumed impossible creates. a basic 
unrest at Epson. One which impels us to create startlingly 
innovative producis. Like a flat-screen, hand-held, high- 
resolution LCD TV; human-engineered ultra-friendly. |BM® 

2 compatible computers, and a desk-top performance 
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Landscape of the mind 









computer small enough to fit into a briefcase. Just by looking 
beyond what is, to what might be. 

And our imaginative spirit is never lost on earthly features like 
cost, performance and easy operation. 

Just like the Nasca Indians, we think 
the best place to view things is. from 
above; here, on the landscape of the 
mind, where the 
imagination 
takes flight. 


IBM is. a registered trademark of 
international Business Machines Corporation. 


EPSON. Where anything is possible. 
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PHILIPPINES 


Grabbing ‘Gringo’ 


Marines capture fugitive leader of army rebellion 


By James Clad in Manila 


or three months until his arrest on 

9 December, Col Gregorio Honasan 
lived a tolerable existence — under the 
circumstances. Despite his having led a 
28 August mutiny against Philippine 
President Corazon Aquino’s govern- 
ment, various powerfully placed people 
helped the 39-year-old army officer re- 
main at large and for much of the time 
he lived in Manila, travelling the streets 
on a motorcycle. 

But the limits to this protection were 
reached just five days before the Asean 
heads of government convened in Man- 
ila on 13 December. About 40 marines 
taking orders from National Capital Re- 
gion commander Brig.-Gen. Ramon 








TERRORISM 


Homing in on the wreckage 


Suspected North Korean agent extradited 


By John McBeth in Seoul 


T he cttradition of a suspected female terrorist from Ba- 
hrain to Seoul and the discovery of aircraft 





Montano, surrounded a flat in an east- 


ern suburb of the capital. According to | 


one source, the soldiers first reported 
that Honasan was not inside, but went 
in to have a second look after a sharp 
order from Montano. This time they 
found the officer. The next day, he was 
taken to a naval ship anchored in Manila 
Bay. 

Honasan has been a close associate 
of former defence minister Juan Ponce 
Enrile in recent years. As a member of 
the Reform the Armed Forces Move- 
ment, Honasan also helped Enrile to 
engineer a more widely acclaimed milit- 
ary mutiny 18 months before the events 
in August when, in February 1986 they 











Started a revolt evicting former presi- 
dent Ferdinand Marcos. After Hon- 
asan’s arrest speculation immediately 
turned to Enrile, now a Philippine 
senator, who promptly offered legal 
help to the captured officer. The subur- 
ban house in which Honasan was de- 
tained reportedly belongs to Juan Guil- 
lermo Hernandez, a man Enrile de- 
scribed as “one of my assistants . . . 
while I was defence minister.” 

Aquino promptly praised Montano 
and Armed Forces of the Philippines 
(AFP) chief of staff Gen. Fidel Ramos 
for the arrest. “I really am overjoyed by 
the capture,” she said. The president 
also noted that Honasan’s detention 
meant one less security problem for the 
Asean summit. Ramos was also effu- 
sive, calling the arrest a “big day for the 
armed forces.” 

Despite talk in the local press about 
sss A Ramos by 13 December still 
insisted that Honasan would face legal 
charges for the mutiny, in which at least 
53 soldiers and civilians were killed. It 
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sonal possessions of the couple, who left the flight in Dubai, 
bore traces of 3 

Both South Korean and J authorities say cir- 


in the 


Democratic Justice 


cumstantial evidence points to North Korean involvement 
bombing 


candidate Roh Tae Woo 


floating in the Andaman Sea near Burma have given im- 
poraya Sa eau brvostijatisn into the 
ance 


has stressed na issues. 
who she Sea he China’ Heilongjiang pro- 

ze says was s 
Vanes, Which alaka Neve Moa tee ee ee 
she heard she was to be flown to Seoul. South Korean inter- 


rogators have a reputation for no-nonsense t es. 

Experienced accident iny: tors will have 
little in deciding the was 
bombed. E e experts i have been able to 
determine the type and size bombs which have destroyed 
jetliners with as little evidence as a cushion 


single a 
It is unclear to what extent the South Korean Government 
will want to involve J 


apanese and international in 
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alone are unlikely to carry enough weight internationally. 
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remained unclear, however, whether 
these charges would be brought in a civil 
or military court. The penal codes in 
either jurisdiction prescribe stiff punish- 
ments for rebellion and mutiny, but few 
observers pipetted the government to 
apply the full rigour of the law to Hon- 
asan 


The reason for this was clear. AFP 
sources told the REVIEW that negotia- 
tions between Honasan and officers 
loyal to Ramos had been under way for 
many weeks prior to the arrest. The 
military insisted on treating him as 
strictly an in-house problem and that is 
still the case, despite his arrest. Al- 
though he failed to meet a 30 November 
deadline to surrender or face expulsion 
from the military, the AFP said Hon- 
asan remained an active officer, subject 
to court martial. 


AF sources also suggested that Aqui- 
no’s aides had little choice but to 
watch impotently — despite the specta- 
cle of Honasan giving press briefings 
while eluding security forces with ease 
— and wait for talks among brother of- 
ficers to reach a point where face could 
be saved. The “now-you-see-him, now- 
you-don’t” nature of the quest for Hon- 
asan became so blatant that Aquino at 
one point even asked the media, only 
half-jokingly, to help her track down 
“Gringo,” Honasan’s widely used 
nickname. 

But physically locating Honasan was 
not really at issue. Sources in the mili- 
tary suggested that the raid in which 
Honasan was captured did not amount 
to a chance encounter as the location 
was well known. The sources said Hon- 
asan was also well aware that Montano 
knew of his whereabouts, but that he 
had expected more talk and not an ar- 
rest order. 

The nub of the talks had been to find 
a formula which would allow him, and 
his backers, to accept Aquino’s and 
Ramos’ authority. AFP sources said 
however, that Honasan, as well as other 
officers reported as surrendering in the 
weeks preceding his arrest, remained 

rivately unrepentant. The arrest re- 

ected the impasse reached on this basic 
issue, as well as government impatience 
over specific face-saving demands, 
these sources added. 

Other officers linked to the 28 Au- 
gust mutiny remain at large, but the ar- 
rest of Honasan has removed a key sym- 
bol of military rebelliousness. And ac- 
tion by Aquino to address some of 
the underlying problems feeding the 
mutiny has also helped erode the dis- 
content. But the factions dividing the 
AFP remain, with jealousies over pro- 
motion, lingering resentment of Aquino’s 
authority and a taste for more direct 
political meddling still largely intact. 

Given the slow but steady politicisa- 
tion of the armed forces, it will take 
more than Honasan’s capture to elimi- 
nate the risk of another mutiny. 
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Critics of the crown 


Anti-monarchy leaflets provoke strong government response 


By Paisal Sricharatchanya in Bangkok 
a fe government has moved to act 
against what appears to be a series of 
organised underground campaigns to 
discredit members of Thailand’s royal 
family. Before leaving Bangkok to at- 
tend the Asean summit in Manila in 
mid-December, Prime Minister Prem 
Tinsulanond is understood to have is- 
sued strict instructions to the police to 
make every effort to arrest and prose- 
cute those behind an assortment of anti- 
monarchy leaflets which have been cir- 
culating in Bangkok and upcountry pro- 
vinces in recent weeks. 

Understood to be in circulation since 
the end of November, the leaflets are 
considered damaging to Crown Prince 
Maha Vajiralongkorn. But what sur- 
prised Thai and foreign diplomatic ob- 
servers was a subsequent batch, be- 
lieved to be in limited circulation, which 
purportedly criticised the monarchy and 
the widely revered King Bhumibol 
Adulyadej. Security analysts believe 
the two batches originated from differ- 
ent sources. 

Believed to have been timed to coin- 
cide with the massive nationwide cele- 
brations riggs the king’s 
60th birthday (REVIEW, 10 Dec.), the 
anti-monarchy leaflets in particular 
prompted strong resentment here, in 
view of the deep respect and reverence 
the Thais have for the king. 

The initial official response was 
unprecedented. Interrupting normal 

programmes on the evening of 8 
December, a strongly worded state- 
niont OY the three armed services and 
national police blamed the leaflets on “a 

oup of enemies of the nation belong- 
ing to a movement bent on undermining 
the monarchy.” It pledged that all mea- 
sures would be taken to stop and de- 
stroy the movement in a “decisive and 
most severe manner.” 

Army commander and ean el 
reme commander Gen. Chaovalit Yong- 
chaiyut said the armed forces ori- 
ginally intended to issue the warning 
several days earlier, but did not want to 
mar the atmosphere during the king’s 
birthday celebrations. He said the au- 
thorities already had some clues and 
promised tough action those behind the 
smear campaign. 

Public criticism of the royal family is 
a criminal offence under Thai laws, and 
carries penalties ranging from three 
to 15 years’ imprisonment. Anant 
Senakhan, a former police major who 
was also a political activist, sought and 
was granted a royal pardon last month 
after serving nearly five of a six-year 
lese majeste sentence. Two other peo- 


ple are now serving jail terms for the 
same offence while Veera Musikapong, 
former Democrat Party secretary-gen- 
eral and former deputy interior minis- 
ter, is appealing against a conviction in 
the Supreme Court. 

Given reports that some of the leaf- 
lets were blatantly distributed at busy 
Bangkok junctions as well as govern- 
ment and business premises, doubts 
were cast on the efficiency of the met- 
ropolitan police. There has been no 
confirmed arrest to date. 

While most of the literature was be- 
lieved to have originated locally, Thai „ 
and Western intelligence sources told 
the REVIEW that the limited batch that 
was critical of the monarchy was mailed 
here from West Germany, a few other 
West European cities and Los Angeles. 
The recipients included a number of 





liticians who received the document 
in their pigeonholes at parliament. 


According to Thai sources, one of 
the investigation leads is focused on a 
former member of the outlawed Com- 
munist Party of Thailand Ei , who 
later defected and is currently in Europe 
studying under a scholarship. Said to 
have been a student leader at the time of 
the October 1973 student-led uprising 
which toppled the then military dic- 
tatorship, this person is suspected of 
collaborating with anti-monarchist Thai 
elements in Scandinavian countries. 

Security agencies are also probing 
separate reports that some elements be- 
hind the various campaigns may be con- 
nected with the pro-Soviet Pak Mai 
(New Party, a breakaway faction of the 
CPT) which is known to have been 
quietly active in recent years in trying 
to erode the Thai public’s faith in the 
monarchy. Oo 
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Full steam ahead for Bank Leu Zurich 


— 


np tn a Ning Vist eA 


Set all sail for Bank Leu Hong Kong. 


Bank Leu was founded over 
230 years ago. The then Zurich 
Finance Minister, Johann Jakob 
Leu, gave it his name. It was 
the right place. Serving the 
right people. People single- 
mindedly in search of success, 
who wanted to put their money 
to work through able special- 
ists. It was the beginning, in 
Europe's most secure and 
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stable country, of Bank Leu’s 
reputation for excellence in pri- 
vate banking. Now, once again 
Bank Leu has chosen the right 
place - 1705 Two Exchange 
Square in Hong Kong. Serving 


the right people - in the Pacific 
area. To learn about the pos- 
sible developments of your 
assets, please contact our 
Senior Representative for the 
Far East, Hans H. Spörri. 


Bank Leu Ta T Hi tR iR 77 








Bank Leu Ltd 

1705 Two Exchange Square 
8 Connaught Place 

Hong. Kong 

Telephone 810 7313 


Head office: 
Bahnhofstrasse 32 
PO. Box 
CH-8022 Zurich 
Telephone 219 1111 
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Nuclear ambitions 


Soviet submarine deal comes to surface 


By Rita Manchanda in New Delhi 


he Indian Navy is preparing to 

receive its first nuclear-powered 
submarine from the Soviet Union. The 
submarine — rechristened INS Chakra, 
which has nuclear propulsion but is not 
armed with nuclear weapons — was to 
have arrived at the east Indian port of 
Vishakhapatnam on 19 November, but 
New Delhi was informed that a “techni- 
cal” hitch had developed causing a delay 
in the vessel sailing from the Soviet 
naval base of Vladivostok. 

Naval circles believe the hitch to be 
less technical than diplomatic. Probably 
Moscow considered it ill advised to stir 
up a controversy before the recent US- 
Soviet summit in Washington, which 
concentrated on arms reduction and nu- 
clear non-proliferation. The Interna- 
tional Atomic Energy Agency guide- 
lines formulated in 
the nuclear Non-Proliferation Treaty 
(NPT) specifically provide 
for fissile material to be re- 
moved from the safeguards 
regime if it is to be used for 
propulsion purposes. With 
the successful conclusion 
of the summit, India 
thinks it is only a matter of 
time before the submarine 
is inducted into its fleet. 

Although not forbid- 
den by the NPT regime, 
the transfer of INS Chakra 
to India at once compli- 
cates the superpowers’ as- 
sertion that the use of nu- 
clear energy should be for 
peaceful purposes only. It 
will also be an important 
agrees for countries 

ike Canada, Argentina 

and Brazil which have been most keen 
about inducting nuclear-powered sub- 
marines into their navies. 

Moreover, it is believed that Soviet 
willingness to transfer a nuclear-pow- 
ered submarine to India is part of a 
wider understanding on cooperation in 
the field of nuclear energy, which in- 
cludes India’s purchase of two 400-mW 
enriched-uranium light-water reactors. 
After the radiation disaster at the Cher- 
nobyl plant, Soviet nuclear-energy tech- 
nol has come under some heavy 
criticism internationally. 

For its part, India has increasingly 
opted for the plutonium-based route to 
power generation. There have also been 
reports that Moscow has a surplus of en- 
riched-uranium reactors which it is try- 
ing to palm off abroad. Despite the 
heated nuclear debate in India and the 
adverse reaction to the Soviet proposal, 


Mi, 


the wake of 


it is significant that the Soviet Prime 
Minister, Nikolay Ryzkov, during a visit 
to New Delhi last month, asserted that a 
bilateral agreement on the light-water 
reactors would soon be finalised. 

Indian Defence Minister K. C. Pant 
also gt brah to be quite confident 
about the agreement on the nuclear- 
powered submarine going through. In 
sharp contrast to the non-committal 
statements made in November by the 
Indian Navy's chief, Adm. R. H. Tahi- 
liani, Pant said on 5 December that “ef- 
forts to acquire nuclear-powered sub- 
marines from the Soviets were part of an 
ongoing programme of modernisation 
of our forces.” This is the most defini- 


tive statement on record about the sup- 
ply of'Soviet submarines by an Indian 
official. 

Indian intentions of acquiring nu- 
clear-powered vessels have been a mat- 





ter of intense speculation ever since the 
then defence minister R. Venkatara- 
man — now the country’s president — 
told parliament in 1984 that he was “not 
ruling out nuclear propulsion.” 


Aw to a 1986 report by the 
Stockholm International Peace Re- 
search Institute, Moscow in April 1985 
offered “arms-production technology 
including that for building nuclear- 
ath aap submarines” to the visiting 
ndian defence minister, P. V. Nara- 
simha Rao. Naval experts were at that 
time openly sceptical about Soviet wil- 
lingness to cooperate in the nuclear 
field, notwithstanding the inducement 
involving the purchase of the two 440- 
mW reactors. However, periodic re- 
ports of Indian personnel being trained 
on Soviet nuclear-powered submarines 
kept the speculation alive. 
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Even before attention had been fo- 
cused on the supply of Soviet vessels, 
India had long been busy trying to build 
its own nuclear-propelled submarine. A 
top-secret project for an advanced tech- 
nology vehicle (ATV) had been initiat- 
ed in 1970, when P. N. Haksar, at that 
time the powerful principal secretary to 
the prime minister, informed the De- 
partment of Atomic Energy and other 
relevant departments that a decision 
had been taken at the highest level to 
develop an indigenously designed nu- 
clear-propulsion system. 

The Bombay-based Bhaba Atomic 
Research Centre (BARC), the coun- 
try’s premier research facility, was en- 
trusted with the task of developing a 40- 
50-mW reactor for a vessel that could be 
taken out to sea. The project became 
entangled in one snag after another and 
finally, when blueprints of an experi- 
mental reactor leaked out, cries of 
sabotage were raised. 

In 1984 the sluggish ATV project 
was revived and reorganised as M. N. 
Roy, a retired admiral, was made its 
director-general. Central authorities 
began exercising firm control on BARC 
and Mazagaon ks where the plan- 
ned submarine’s hull was being de- 
signed, as well as on 
Bharat Heavy Electricals, 
which was also involved in 
the research. A more vig- 
orous thrust to the Indian 
effort was expected, espe- 
cially as the ATV project 
coincided with the then 
defence minister Venka- 
taraman’s statement in par- 
liament. Moreover, Roy 
was also known to be 

icularly close to Ven- 
ataraman. 

However, the ATV 
project failed to make 
much headway and New 
n Samet Pie noe. 
or help. Two high-pow- 
ered Indian delegations 
went to the Soviet Union 
this year, including one headed by Roy, 
to work out details for the transfer of the 
design specifications of a Soviet nu- 
clear-powered submarine. BARC was 
still to be responsible for fabricating the 
reactor. However, the current status of 
this proposed agreement remains un- 
certain. Apparently, Indian defence sci- 
entists have realised that an indigen- 
ously conceived system, even with the 
aid of Soviet designs for the hull and 

J aerorsig could take at least a decade 
or fruition. As the operational planners 
in the Indian navy felt that the need for a 
nuclear-powered submarine was more 
immediate, New Delhi decided to ac- 
quire one from Moscow. 

Eventually, India plans to develop 
an indigenous nuclear-powered sub- 


marine — though based on the acquired 
Soviet model — to meet its own future 
operational requirements. a 
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~ Credit Suisse global asset management 
gives you the full benefit of our partnership 
with Credit Suisse First Boston. 


For your global asset management 
needs, you can count on Credit Suisse, 
the bank that’s at home around the world 
in global finance... the bank that’s uni- 
-versally renowned as a reliable invest- 
ment-partner... the bank that works with 
its customers as well as for them. 

It's this special attention, supported 
by our close ties to Credit Suisse First 
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ment specialists. 

As a professional, you need equally 
professional investment partners ... worid- 
wide. 
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Suisse, where global asset management 
has been our specialty since the begin- 
ning of the century. 
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nhagen Airport. A likely new favourite is our new oyster and champagne bar 





Pleasant bars and restaurants abound at Cope 
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When youre just plain tired, why not do the only sensible thing? Scanorama Lounge 


n twice its original size. 





Plenty of temptations line the Shopping Arcade. 


It is a bit odd, you must 
admit. 

Airports are noisy, 
busy places. Here, it’s 
nice and quiet. 

Airports sport cafeterias by the 
dozen. Here, you'll find champagne 
bars de chic, exclusive restaurants 
and gastronomic havens galore. 

Airports offer business travellers 
cramped areas they call lounges. Here, 
all business travellers (at least those 
flying SAS) have a veritable business 
service centre at their disposal (called 
Scanorama Lounge)—complete with 
offices. telephones, telex, conference 
facilities, easy chairs, newspapers, 
cocktail lounge and more, 

Airports coida care less if you 
have to wait a couple of hours for your 
connecting flight—or how you spend 
the extra time on your hands. Here, all 
scheduling is designed to minimize 
waits. Fore “xample when you arrive on 
the SAS Daylight Express, an entire 
armada takes off for a dozen odd cities 
in Europe within the hour. And when 
you've got a little spare time, there's 
our sauna or even sleeping cabins for 
your forty winks. 

\irports have a penchant for send- 
ing passengers on long expeditions 


just to change planes. Here, a com- 


puter makes sure connecting flights 
park close to each other. You only 
have to walk a few steps. 

Admittedly. Copenhagen Airport 
is an airport. Even though it has the 
uncharacteristic trait of being built 
for those it’s meant for. People. 

If you want to enter Europe the 
civilized way, we suggest you choose 
the airport that’s built for people. 


UI SAS 


SAS, BANGKOK 253-8333. HONG KONG 5.265978. KUALA LUMPUR 2426044 
JAKARTA 584110. MANILA 8100798. SINGAPORE 2251333. TAIPEI 7120138 
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‘An unholy alliance’ 


Protestant liberals accuse leaders of bowing to Peking 


By Emily Lau in Hongkong 


should speak out openly in support of 
democratic reform in the run-up to 
1997, when the British-administered 
territory is returned to Chinese sover- 

_eignty, or maintain a low political pro- 
file, thus avoiding a confrontation with 
Peking which would prefer that Hong- 
kong’s colonial-style government re- 
mains for the most part intact. 

Unlike Christian churches in the 
Philippines and South Korea, which 
have played an important role in those 
countries’ struggles for democracy, Pro- 
pepe churches in cpm ag rarely 
challenge government policy, ing 
instead to aain on the sidelines. But 
because of its organisational ability, the 
church has the potential to become a 
force for political change here, dispro- 

_portionate to its size. 

There are 240,000 Protestants in 
Hongkong, a little more than 4.2% of 
the 5.5 million population. The Protes- 
tant churches are divided into the main- 
line churches, which provide many so- 
cial services, and the smaller evangelical 
and independent churches, which are 
more concerned with their own 

The smaller churches are not split by 
the political-reform issue, but some in- 
dividual members have recently allied 

themselves with mainline liberals. 
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Church, the Church of Christ in China, 
the Methodist Church and the Lutheran 
Church. Sheng Kung Hui, because of its 
historical association with the Church of 
England, occupies an influential posi- 
tion among the Protestants. 

The church’s conservative leader- 
ship includes ig Sr Bishop Peter 
Kwong, Yung Kok-kwong of the 
Church of Christ in China, John Tse of 
the Evangelical Lutheran Church of 
Hongkong and Ko Siu-wah of the 
YWCA. All are office bearers in the in- 
| fluential Hong Kong Christian Council 
(HKCC), an umbrella organisation that 
concerns itself with religious, moral, so- 
cial and economic issues. 

The conservatives seldom espouse 
their political views in public but can be 
said to represent those members of their 
congregations who want to avoid con- 
frontation with Peking. None of the 
conservatives has spoken in favour of 
direct elections to the Legislative 
Council (Hongkong’s law-making 
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body) in 1988, as is currently under gov- 
ernment consideration. 

Kwong has stated that developments 
in Hongkong should “converge” with 
the Basic Law, a mini-constitution for 
Hongkong which will come into effect 
when the territory becomes a special ad- 
ministrative region (SAR) of China in 
mid-1997. Peking first used the term 
“converge” in reference to the dove- 
tailing of political reform here with the 
SAR mini-constitution. Yung said he 
believes in God and thinks Hongkong 
will always have a bright future. 

Leaders of the mainline Protestant 
churches’ liberal faction include pastors 
and church workers in 
their 30s and 40s. They 
comprise about 30 peo- 

who have recentl 
ormed the Chu 
Workers’ Association to 
discuss political, social 
and economic issues. 

The liberals openly 
support direct elections 
for fe oe and have 
declared their position 
on such other issues as 
the building of a nuclear 
power station just across 
the territory’s border 
na Wes at Daya 

ay, which they oppose, 
the 1 Public 
Order (Amendment) 
Ordinance, which im- 
poses restrictions on the 
media, which they also 


Although small in 
maien, the liberal 
p says it represents a segment 
of the Protestant church which wants to 
see a democratic and more open system 
FF epee established here before 
1997. Recently, the liberals have joined 
forces with activists in the evangelical 
and independent churches to push for 
democratic reform. 

Like many other people in Hong- 
kong, some Protestant clergy despair 
over the territory’s future after 1997 and 
have chosen to AE = ae The president 
of the Methodist Church of Hongkong, 
Lincoln Leung, predicts that few of 
today’s Protestant church leaders will 
be around in 1997, because of emigra- 
tion and retirement. 

Church liberals say polarisation 
among church members began in 1985 
after Kwong was appointed by Peking 
to the Basic Law Drafting Committee 
(BLDC) and the Basic Law Consulta- 
tive Committee (BLCC). The BLDC is 
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body established to collect and collate — 
blic opinion here on what Hong- — 
ong’s people want for the future. A: 
wong’s associates in the Basic Law | 
drafting process are said to include — 
Bank of East Asia chief manager David | 
Li, who is also a leading fi in the © 
Sheng Kung Hui, and chief justice-de- 
sgae Ti-liang Yang, who is a member > 
of St John’s Cathedral, the oldest Eng- 
lish-language Anglican church in Hong- 
kong. Li is a BLDC vice-chairman, and 
Yang was a BLCC vice-chairman until 
recently, when he had to step down i 
after being appointed Hongkong’s first — Ç 
Chinese chief justice. Yang was re- | 
placed by Ko of the YWCA, ; 
In December 1985, Kwong, Yang, Li R 
and Ko were involved in the controver- |- 
sial “election” of BLCC executive com- i 
mittee office bearers in which the candi- | 
dates were in fact hand-picked by three — 
BLDC vice-chairmen — Xu Jiatun, di- | — 
rector of the Hongkon, 
anch of China’s offi- | 
cial — news- 
agency, business tycoon 
Sir Yue-kong Pao and 
Li. Kwong peor the 
appointments by saying 
that an election does 
not mean names had 
to be marked on ballots |. 
(REVIEW, 19 Dec. "85). | — 
Soon after the inci- 
dent, more than 60 
Christians signed an 
open letter to the press 
criticising Kwong and 
"| asserting that he did not 
represent church views. 
Because the conser- 
vatives are so closely in- 
volved in the Basic Law 
drafting process, the lib- 
__| erals fear that their aspi- 
~ | rations for a democratic 
system of government | 
after 1997 may be stifled — 
by what is commonly called “an unhol 
liance” among the conservative ch 
leaders, business interests and the com- 
munists. Political observers say Pekin 
has neutralised the potential power 
the church by co-opting its leaders into 
the decison-making process. 
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onflict between conservative and 

liberal Protestant church members 
also exists within the HKCC. The HKCC 
is chaired by Ko, but real power lies in 
the hands of a triumvirate of HKCC exe- 
cutive committee members comprising 
om Tse and Yung. The Methodist 
Church’s Leung, a former HKCC chair- 
man, said the current executive commit- 
tee does not want to give the impression 
that the HKCC is a pressure group seek- 
ing confrontation with the authorities. — 
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HKCC gee secretary Kwok Nai- | 
wang, a liberal who belongs to the | — 
Church of Christ in China and supports | _ 
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direct elections, has criticised the execu- 
tive committee for exerting what he be- 
lieves to be too much control over 
HKCC staff. He said this has affected 
staff morale and prevented the HKCC 
from playing a more active political role 
during the transition to 1997. Kwok has 
come under tremendous pressure in the 
past year, church activists said. Kwok 
said he has decided to resign. 

In October, liberal activists on the 
HKCC’s public-policy committee were 
replaced, including veterans Dr L. K. 
Ding and Hans Lutz. The committee 
helped found a coalition opposing the 
Daya Bay nuclear-power station and a 
force pushing for direct elections. The 
conservatives also tried unsuccessfully 
to oust from the HKCC the outspoken 
and socially active Christian Industrial 
Committee, which speaks out for work- 
ers’ rights. 

Sheng Kung Hui liberal Alan Chan, 
who is also head of the Chinese Univer- 
sity’s theology division, used to repre- 
sent the Anglican Church on the HKCC 
executive committee but was replaced 
last year. Five years ago, the Anglican 
Church stopped sending students to his 

























Christ in China followed suit. 

Another Sheng Kung Hui clergy- 
man, Fung Chi-wood, who has been ac- 
tive in the democratic movement lag in 
the campaign against the Daya Bay 
on recently revealed that he has 

en under pressure to take a two-year 
deve d leave” in Britain. Fung said the 
church was trying to get him to leave 
Hongkong temporarily but he had re- 
fused to go. He said the church has be- 
come nervous about its members’ social 
and political activities and did not want 
members making critical comments 
against the Hongkong or Chinese gov- 
ernments. 

Kwong argues that the church should 
not be involved in politics. Instead, he 
said, it should nurture people to be 
more mature, thus enabling them to 
face any political situation. He said dis- 
sent is common within the Anglican 
communion in other places, but in 
Hongkong church members like “to 
wash their dirty linen in public.” 

lan Lam, a spokesman for the Angli- 
can diocese, said individual church 
members can speak freely on any topic 
but the church as an institution does not 
take a stand on political issues. He de- 
nied that the church had tried to sup- 
press dissenters, but insisted that Fung, 
as a member of the Anglican clergy, 
must get his bishop's approval before 
becoming involved in non-church ac- 
tivities. 

Fung, Kwok and Leung all spoke of 
“invisible pressures” within the church. 
Leung summed up the situation: “This 
is not yet 1997, but certain Hongkong 
people are already stipulating what can 
and cannot be done. In most cases, these 
are 


will 
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division, and last year the Church of 
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FOREIGN RELATIONS 


Turning a blind eye 
Proposed law to approve Pakistan aid sours US-India relations 


By Robert Manning in Washington 
n one bold stroke, the US Senate 
adopted a bill on 12 December that 
has cleared the way for approval of a 
US$4.02 billion, six-year aid program- 
me for Pakistan. 

The bill, if passed into law by both 
houses of the US Congress, would in ef- 
fect cut the link between US aid and re- 
strictions on Islamabad’s alleged nu- 
clear-weapons programme. At the same 
time, the move threatens US-India rela- 
tions by tying US hi-tech sales to India 
to the curtailment of New Delhi’s nu- 
clear programme. 

The p d legislation would pre- 
vent US aid or hi-tech sales to any coun- 
try which produces weapons-grade en- 
riched uranium (such as Pakistan) or 
separates plutonium (such as India) and 
which processes nuclear materials in un- 
safeguarded facilities. Neither country’s 
nuclear facilities are covered by interna- 
tional safeguards. 

The move has angered Indian offi- 
cials — including Prime Minister Rajiv 
Gandhi — as, for the first time, the bill 
would put the Indian and Pakistani nu- 
clear programmes on a par and the onus 
on India to prevent nuclear prolifera- 
tion in South Asia. Although India 
exploded a nuclear device in 1974, it has ` 
not pursued development of a nuclear 
capacity, whereas Pakistan appears in- 
tent to do so, a US official, commenting 
on India’s reaction, said. 

The Senate bill also would provide a 
six-year waiver of the 1977 Symington 
Amendment to the US Foreign Assist- 
ance Act, which requires aid to be cut to 
any country importing enrichment 
material: for a facility not subject to 
safeguards. 

Washington’s previous US$3.2 bil- 
lion aid programme for Pakistan, which 
expired this year, also contained a six- 


to any country which illegally exports 
from the US materials which would con- 
tribute to acquiring a nuclear capacity. 

The US willingness to turn a blind 
eye tọ Pakistani nuclear ambitions is a 
major victory for the Afghan lobby, 
which views US covert aid to anti-Soviet 
rebels in Afghanistan, via Pakistan, as 
more important than clamps on aid to 
dissuade Islamabad from going nuclear. 
Some analysts question whether the US 
can halt Islamabad’s nuclear quest and 
also argue that as Moscow is inching to- 
wards a withdrawal from Afghanistan, 
now is not the time to jeopardise aid to 
the mujahideen Afghan rebels. 

The bill introduces two major 
changes in US policy towards aid to 
South Asia. First, the president would 
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Gandhi: cold comfort. 





no longer be required to certify that 


year waiver. But the previous aid pack- | Pakistan is not acquiring nuclear 
age required the US president to pro- | weapons as a condition of aid. Sec- 
vide “reasonable assurances” to the | ondly, the bill states that no country in 


South Asia may receive US aid or buy 
sophisticated US technology unless the 
president determines that it is not pro- 
ducing weapons-grade material. 

The bill was designed to deflect po- 
tential criticism.of what US officials 
concede is a continuing Pakistani effort 
to acquire nuclear weapons by pointing 
to India’s capacity to produce such 
weapons. In addition, the bill would 
allow the president to waive the ban 
every six months if he certifies that 
another country in the region is pro- 
ducing weapons-grade uranium = or 
plutonium and that continuing the aid 
would be in the US national interest. 

The Senate bill differs from that 


congress that Pakistan was not develop- 
ing a nuclear capability. Earlier this 
ear, US officials said they could no 
nger provide such assurances. 
uspicions about Pakistani intent 
were again raised when Arshad Pervez, 
a Pakistani national, was arrested in 
July on charges of trying to export ille- 
pally from the US maraging steel and 
rylium to Pakistan. Both are used to 
make nuclear weapons. Pervez went on 
trial in Philadelphia on 7 December, 
and if President Reagan determines that 
Islamabad is involved, aid could be cut 
under the 1985 Solarz Amendment to 
the Foreign Assistance Act, which re- 
quires the administration to cut off aid 
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The Resourceful World 


_ Occidental Petroleum Corporation is pleased to join the Tokyo 


Stock Exchange, one of the world’s major financial centers. 
With 1986 sales of $15.3 billion, Occidental is the seventh- 
largest oil company and 19th-largest industrial concern in 
the United States. F 
A truly diversified international company, Oxy has opera- 
tions worldwide in oil and gas exploration and production, 
natural gas transmission, chemicals, agribusiness and coal.. 
When Dr. Armand Hammer became chairman and chief executive 
officer of Occidental in 1957, the small, struggling company had 
a net worth of $35,000. Today, with 50,000 employees and 
operations in 26 countries. the company’s net worth is approxi- 
mately $5.3 billion. 
Our subsidiaries are central to our success. 


Occidental Oil and Gas Corporation has worldwide oil reserves 
of 728 million barrels and natural gas reserves of 2.982 trillion 


- cubic feet. 


MidCon Corp. is a leader in natural gas transmission, operating 
17,000 miles of pipelines in the United States. 

Occidental Chemical 
of superphosphoric acid and potassium hydroxide and is the 
largest merchant marketer of chlor-alkali and polyvinyl chloride 
(PVC) resin in the United States, OxyChem is also the number- 
one U.S. manufacturer of chrome chemicals and the number- 
two producer of silicates. . 
Sumitomo Durez Co., Ltd., a Japanese company in which 
OxyChem has a minority interest, produces phenolic resins for 
the Asian market. 

IBP, inc. is the largest producer of fresh beef and pork products 
in the United States. i ; à 


IBP International, Inc. Asia in Tokyo acts as a sales representative 
for IBP meat products and byproducts—beef, pork, tallow and 
hides—in Japan, contributing approximately $350 million in 


annual sales. ; 


Island Creek Corporation is an important producer of both 
steam and metallurgical coal in the United States. In 1986, approxi- 
mately 500,000 tons of metallurgical coal were sold to the Japanese 
steel industry. In Shanxi Province, China, Island Creek also operates 
the world’s largest open-pit coal mine, which is expected to 
produce up to 15 million tons of coal a year. 


Daiwa Securities Co. Ltd. 


We would like to express our sincere congratulations to Occidental on the listing of its shares on 


Corporation is the world’s leading producer — 





We are honored to be wel- 
comeéd onto the Tokyo Stock 
Exchange. 
Occidental's old-fashioned 
approach to business, keeping 
our strategy on track, has 
paid off handsomely. We've 
identified those assets that 
fit our operations and those 
that do not, and we believe 
we have chosen wisely to keep 


only those that will render 


the most benefit to our stock- 
holders. In early 1987, Occi- 

dental made the largest offering 
of common shares ever under- 


_ taken by a natural resources 


company in the history of Wall 
Street, selling nearly 38 million 
shares of common stock. 

We are pleased to extend 
to the Japanese people an 
invitation to grow with us. 


D BSS E E meek, 


Dr. Armand Hammer 
Chairman and Chief 
Executive Officer 


; or Occidental Petroleum Corporation 4 


support for Occidental’s prosperous future. 


the Tokyo Stock Exchange. As the sponsoring securities company, we hope the listing 
will increase investors’ opportunities for investing in the Tokyo market, which is under 
accelerating internationalization. We would like to ask each party coneerned for continuous 
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We are grateful to all whose 
cooperation have made our 
joining the Tokyo Stock Ex- 
change a reality.. 

The key to Occidental’s 
success is maintaining the 
competitive edge in all our 
businesses. Our oil and gas 
productive and efficiently y 
produced in the world. In i > 
icals and agribusiness, the goal 
is to be a low-cost producer 
with high market share. We 
have achieved this in a num- 
ber of product segments. = 

` We look forward to cre- —— 
ating a new success story 
with the people of Japan. 


RR. Dana 


Dr. Ray R. Irani 
President and Chief 


Operating Officer . 
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which came from the House of Repre- 
sentatives. It would reduce aid by 30%, 
cutting US$100 million in economic aid 
and US$90 million in military credits, 
while the House version would retain 
the full US$665 million requested by 
Reagan. But the House version only 
calls for a one-year waiver of the 
Symington Amendment and would re- 
quire the president to report to congress 


every six months on Pakistan’s nuclear 
enrichment programme, while there is 
no provision in regard to India. The 


House-Senate differences will be ironed 
out in a joint conference committee ex- 
pected to meet before the Christmas re- 
cess. 

Regardless of the final language 
adopted by Congress, a US State De- 
partment official told the REVIEW that 
there are two certainties: Pakistan will 
get its aid and the practical effect of this 
legislation with regard to India is virtu- 
ally nil, as prohibitions would be 
waived. 

However, that is cold comfort to 
New Delhi. US officials say that India 
has objected strongly and that the US 


INDIA 


Administration will put vos 
Congress to amend the bill. State De- 
partment sources say they favour a re- 
gional approach to the nuclear prolifer- 
ation problem, but object to automatic 
strictures that curb the administration’s 
freedom of action. 

Besides a ible cut-off in US aid 
— valued at about US$50 million a year 
— the legislation would bar hi-tech sales 
and also require the US to vote against 
loans to India by multilateral develop- 
ment banks. 


Te congressional move seems set to 
sour recently improved US-India re- 
lations which followed Gandhi’s US 
visit in late October, seen by both Wash- 
ington and New Delhi as a watershed in 
their relations. For the past three years, 
the US has sought to enhance its ties 
with India to undercut Soviet influence 
through closer scientific, technological 
and military cooperation. But those ef- 
forts had become bogged down in dis- 
putes over technology transfer. The 
Gandhi visit broke the logjam, leading 
to the sale of two Cray XMP14 super- 


Gandhi strikes back 


The ruling party makes life difficult for a state regime 


By Salamat Ali in New Dethi 


Fo the past several months India’s 
ruling Congress party has been on 
the defensive in the face of the opposi- 
tion’s charges of corruption in govern- 
ment. Now it is the turn of Prime Minis- 
ter Rajiv Gandhi's followers to launch 
an offensive against some of the state 
governments controlled by the opposi- 
tion. The Congress has chosen Andhra 
Pradesh state, ruled by the Telugu 
Desam party, as its first target. 

Although the Congress’ campaign in 
Andhra Pradesh could turn out to be no 
more than a warning to the opposition 
to lay off, Telugu Desam fenders feel 
New Delhi is out to destabilise the state 
‘government. In early December the 

Ongress won a minor by-election to the 
district-level body of Guntur in the 
state. Although Guntur is a traditional 
bastion of the Congress, several central 
ministers had campaigned aggressively. 
On the Guntur hustings, Home Minis- 
ter Buta Singh raised the spectre of cen- 
tral intervention in the state and warned 
local officials of dismissals if they “mis- 
behaved” during the polls. 

New Delhi has put pressure on the 
state in other ways. During a recent visit 
to the state, Gandhi deliberately snub- 
bed Chief Minister N. T. Rama Rao by 
refusing to accept a memorandum from 
Rao on the severe drought situation in 


the state. The Reserve 
Bank of India, the coun- 
try’s central bank, has 
stopped all overdrafts to 
the state, apparently at the 
central leaders’ hest. 
Moreover, New Delhi has 
also held up approval for 
as many as 10 industrial 
projects, though the state 
has not sought any exter- 
nal financing. 

Telugu Desam consid- 
ers itself vulnerable also 
because of the strong ref- 
erences in Singh’s elec- 
tion speeches to charges of 
corruption and nepotism against Rao. 
Singh charged: “Your chief minister is 
standing in the dock before the High 
Court today. I am told he has two weeks 
to prove his innocence before the High 
Court concludes this man is a cheat. 
This election is an opportunity for the 
people to throw him out by electing the 
Congress candidate.” 

Singh’s broadside referred to three 
cases filed against Rao by a local Con- 
gress leader, D. Satyanarayana, in the 
Andhra Pradesh High Court, asking for 
Rao’s removal from office and imposi- 
tion of presidential rule in the state. 
Satyanarayana’s charges against Rao 





computers and a US$1 billion military 
cooperation deal to co-produce a new 
light combat aircraft. 

But Pakistan has continued to be a 
thorn in US-India relations. During the 
visit, Gandhi urged Reagan to take a 
tougher stand on Pakistan’s nuclear 
pr me. Now the goodwill gener- 
ated during Gandhi's visit has suddenly 
evaporated. Well-placed sources told 
the REVIEW that Gandhi was angry 
when told of the Senate action, express- 
ing doubts about the utility of his “Ame- 
rican connection.” An irate Indian offi- 
cial told the REVIEW that if enacted, the 
bill “makes it virtually im ible to 
continue the level of relationship we 
have been pursuing.” 

Indian sources say that regardless of 
the practical effect of the legislation, it 
raises doubts about the US as a reliable 
i i of hi-tech equipment, now 
valued at about US$1 billion a year. An 
Indian official said: “You can’t have- 
a military relationship subject to a 
six-month waiver. Our good friends 
the Soviets don’t do that sort of 


thing.” o 





relate to corruption, nepotism and eva- 
sion of taxes. The High Court has re- 
fused to intervene. In turn, Rao has ap- 

inted a judicial commission to look 
into all charges against himself as well as 
the Congress chief ministers who pre- 
ceded him. The Congress has sought to 
block the commission on grounds 
that it is headed by Rao’s 
former lawyer, a charge 


Rao has denied. 
5 Rao is also under 
_ | severe pressure from 


within his own party. Re- 
cently he had to dismiss his 
most senior cabinet col- 
league because the latter 
had become too vocifer- 
ous in complaining against 
Rao’s alleged nepotism. 
The Congress is also 
raising cries of nepotism 
against Deviu Lal, chief 
minister of Haryana state 
which is ruled by the Lok 
Dal party. Lal has int- 
ed his eldest son, Om Prakash, as party 
chief, anotherson, Pratap Singh, to head 
the state’s powerful small-scale indus- 
tries corporation, placed a third son, 
Ranjit Singh, in the state legislature and 
an estimated 150 other relatives in vari- 
ous positions of power and influence. 
In fact, most chief ministers in oppo- 
sition-ruled states are as vulnerable as 
their Congress counterparts to charges 
of corruption. While the position of 
Congress politicians is almost entirely 
dependent on New Delhi’s goodwill, 
opposition chief ministers have to put 
rH a united stand, lest they be ousted by 
andhi one by one. 
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Up to 15,000 bonus miles before 
April 30. | 
It's as easy as filling out the coupon 
below. Sign up „for Northwest's 
WORLDPERKS before December 
~ 31 and you'll automatically get 
5,000 miles. And if you take two 
trips before April 30 you'll get a 
5,000 mile -bonus*on top of the 
mileage for each flight. Then, 
you're well on your way to a free 
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economy class trip anywhere. in 
Asia. All you need is 20,000 miles. 
No one rewards you more than 
WORLDPERKS."so sign up now. 
You'll be miles ahead. 
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and program information. 
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Return coupon to: Northwest Airlines Regional Office: _ 
6th Floor, 12-12, Toranomon 5-chorie. 
Minato-ku, Tokyo 105, Japan ; 
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UT YOUR MONEY in the 
ragon is.a difficult ques- 
lis issue’s monthly fea- 

provide some answers. 
re difficult to keep your 
at least to preserve its pur- 

er), never mind investing it 





ear market. 





icly. Cash, they say uneas- 





se to the effect that one must keepa 
reful eye on the timing and the money. 
upply. Shifting onto the other foot, 
jir investments which have 
ormed equities. Works of art, 
porcelain, postage stamps. But then, of 
course, there’s the vital matter of good 
taste and/or sheer luck. What a contrast 
it all makes to the situation only a few 
short weeks ago, when every man and 
hi dop lus:a few weasels and foxes) 
were falling over themselves telling 
youhow: to double your money over- 
night. = 
< THE ‘current. crop of jokes about 
| suddenly impoverished yuppie brokers 
cO èll be extended to other trades 
and professions, some of whose prac- 
| titioners have been enjoying “telephone 
“pumber” fees and salaries over recent. 
-| years. Sportsmen, for example — an 













4 become big business. It is somehow al 
©] propriate that the game of tennis should 
today be dominated by two singularly 
charmless Czechs (cheques?) — Mar- 
tina Navratilova and Ivan Lendl. 

I had all the normal, blimpish reac- 
tions the other day when I read that in 
the course of two weeks, by dint of win- 
ning two tournaments in the US, Lendl 
had earned himself more than US$1.5 
million (no wonder he’s opting for 
American citizenship; money buys loy- 
alty these days). Ditto for my reaction 
on reading of the latest stupendous fee 
blackmailed from a Hollywood: studio 
by the raddled star of a third-rate TV 
soap opera (well, brown round the 
| edges at least). Ditto Yours Truly’s 

opinion about the values of their audi- 
ences, which. all-too-obviously enjoy 
gawking at the hideous lifestyles of the 
rich and famous, the jet-setters ‘and 
| other immensely boring and depressing 
‘twits who deserve Lendl — and Borg, 
‘and McEnroe, and Connors, and the 

< rest for that matter. 
(Parenthetically, when. pondering 
the impact on TV of the inexorable 
; pressure.to maximise markets and cap- 
-+-ture the lowest possible common de- 
nominator.in audience terms, I often 
wonder why those responsible for ad- 
vertising products which purport to be 
the. perfect acme of taste, quality, 
exclusivity, craftsmanship. « and, 





ironic word now that-most sports have - 


| 
arkets short, the experts 


| reflect dejectedly that. in hard times, 


‘ peas of Queensland and — incredi- 





of | We all have.” He was particularly bitter 


course, expensiveness choose to spon= |’ 


sor such tripey, vulgar programmes to 
promote their goods.) 

© WILL the impending recession bring | 
down not only the sky-high earnings of | 
the finance-world yuppies but also of 
the tennis Superbrats, the footballing 
thugs, the multi-married, self-styled ac- 
tresses and their grunting, monosyllabic 
gigolos, the posturing pop idols, TV- 
casters, talk-show hosts and the rest of 
the outlandishly overpaid? But then I 


people want to escape into fantasy 
lands. The Hollywood star system was 
built up in the 1920s and 1930s, financed 
by audiences of people who collected 
the dole and walked round the corner 
and into the unreal ‘worlds to be found 
inside their local cinemas. If the pattern 
is to repeat itself, perhaps the best in- 
vestment advice is to put your money 
into the modern-day equivalent. of 
Paramount, 20th Century Fox, Metro- 
Goldwyn-Meyer, United Artists or Dis- 
ney. Or any other corporate (and legal) 
feeders of fantasy. Perhaps Rupert 
Murdoch was even further ahead of the 
game than we thought. 
@ NEVERTHELESS, poetic justice is 
sometimes done. I was not unhappy re- 
cently to witness what I hope was the 
political demise of Sir Joh Bjelke-Peter- 
-sen who, until a very short time ago, was 


ly — a contender for national leader- 
ship of Oz. His passing was not easy; in- 
deed he kicked and screamed all the 
way. He always talked a good, hard- 
Right, muscular Christianity, but the 
smell of corruption and racketeering he 
left behind in his state was akin to the 
stink arising from the financial empires 
of the fundamentalist Christian sects in 
the US after their Messianic Bible- 
punching leaders had been unsur- | 
prisingly revealed as amoral sleaze- 
bags. 

Among my souvenirs I have kept a 
yellowing newspaper cutting giving an 
account of a 1985 speech made by | 
Bjelke-Petersen in which he heaped his 
wrath.on heathens, homosexuals and 
the land rights of Aborigines. The latter 
he summed up as the “Spirit of ‘the 
Goanna” (the-goanna is a sizeable, 
lizard-like reptile which figures large in 
Aboriginal art and myth). Pushing for 
Aboriginal land claims to sacred sites 
was on a par with pushing. homo- 
sexual causes: “No goannas, no gays,” 
Joh-boy proclaimed: it was “dead right” 
to link .the gays to the spirit of the 
goanna.. - 

-He characterised the Aborigines’ reli- 
gion as “heathen beliefs” (he omitted to 
mention that many Queensland 
Aborigines. are Roman Catholics or 
Lutherans, like -himself): “Of course. 
they've got some affinity with the land. 






















en ha the 
Aborigines: “This is a nation that hun- 
dreds of thousands have: 
for. It is not right to ṣi 
give you Ayers Roc 
said. His reference to the 
ter was not, it would see 
to the massacre of the Abor 
colonising Whites. p 
@ ANOTHER. character I 
tears for (and who also fought 
nail before he A 
Mahtar M'Bow, 
esco and the prime mo 
idea of setting up the N 
mation Order, a schem 
support of Moscow an 
































































è 
of Foreign Af- 
fairs, Pyongyang. ae 
© BACK to tennis, toillustrate thee 
barrassment this can cause a headlini 
writer on the Korea Herald: 


‘Becker, Lendl overcome 
„wind, serves at U.S. Open 


© PERHAPS the two tennis stars had 
been dining at a Korean restaurant in 
Seoul recently visited by John Wedge 
where the following items appeared on 
the menus ooo o Te : 
Hotch Potch Boiled Rice 
Certinellus Shiitate Cover Rice 
Dory Teuthis Bleereri Sausage 
Haliotis Gigan Tea Gruel 
© ANOTHER sort of Korean menu 
appears in Escort Seoula monthly guide 
for visitors. Recently listed among pe 
formances and other cultural even 
was: a 


[The 9th Children’s Scared 
| Choir Concert 










































































One presumes that the children were 
sacred rather than terrified. But that 
cultural shock was as nothing to the one 
suffered by Ian Rae who recently: at- 
tended a recital given in Macau by the 
baritone Max van Egmond, with who: 
the evening’s programme: featured an 
interview, under the title: e 


MAXVANEGMOND 
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By Nayan Chanda in Washington 
A' their summit meetings on 8-10 
December, US President Reagan 


and Soviet leader Mikhail Gorbachov 


made headway on finding a way to end 


the fighting in Afghanistan, though pro- 


eee in this area was overshadowed 
y their nuclear-arms agreement. The 


_ superpower leaders not only agreed to 


eliminate intermediate-range nuclear 


weapons — some targeted on Asia — 


| but also took the first steps towards 





| aged that Moscow, speaking 


negotiating a 50% reduction 
of long-range nuclear mis- 
siles. 

US officials are encour- 


at its most authoritative level, 
has indicated a willingness to 
withdraw its troops from Af- 
ghanistan over a period of 12 
months and has stated that it 
no longer links the pullout of 
its 115,000 trope to the for- 
mation in Kabul of a govern- 
ment of national reconcilia- 
tion. However, the an- 
nouncement of a troop-with- 
drawal date and a specific 
withdrawal timetable, Gor- 
bachov said at a Washington 
news conference at the end of 
the summit visit, would de- 
nd on a US commitment to 
alt military supplies to the 
country’s anti-Soviet mujahi- 


hina welcomes the US-Soviet INF 
treaty but views it only as a first step 
towards a more comprehensive nuclear- 
disarmament agreement, a Chinese 
Foreign Ministry spokesman said. 
Other official commentaries also 
stressed that Peking sees the treaty as 
only a starting point for further nuclear- 
arms reductions. China’s Xinhua news- 
agency noted that the INF agreement 
only deals with a tiny fraction of the 
Bope total nuclear arsenals and 
added: “If the two superpowers are 
really sincere about reducing their arsen- 


-als and contributing to world peace, 


they still have a lot more to do — and a 
lot more that ~ should do.” 

Xinhua bland y reparos the close of 
the summit on 10 December, summaris- 
ing the contents of a US-Soviet joint 
communique and Gorbachov’s invita- 
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deen rebels. The US is currently provid- 
ing military aid valued at more than 
U million a year to the mujahideen, 
The Soviet leader added: “The poli- 
tical decision on a withdrawal has been 
taken. We have named the time limit, 
12 months, maybe less but . . . [the] be- 
ginning of withdrawal of Soviet forces 
must at the same time become the start 
. . . of an end to arms and financial 
supplies to the insurgent forces.” 








Yes, we like no missiles 
| China and Japan welcome the INF treaty 


By Robert Delfs in Peking and Nigel Holloway in Tokyo 


tion to Reagan to visit the Soviet Union 
next year. 

Earlier commentaries, however, 
reiterated allegations that the super- 
powers continue to seek world domina- 
tion. “The age of control over the 
world’s affairs by the two superpowers 
is gone, never to return,” columnist 
Chen Feng wrote in the 7 December 
issue of Liaowang (Outlook), but 
“neither side has relaxed its military 
ale gs ditapee in the Asia-Pacific region 
and both continue to strengthen their 
military power and deployment i 
order to] expand their respective influ- 
ence in the region.” 

Despite the hard-edged tone of some 
official commentary on the treaty, 
Western and Asian diplomats alike see 
the Chinese reaction to the agreement 
as extremely positive. “China no longer 


| tional reconcilia 





ae oe 


Tal oe à eae rad 
at n20 \ ledged tha na- 
tion was a process, not 
an event, and so it should not be a re- 
quirement for Soviet withdrawal. They 
also gave assurances on an issue that has 
always worried Washington — that 
once the withdrawal had begun, Soviet 
toopi would not return to fight. 
S Under-Secretary of State 
Michael Armacost found it “notewor- 
thy that there were indications that from 
the commencement of the withdrawal 
the Soviet forces would engage in no 
further. military activity other than sim- 
ply self-defence measures.” 

Gorbachov discussed at length the 
kind of national-reconciliation govern- 
ment he would like to see but, Armacost 
said, “the overall conclusion that one 
would reach from these discussions 
ab that the Soviets do not 
ink the withdrawal of their 
troops to prior resolution of is- 
sues of an interim government 
or transitional arrangements 
among Afghans. 


he US now believes the 

Soviet leadership will pre- 
sent a new proposal on Af- 
ghanistan at the next round of 
“proximity talks” in Geneva, 
scheduled for February or 
early March 1988. 

Armacost said that the US 
hopes Gorbachov’s statements 
of intent can be translated into 
more formal obligations. 

However, a Soviet offer of 
an acceptable timetable would 
hinge on a satisfactory US 
guarantee that its support to 
the resistance would cease. On 
the eve of the summit, Valen- 





instinctively views accommodation be- 
tween the US and the Soviet Union as a 
threat or condominium,” a Western 
diplomat said. 

China has criticised previous arms- 
limitation treaties as serving mainly to 
consolidate the superpowers’ nuclear 
monopoly and regulate the nuclear 
arms race. This line of analysis was reit- 
erated in a Xinhua article released 
shortly before the summit. 

Previous arms-limitations agree- 
ments “remained merely so many | 
words, while the arms race kept escalat- 
ing,” the commentary said. “Such being 
the case, one could hardly expect the 
forthcoming summit to jump the tracks 
laid by the previous eight summits, even 
though the medium-range missile treaty 
to be signed will the the first genuine 
nuclear-disarmament treaty.” 

China benefits directly from the INF 
treaty in that all Asia-based Soviet SS20 
intermediate-range missiles are to be re- 
moved under the peers This has 
been an important o jective of Chinese 
foreign policy for several years. China 
has not publicly mentioned the removal 
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tin Falin, | tor of the Soviet Union’s 
official Novosti newsagency, specified the 










‘declaration of a withdrawal 
e, but pledge not to take advan- 
ie situation by building a 
for “10years of war.” 
S must stop providing military 
the resistance. — ~= 
must stop providing satellite 
c ce photos to the rebels. 
< Falin’s comments marked the first 
time Moscow: has ‘specified: what it 
| means when calling for an end to “out- 
| side intervention” in Afghanistan. 
~ -Although Washington is determined 
| ‘not to leave the resistance defenceless 
| against the Soviets, sources said that if 
Jo is built at the highest level — be- 








to the rebels. 








“If the [wi Soviet] convoys 
were attacked, would they just stay on 
| the road and shoot back or would they 
ı go after the attackers? Can-it really re- 
| main a self-defensive action?” Sources 
| said the resistance was a p to start 
| stockpiling weapons — if they had not 
| already begun to do so. 

| This poses another problem: can the 
| US and Pakistan ensure that during the 
| withdrawal the mujahideen would not 
| ambush Soviet columns? 

Pakistani officials are said.to be con- 
fident that they can prevent such moves 
by controlling the supply of heavy 
weapons to the rebels, but analysts are 
dubious about the extent of control any 
| outsiders can exercise on the mujahi- 
| deen. Sources said that US and Pakis- 
tani officials have been sounding out 
different: mujahideen groups and that 








tween Reagan-and Gorbachov — the |) 
‘US can provide the Soviet Union with | 
the requested assurances on ending aid | 


Senior US administration sources) E 


privately said that, despite Washing- | F le 


ton’s earlier insistence on a very short 


timetable, it could agree to'a timetable Be 


of less than a year if the manner of with- | 


<| «drawal was acceptable. “If the with- 
|. drawal is front-loaded,” an official said, 
|. referring to a pullout of a larger number 
of units: in the first few months, “it 


against the possibility that after the 
withdrawal had begun — and the US 


troops would strike the mujahideen. 

A Soviet guarantee against such a 
move, given at the summit, still leaves 
» many analysts unconvinced. One said: 








very pleased. 


= Soviet diplomats in Peking also note | 
with approval that China has expressed | su 
strong support for further agreements | agreen 
to cut long-range, or strategic, arms and | 


to ban testing or deployment of space- 
based missile defences. 

China has previously maintained 
that disarmament should remain a 
superpower affair until Washington and 
Moscow agree to a 50% cut in strategic 
missiles. However, if such an agreement 
were reached in May 1988, as is hoped, 
China might have to address the ques- 
tion of its own strategic nuclear forces 
= believed to consist of six DF5 and 
four DR4 inter-continental missiles, 60 
DF3 inter-regional missiles and 50 DF2 
medium-range missiles. 

“The logic of the process of world de- 
nuclearisation is that all nuclear powers 
should participate,” a Soviet diplomat 
in Peking said. “When an agreement for 
a 50% cut in bilateral strategic forces is 
signed — as I believe it will be — next 
May in Moscow, the question of partici- 


had cut off aid — the remaining Soviet | 


of the Asian-based Soviet missiles, but | of 
diplomats say that privately they are | 


would show they are serious about leav- | sh A 
ing.” The US would like to guard | 





pation by China and other nuclear pow- 
ers in the process of eliminating nuclear 
forces will inevitably arise. So far, how- 
ever, the Chinese position on this ques- 
tion has been somewhat nebulous.” 
Meanwhile, Japanese Prime Minis- 
ter Noboru Takeshita has given the INF 
accord a cautious welcome and express- 
ed his “heartfelt expectations” that the 
| agreement would lead to the reduction 
of strategic nuclear: weapons held by the 
superpowers. aiat 
Takeshita noted that the treaty 











| what 


| bachov's ability to “bite the bullet” in 


| pledged to scrap intermediate-range 


| support throughout the negotiations 
| inthe West.and in Japan... 


| said that though the summit produced 














e the support 
Analysts also are doubtful that the 
Soviets would continue their with- 
drawal if, shortly after it began, the 
Kabul regime collapsed. It is widely as- 
sumed that the Seviet-backed govern: 
ment-of Afghan leader Najibullah wil 
collapse soon after a Soviet withdrawal 
announcement. ant 
: An analyst said “a foretaste of thi 






































and government soldiers started defect. 
ing to the mujahideen by the truck- 


> 





number of their troops left’ behind 
would be vulnerable not only to the re- 
bels, but to government troops as well. 
Kabul’s forces might seek revenge ‘for 
they would consider a Soviet be 
trayal: ae 
“I have no doubt. that. Gorbachov 
wants to withdraw,” a’ well placed | 
source said, “but does he have enough 
support at home to pull it off if itme 
a blow to Soviet prestige?” Sg 
While the US State Departme 
| seems cautiously optimistic, the CIA is 
| said to. be more sceptical about Gor- 


| the face of opposition at home to a with- 
| drawal that could in the long run 
| threaten the stability of Soviet Central 
| Asia and affect Soviet credibility: in 
| Eastern Europe. a 





weapons in Asia as well as in Europe, 
and his foreign minister, Sosuke Uno, 
said the agreement was the result of the 


given to the US by its friends and allies 


Foreign Ministry officials in Tokyo 


‘| no breakthroughs on other issues.di- 
| rectly affecting Japan, Tokyo was hop- 
ing for some improvement in its rela- 
tions with the Soviet Union as a result of 
| the easing of tensions between the 
superpowers. 

There is much diplomatic ground to 
make up between Tokyo and Moscow. 
On 9 December, fighters of Japan’s air 
force fired warning shots at a Soviet 
Tul6J. Badger bomber, which violated 
Japanese airspace near Okinawa. 

Japanese officials said they were 
wary of moving too fast in improving re- 
lations with the Soviet Union because 
they did not want to alarm China, which 
they felt- may < be nervous: that 
Washington and Moscow: appeared to 
be getting on a lot better than before 































control in Asia 


U ntil now, US-Soviet negotiations on 
arms control, disarmament and 
even confidence-building measures, 
| focused almost exclusively on either 
global strategic forces or on conven- 
tional arms in Europe. The sole Asian 
exceptions have been brief, unsuccess- 
_ ful bilateral discussions during the ad- 
ministration of former US president 
Jimmy Carter on force levels in the In- 
dian Ocean and the US-Soviet agree- 
ment to go to zero-zero on inter- 
mediate-range nuclear missile deploy- 
ments — in part to avert Soviet rede- 
“Rangers of weapons from Europe to 
viet Asia. 

-© The reasons are clear. Unlike 

_ Europe, the US and its friends and allies 
| in Asia do not confront huge Soviet 
poe forces across vulnerable land 
rders. US power in Asia has been con- 
centrated in its navy, which has been con- 
_ sistently reluctant to allow itself to be en- 
| gaged in any arms-control negotiations. 

In addition, regional conflicts and 
tensions between China and either or 
| both the Soviet Union and the US be- 
tween 1950 and the late 1970s led both 
superpowers to strengthen military 
forces in Asia and the Pacific rather 
than look for ways of reducing them. 

Also, asymmetries in military force 
deployments and strategic objectives — 
Soviet vs US navies, Soviet force build- 
ups on Soviet territory vs US depen- 
~ dence on offshore basing and force pro- 
jection, differing levels of commitment 
and relationship to allies — make com- 
parisons of forces, their purposes and 
their levels exceptionally difficult. 

‘Finally, perceived threats from 
North Korea and Vietnam in neigh- 
bouring Asian states — underscored by 
treaty commitments and heavy ross ant 
supply from the Soviet Union to bot 
countries — have made the US and 
most Asian countries wary of proposals 
which might jeopardise the security bal- 
ance in the area. 

When strategic and conventional 
arms-control issues first came onto the 
international agenda in the 1970s, Asia 
_ was a low priority for both superpowers 

and it has remained so until recently. 

But there are a number of recent events 

and prospective developments which 
may significantly alter pr ts for fu- 
ture serious exploration of such ques- 

tions in Asia. ; j 

The superpowers have agreed to re- 
duce their nuclear arsenals as opposed 
to merely capping them. The Inter- 
mediate-Range Nuclear Force negotia- 
tions marked the first time arms 
negotiations dealt with force levels in 





































































| The prospects for arms 


Asia — Soviet SS20 deployments — as 
well as Europe and the continental US. 
The next round of strategic-arms 
negotiations is aimed in principle at re- 
ductions of 50% in strategic arsenals. If 
these are successful, they will inevitably 
involve not only further land-based mis- 
sile reductions but, for the first time, net 
reductions by both sides in naval mis- 
sile deployments as well. This will 
inevitably affect both submarine and 
long-range air force systems in Asia and 
the Pacific as well as levels of naval de- 
Joyments related to the protection and 
interdiction of such forces. ; 
Discussions of conventional deploy- 
ments in Europe will at some point com- 





pel both sides to consider their global air 
and ground deployments. As with the 
SS20s, asymmetries in US and Soviet 
mobilisation and redeployment capabi- 
lities will lead US negotiators to place a 
heavy premium on the Soviet Union’s 
agreeing not to redeploy or stockpile in 
other areas, particularly in Soviet Asia. 
The latter may be possible for the 
Soviets if they are successful in stabilis- 
ing the Sino-Soviet border and negotiat- 
ing reductions of military forces alon 
that border with China, which bot 
sides say they wish to do. Such reduc- 
tions will focus on troops, armour and 
tactical air power but in principle may 
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affect the East-West balance in Asia as 
well, rapes in Washington's 
favour. This could increase pressure on 
the Soviets to seek some balancing arms 
control or confidence-building under- 
standings with the US in the Asian- 
Pacific theatre. 

The old concept of Asian nuclear- 
free zones has been given new life by the 
Raratonga Treaty, establishing such a 
zone for the South Pacific. The US un- 
wisely split with its South Pacific ally, 
Australia, and with all the Asean and 
South Pacific states by refusing to 
adhere to the treaty, partly as a result of 
French pressure. The Soviets and 
Chinese have signed on, however, anda 
future US administration could reopen 
US policy on the treaty, which includes 
provisions specifically designed to avoid 
constraining free navigation by US 
Navy vessels. 
ere is at least a possibility of 

movement in the next three to 
five years on the three key points 
of East-West-related regional 
instability in Asia — Afghanis- 
tan, Cambodia and Korea. 

The Soviets in Afghanistan 
and the Vietnamese in Cam- 
bodia have committed them- 
selves in principle to withdraw 
their troops, seek a settlement 
leading to non-aligned, non- 
communist governments taking 
power in both countries and the 
establishment of international 
peace-keeping regimes to assure 
the results agreed upon. 

Both these events, should 
they occur — not a trivial as- 
sumption — would open the door 
to guarantees by the major pow- 
ers, along with regional states, 
against further military interven- 
tion or interference. This in turn 
would pepe real opportunities 
and risks of international under- 

standings on ways of implementing such 
guarantees at lower levels of force dis- 
position by all parties in the region 
which would need to be seriously as- 
sessed. 


Bes most critical regional area of ten- 
sion, however, is Korea, where pros- 
pects are more uncertain. In the after- 
math of a successful peaceful transition 
to a civil government in South Korea 
and of the 1988 Seoul Olympic Games, 
progress might begin towards reduc- 
tions of forces in both the North and 
South. China, the Soviet Union, Japan 
and the US would all gain from such ef- 
forts. < 

Negotiations to bring about substan- 
tial reductions of forces and defence ex- 
penditures (backed by strict interna- 
tional inspections), discussions among 
all parties in the region aimed (over 
time and with appropriate sensitivity to 
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and- multilateral confidence- ng 
easures are not beyond the realms of 
imagination. “Es, 
Japan’s military capabilities have be- 
come significant, noticeable and are 
continuing to grow. The Soviet Union 
confronts not only a substantial US. 
naval and air capability in: Northeast 
Asia but a growing Japanese conven- 
tional capability aswell, 5o 7 
The Soviets have two options and 
may pursue both: to increase their own’ 
“forces and to seek through negotiations 
to reduce the US-Japan “threat” by. of- 
“fering military reducti the 
inthe region. : ee 
The political issues here will be very 
< complex, relating not just to the state of 






ions, .but to the. inexorable rise in 
Japan's own sense of self-reliance and 


“Japanese-US and Japanese-Soviet rela-" 


| 
| 





ys 


-embryo 


strategic interests 
ments. a E a 

The Soviet Union has undertake 
major campaign. for worldwide arms 














_ negotiations for a variety of reasons. In 
| Asia as in other regions, these includea. 
-desire to improve relations with region- 





have focused on reducing US naval de- 





al states, to weaken US influence and, 


-more disputed, to reduce direct Soviet mi- 


litary commitments and expenditures. 
Thus.far, Soviet. proposals in, Asia 
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y Mc has been purs 
gorously worldwide since 1980. So fa 
S$ has turned all such: proposals 













traight négativism, however, will at 
some point probably have to yield to 
serious thought about counter-propo- 
sals which might be in the US national 
interest. If there is an easing of regional 
i a withdrawal of hostile forces 
fe territories and.a continu- 
ing Soviet political effort to improve its 
general relations in Asia, regional dis- 
position to test Soviet intentions further 
are bound to grow, and US policy will 
probably have to respond. 

There have been only three years be- 
tween 1950 and 1987 in which the Soviet 











- Union orits close allies have not been 


battling the US, or groups of countries 
supported by the US, somewhere in 
Asia. We may, however, be approach- 









































By Robert Keith-Reid in Suva 
Fis new civilian government, led by 
Prime Minister Ratu (Chief) Sir 
amisese Mara, includes in its 21- 
ember cabinet three. colonels and 
Brig. Sitiveni Rabuka, who has twice 
this year led the ethnic Fijian-domin- 
ated army in coups against previous 
civilian governments. Rabuka became 
minister for home affairs, giving him a 
firm grip over the army. 

_., During the 48 hours before Rabuka’s 
announcement that he would hand back 
power to civilians, he held intensive dis- 
cussions with Ratu Sir Penaia Ganilau 
— until October Fiji's governor-general 
and who himself had-just been made 
president by Rabuka—— and Mara. Both 
+ had indicated that they would agree to 

-be president and prime minister respec- 
tively provided that they were able to 
‘form a government they could call their 
own, and that plans for a racist constitu- 


which, while removing Fijain fears of 
Indian political domination, would be 


tion were replaced with something: 


air to the non-Fijians who form 54% of | 


Fiji's 715,000 population. 


“ment supporters, some of whom h: 
threatened future retaliatory action. 
None of the members of the mainly 


‘Bavadra, which was toppled’in Rab 





The sudden decision by Rabuka on 4 - 
December to scrap his two-month-old’ 
military government stunned his anti- 
Indian- extremist, Fijian Taukei Move- 





ethnic Indian government of. Timoci | 


| ka’s first coup in May, was named | 
























Rabuka takes a backseat 


Civilians form cabinet to replace military government 


in the cabinet. announced on 9 De- 
cember by Mara, whose strongly Fijian- 
supported Alliance Party had been 
beaten by Bavadra’s Labour Party-Na- 
tional Federation Party (NFP) coalition 
in the April election, ending its 17 years 
of power. 

Mara said his government was an in- 
terim administration intended quickly 
to repair the economic damage which 
followed Rabuka’s May and September 
coups, and to prepare for democratic 
elections “as soon as possible.” Some 
local reports suggest that “soon” might 
mean as long as two years. 

Mara’s cabinet includes 10 ministers 
who were in Rabuka’s 22-member mili- 
tary government. The others are two In- 
dians and two part-Europeans. Three 
members are associated with the Taukei 
Movement, which organised the post- 
election demonstrations and bomb at- 
tacks that led to Bavadra‘s downfall. 


ata also holds the Foreign Af- 
fairs: portfolio, and Rabuka also 
holds the portfolio for national youth 
‘services and auxiliary army services. 
The three colonels deal with youth, 


- sports, rural development, rural hous- 


ing, and Fijian affairs. 
~~ In Rabuka’s. broadcast announcing 
the transfer of power to Ganilau, he 


||, stated simply that he had never wanted 


power for himself and that he felt cir- 
‘cumstances had reached a ‘stage at 
which Ganilau, “whom I believe all the 





tourism is expected to accelerate: from 
the second quarter of 1988. At the end 
of October foreign reserves were far _ 








people of Fiji trust,” could assume the 
burden of leading Fiji back to normal- 
ity. 

Ganilau’s acceptance speech hinted 
that the inhabitants of the newly pro- 
claimed republic could look forward con- 
fidently not only to the restoration of 
democracy but also to the.restoration of 
the 113-year-old link with the British 
monarchy broken after Rabuka prò- 
claimed Fiji a republic in October. The 
shape of constitutional reform propo- 
sals have yet to be revealed. 

Before. naming the cabinet, Mara 
said his ministers would be people with 
whom he could work with. That seemed 
to exclude the possibility. of forming a 
government which would include any 
members of the deposed Bavadra party. 

Now living in his home village of Vei- 
seisei, 160 km from Suva, Bavadra said 
he would wait until he learns the nature 
of the proposed constitution before 
committing himself to any political ac- 
tion. His Indian partner, the NFP, is si- 
lent, though some supporters privately » 
say that they are setting politics aside in- 
order to concentrate on salvaging their 
business interests while exploring op- 
portunities for immigration to Austra- 
lia, New Zealand or North America. 

A hopeful sign is that the risk of eco- 
nomic collapse as a result of the coups.is 
receding, While multi-million dollar in- 
vestments in hotels and factories are still 
in doubt, Fiji's core industries — sugar, 
gold mining, tuna canning, forestry.and 
toa lesser-extent tourism — are doing 
unexpectedly well; The recovery of 










healthier than had. been ‘expected —~ 
equal to about four months of imports at 
devalued prices. compared with five 
months in October 1986.. =- 
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ing a new periodin which external secu- | This broad future agenda is unlikely | | OULDSCEIDE NOV 
rity threats egion decline signi- to have been on any discussion list of the and ensut ‘your copy each week 












ficantly. This would begin to provide a | Reagan-Gorbachov meeting, though 

new strategic climate forthe countries of | some individual elements — primarily 
Asia and particularly for the US. regional conflicts — were. But for the 
The rationale for major US force de- | first time, individuals and groups within 
defence expenditures in | both countries — both private and offi- 
| become harder to make. Argu- | cial — are beginning to mull over the 
for maintaining deterrence at | complexities of arms-control issues in 
orce on all sides should | Asia and to see thesé as linked inexora- 
particularly when not only the | bly to the global security and arms-con- 

t Union but the US and-all the | trol agendas of both superpowers. - 
countries of Asia will benefit from lower Confidence-building measures of the | 
levels of defence expenditure. =< types negotiated in Stockholm at the | 
~The challenge will be to ensure that | Conference on Security and Coopera- 
any such reductions represent genuine | tion in Europe are likely to be the 
‘mutual lowerings of threat capability as | easiest to discuss, and even the Soviets 
well as a stability of the real regional | privately agree these will be best dis- 
security balance. This will not be easy | cussed on a sub-regional, case-by-case 
both because of asymmetries in defining | basis. But the door may gradually be | 
| such a balance and the domestic politi- | opening to broader opportunities over onan re E 
| cal challenges throughout the region | the coming decade, if regional tensions | 
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Bonds of ethnic empathy 


Malaysia extends a helping hand to assist Fiji’s economy 








“By Suhaini Aznam in Kuala Lumpur 
i M alaysian Foreign Minister Datuk Fiji is something of a flagship of Ma- 
: EWF Abu Hassan Omar led the first offi- | laysia’s Pacific interests and Abu Has- 
. cial visit of a foreign delegation to Fiji | san’s visit reflects Malaysia’s policy on Gin togra T 
since Brig. Sitiveni Rabuka declared the. | South-South cooperation. Malaysia Esronge za, 
Pacific island state a republic after his | plans to provide continuing aid under its 
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Malaysian Prime..Minister Datuk Seri 

~ Mahathir Mohamad had opposed: Fiji’s - 
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iof government summit in October Ma- 
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in Fiji. 
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By Emily Lau in Hongkong 


‘hina has given its tacit approval to 
Hongkong introducing limited ele- 
-ments of direct elections to the Legisla- 
tive Council (Legco) in the early 1990s 
~~ but not next year, as some lobbyists had 
been urging, and almost certainly limited 
to a maximum of 25% of the members. 
= The hint came at the 6th plenary ses- 
sion of the Basic Law Drafting Commit- 
tee (BLDC) held in Canton from 12 to 
16 December in which most members 
¿agreed that the legislature of the future 
pecial administrative region (SAR) 
should be composed of members 
“elected by different methods, including 
‘direct elections. The BLDC, appointed 
y Peking, is writing the mini-constitu- 
“tion for Hongkong, which will revert to 
«Chinese sovereignty in 1997. 

` Peking’s concession on some form of 
oken democracy during the transition 








period coincided with pressure ..from 
ocal pro-democracy lobbyists who de- 
tched delegations to London and Pe- 
g in early December: The London 
elegation, lead by. Legco and BLDC 
member Martin Lee, told British Prime 
Minister Margaret Thatcher that a pub- 
opinion. poll in Hongkong showed 
that acceptance of the Sino-British joint 
eclaration on Hongkong’s future had 
‘allen from 81% in November 1984 to 
- 28% in July this year. 
The delegation received a sympathe- 
“hearing from some MPs. and the 
louse of Commons decided to hold a 
debate on Hongkong in late January, 
_ shortly before the publication of the 
white paper (policy document) on poli- 
- tical changes in the colony in 1988. Al- 
hough the democrats agreed the lobby- 
ng was too little too late, there is a 
growing feeling that more pressure 
-should be put on parliament in the fu- 
ture to ensure that the British. Govern- 
ment does not further retreat from ear- 
ier assurances on an elected Legco as 
Stated in the original agreement. 
= Itis widely believed. that Peking and 
London reached. am understanding on 
‘political changes when the Fonpkong 
he 


_ Governor, Sir David Wilson, talks 








_with Chinese officials in Peking on 3to 5- 
December. The two governments: are: 
| believed to have agreed that direct elec- 
tions would ‘not be introduced in 1988: 
| but in the early 1990s, after the promul- 


ation of the Basic Law by the Chinese 
_ National People’s Congress in 1990. 


limited franchise _ 


‘Chinese concede a measure of direct elections 








view that there: 


BLDC. secretary-general Li Hou, 
who is also deputy director of the Hong- 
kong and Macau Affairs Office. under 
the State Council, said in Canton that 
China would not object to Hongkong 
introducing direct elections before 1997 
if they were provided for in the Basic 
Law. BLDC deputy secretary-general 
Lu Ping said direct elections after 1997 
are “inevitable” and that democracy 
should be “further developed,” though 
he did not elaborate. 

Last month, Wilson virtually ruled 
out direct elections in 1988 when he said 
the majority of the Hongkong people 
who have spoken out during the recent 
political, review believed there should 
be some elements of direct elections be- 
fore 1997, but “the community is sharp- 


-BASIC LAW 


CONVERGENCE” 
~ CHINESE STILE 


ly divided” on introducing direct elec- 
tions in 1988. 





Partly to pacify the lobbyists, the 
government is expected to make a firm 


commitment in the upcoming white 
pa 
wi 
will also state what percentage of Legco 
will be directly elected and whether the 
elections will be: by a single territory- 
wide constituency or by smaller district- 
based constituencies. 


percentage of direct electionsinthe early 


1990s, it was also clear that there wasa- f- 
‘| limit to the numbers. During the BLDC 
-| meetings, many members endorsed the 
uld be no more than 





“now that. the Chinese have revealed 
t that a measure of direct elections | 
ill be introduced in the early 1990s. It | 


` draft Basic Law outlining proposals on 







Aievet the BLDC. appeared to 


have given the green light to asmall | on education, science, technology, cul- 








sultation.” This grand electoral college 
will also “elect” up to 50% of the legisla- 
ture, but just how the electoral college 
itself. will be formed is unclear except 
that it will be done with the blessing of 
Peking. > ie, 

Some BLDC members also pro- 
posed that principal officials be nomi- 
nated by the chief executive and elected 
into the legislature by the electoral col- 
lege. Hongkong BLDC and Legco 
member Maria Tam supported the idea 
because it would overcome the problem 
of getting government officials into the 
elected legislature in a-situation where 
there is no party politics. or ministerial 
system. Martin Lee criticised the propo- | 
sal which, he said, was tantamount to 
perpetuating the present appointment 
system. 

Besides. firmly ruling out the idea of 
electing the chief executive by universal 
franchise, which mainland drafters said. 
was not possible before 1997 while 
Hongkong was still under British rule, 
many members also endorsed the idea 
of having a provisional legislature to re- 
place Legco pending the formation of.a 
new council after the change of sover- 
eignty, on which Peking is insisting. 

The. drafters ruled out the so-called 
“through train” concept proposed by 
some Hongkong BLDC members. and 
local political groups; that is, letting 
those in place before 1997 continue in 
their positions after 1997. These people 
said all that was necéssary was some for- 
mality to show the transfer of sovereign- : 
ty. Hongkong Government. officials 
have. privately warned that any drastic - 
personnel changes in.1997 will disrupt 
social. stability and undermine the ad- 
ministration’s credibility. Mainland 
drafters insisted on the dissolution of » 
Legco and the dismissal of high officials, |. 
with fresh appointments and elections | 
as a symbol of Chinese sovereignty. 

Hongkong drafter Raymond Wu, a 
representative of-a group of profes- 
sional and. business people who pro- 
posed the “through train” concept, said 


































































their thinking, he would have to discuss 
amendments to their proposals with his 
colleagues: 

“Next April, the BLDC will publish a 








the political system, the economy, the 
relationship between the SAR and cen- 
tral government, rights and duties of 
Hongkong residents, and stipulations 






‘ture; sports and religion, Controversy in 
s is likely to emerge when - 
ng people and international in- 






























By Philip Bowring in Hongkong 

Over 1987 will go down in history as the month of the 
2 Great Stockmarket Collapse. But taken as a whole, 1987 
i | was not such a bad year for investors. For instance, the Capi- 
-| tal International World index actually rose 8% in the year to 
early December, hardly a disaster even if it is denominated in 
depreciated US dollars. Bond prices on average were little 
changed over the 12 months, rising a fraction in Britain, 
falling slightly in the US and barely changed in Japan and 
West Germany. Gold and most commodities moved higher 
against the US dollar but altered little against other curren- 
cies 
‘However, the small size of the 12-month changes belie the 
. Teality — a frenetic year for equity markets climaxing in the 

October crash, which may have seriously damaged investor 

sentiment. Those who were kicking themselves for most of 

the year for staying out of what they thought were over- 
| bought markets as prices rose by 5% or more a month in the 
| first half, suddenly became wise and happy in October. 
Those who caught the equity bug mid-year may need a long 
time to'recoup their losses. Those who got out at around that 
_| time will have thanked the gods. 

| Gone are the days when month-after-month value in- 
creases were regarded as a matter 
of course, The emphasis now is 
on protection of assets. 

The best place to start looking 
at prospects may be to see what 
did worst in 1987. The worst per- 
formances in currency-adjusted 
terms have been turned in by 
Hongkong, Australia and Singa- 
pore/Malaysia, with the US not 
far behind. The first has been 
typically volatile and seen its 
world standing affected both by 
market closure and the pegging 
of its currency to a chronically weak US dollar. Austra- 
lia outran by a mile the reality of a weak currency and huge 
debt. Singapore and Malaysia did almost as badly because 
they had been especially overbought by foreigners. At the 
other end of the scale, Taiwan crashed 40% from its high but 
was still 158.74% above a year earlier, and with a strong cur- 
rency. 

West Germany never had a 1987 boom, but it did have the 
slump. International investors were partly saved by the 
strength of the Deutschemark. London had a boom and bust 
but sterling provided some compensation. Of the major 
countries, Japan had the best combination of currency 
strength and stockmarket stability. 

But the same winners seldom emerge two years in succes- 
sion. The initial reaction to Black Monday was that it would 
usher in a recession as the loss-of-wealth effect combined 
with existing trends towards higher interest rates caused by 
fears of a global explosion of liquidity. First reactions may 
have been wrong. The recession may have been postponed 
but could be worse when it arrives. 

The financial dangers of the market crash prompted the 
US to abandon the tighter interest rates needed to stabilise 
the dollar. With a presidential election in 1988, many believe 
only a major international crisis will produce a sharp tighten- 
ing of US interest rates or a major assault on the budget def- 
icit. Politicians have not forgotten how former president 
Jimmy Carter’s belated efforts to restore the dollar killed his 
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` tute for the US because of demographic and social reason 
























re-election prospects. So far, Japan and Europe have relu 
tantly obliged with further demand stimulus — in addition 
the monetary effects of exchange-rate intervention. 
The world may be uneasily poised. An eventual US reces- 
sion may be an inescapable outcome of a serious cut in the 
budget deficit, and a necessity to bridge the trade gap. But a 
recession does not appear imminent in the US while domestic 
demand is growing in most OECD countries — especially 
Japan — and being further stimulated. Domestic demand in 
the newly industrialised countries (NICs) is also growing 
strongly. Only the important middle-income developing 
countries of Latin America and Southeast Asia have been 
unable to capitalise on the stimulus of the US deficits. 
There are three broad scenarios, only the first of which 
encouraging for equities: : 
> Global growth will continue. Enough progress will be 
made in stimulating non-US demand and cutting the US def- 
icit to allow more balanced trade and more stable curren- 
cies. On that basis, stock prices (particularly in weak-cur-. 
rency countries and of companies with stable earnings) coul 
enjoy significant rebounds. ae 
However, this scenario does not take account of the dam- 





























INTERNATIONAL INTEREST RATES 


Three month Eurocurrency rates 


Euro-Ffr Euro-C$ 


age of Black Monday to individual investor sentiment. Pen- 
sion funds are now looking to reduce relative equity content 
by building cash and bond positions. Unit-trust managers 
who in October were trumpeting the merits of shares are now 
advertising “safety” in cash and bonds. Following the herd 
may be folly. But so is standing in its way. 

>» West Germany will be proved right and the global money 
growth of the past three years, given a final fillip by the past 
two months’ easing, will produce a sudden surge of inflation. 
This would be bad for equities and even worse for bonds. 
There is no obvious villain like Opec to repeat 1973 and 1979. 
Nor any obvious impending shortage of commodities. But 
users are beginning to rebuild stocks. And there is no rule 
that says excess liquidity must go into equities, or drive down 
bond yields. It is a matter of fashion and the next one might 
be commodities. 

» The recession scenario which holds that the US economy is 
in the final six months of its expansion, and will not be able to 
respond significantly either to cheap money or the weak US 
dollar. Export-dependent countries will follow the US into 
recession. West German/Japanese demand can never substi 


Middle-income countries are too strapped by debts and low — 
commodity prices to save the situation as they did‘in the 
1970s. This would eventually lead to higher bond prices, but 
may initially lead to a steeper yield curve, as investors 
remain as liquid as possible, ignoring attempts to induce 
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ending through oney. 
= Of the currencies; the US dollar is 
ginning tö look attractive on.a longer 
iew but a turnaround froma still lower 
base- will only come once political 
leadership is. established. A = com- 
promise could be the Canadian dollar, 
_ currently a less volatile, higher-yielding 
substitute for the greenback. 
The yen may be looking overbought 











foreign institutions who bought heavily 
in 1987 having taken fright, they may 
stay away for a while and locals may 
tread warily while effects of the crash 
work their way through. 

Flight of foreigners has also been a 
problem in Singapore and Malaysia and 
interest may not return until there is 
further evidence of a commodity-price 
resurgence, prompting a revival of GDP 








given that Japan’s trade surplus is al- 





















ports rise and production is transferred overseas. But Japan’s 


sustain demand for the currency. 
The West Germans will be much discomforted by the 
Deutschemark’s strength but their surplus will shrink more 
lowly than Japan’s. Other European currencies, however, 
are being sustained more by high interest rates than by trade 
“accounts. Domestic-demand growth and weaker exports due 
_ to strong currencies could hurt sterling and the French franc, 
and hold back the Deutschemark. 
- Taiwan and South Korea will continue to be pressured by 
all OECD countries for further currency revaluation, to 
which they will succumb. In South Korea, domestic demand 
stimulated by wage rises may shrink the trade surpluses. 
jueezed themselves, South Korea and Taiwan may join the 
iers in demanding a Hongkong dollar revaluation. 
A revaluation is likely to deal another blow to Hongkong 
stocks by reducing manufacturers profits and encouraging in- 
vestors to take currency gains. However, the economy could 
absorb it. Share prices in Hongkong, as measured by p/es, 
very cheap by world standards. 
Without a revaluation, Hongkong may remain awash with 
uidity even if trading conditions do deteriorate. But with 
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The equity charge 
slows to a walk 


By Review Correspondents 
AA {ter the wild:bull charge of the past four or five years, 
world equity-market prospects for 1988 look decidedly 
tame. The best that.can be hoped for is some recovery from 
the lows seen in the immediate aftermath of the October 
ash. Wall Street might rise by 10-15% in 1988 over its mid- 
December levels, while London could see gains of anything 
up to 20%. Tokyo, though, might quite possibly decline in 
the first half of 1988 if liquidity drains away. 
- Among the Continental European markets, Paris has at- 
tactions for those who are confident that there will be no 
major economic recession in 1988, though the more conser- 
-investor will probably favour the Swiss stockmarket. 
ong the bigger non-European markets, Australia looks 
risky, while Hongkong appears to have some way to go yet 
before foreign investor confidence is restored. Singapore 
may be a better bet — on grounds of currency appreciation 
and earnings growth. 
The Latin American 
renewed sovereign debt-service problems and rising infla- 
on. Generally speaking, the panic withdrawal of US liquid- 
ity from markets around the world in the wake of the crash 
has hit big and small — established and emerging — alike. 
That could:be bad news for some of the smaller Asian mar- 
kets in 1988 as well as for others in Latin America, the Middle 
East and parts of Europe. : 
The West German and 


tr 


Italian markets are not regarded as 








‘ready in sharp decline — without a US recession — as im- | 


investment income is now sufficient to finance alot of foreign | 
“investment outflow, and internationalisation of the yen will | 


markets look likely to fall victim.to | 









| port equipment are expected to perform poorly. 


growth in Malaysia. But the fall has at 
least made “yield” a meaningful word again. 

That is more than can be said for Japan. The relatively sta- 
ble perfomance of Tokyo in 1987 is no guide to 1988. While 
other markets may have some recovery prospects, the ques- 
tion is whether it can avoid a sharp fall, not how much it may 
rise. Japanese bonds should be a safe haven in a recession. 
But a convincing argument for equities is hard to make when 
profits are under pressure. 

The same will soon be true for Taiwan. While the index is 
unlikely to ever return to year-ago levels, exporters’ margins 
are being eroded and the domestic demand boom has already 
been discounted. Official support has cushioned the fall from 
the 4,600 index peak, but given time and continued currency 
revaluation it could fall below 2,000. 


Sout Korea has been less volatile though the very resili- 
ence of the market in the face of global collapse has mere- 


ly underlined how closed and officially influenced the Seoul: 


market is. Political turmoil, wage and currency pressures 
suggest South Korea still has plenty of downside potential. 

One merit .of the global collapse has been the disappear- 
ance of the absurdly high premiums foreigners had been pay- 


ing to get into South Korea and Taiwan. These instruments. 


can now be assessed on their merits. Further market opening 
to foreigners is in prospect. 


attractive. Portugal is thought to have seen its best days 
for the time being. Industrial and corporate restructur- 


ing in Spain (plus that country’s entry into the EC) make the: 


Spanish market a more attractive prospect for 1988. There is 


little enthusiasm in general for the Scandinavian stockmar-- 


kets, except Finland. 

>» TOKYO: Until 20 October 1987, anybody could have 
turned a profit from investing in Japanese equities. The game 
has changed since then and in a different way to other big 
bourses. Shares fell sharply, but by far less than New York 
and London. The market since has held up extraordinarily 
well — artificially so, in the view of some pundits. Yet the 


majority of brokers in Tokyo believe that if equities are in de- 


cline, Japan will perform better than elsewhere. 

Two reasons are advanced for this view. One is that the 
domestic Japanese economy is expected to continue to re- 
cover reasonably strongly in 1988. In addition, domestic sav- 
ings continue to pour into the life assurers and trust banks. 
That money does not have to go into stocks, but some will. 

No foreign broker is prepared to suggest there will be a 
strong rally in Tokyo in 1988, rather that the TSE is a good 
defensive play. And that places the onus on the investor to 
look for attractive situations instead of simply picking any- 
thing blindfolded and sitting back to watch the market rise. 

The more tempting industries for this year remain the 
same themes as in 1987, namely those firms which benefit 
most from strong domestic demand: retailers, food and 
drink, and construction. Pulp and paper is another business 
that could outperform the market and it has p/e ratios consid- 
erably lower than the market average. 

Railway stocks are expected to do well, with bits of Japan 
National Railways beginning to go on sale, perhaps as early 
as 1988. Export-sensitive sectors like electricals and trans- 






























































All Asian exporters are increasingly vulnerable to a US 
| recession or further currency turmoil which may bring big 
` shocks. And South Korea and Taiwan are still into high p/e 
territory, which may be familiar to Japan but is new to them. 
One exception may be Thailand which is 30% off its high, 
and though still 24.74% above a year ago offers 6-7% di- 
vidend yield stocks and a slightly undervalued currency. 

If the Tokyo market does finally crack, it will cause re- 
verberations around the world — particularly in Asia. Gen- 
erally, the past year’s enthusiasm with Japan and the NICs, 
and disenchantment with the US, suggest that there is now 
a lot more to go for on Wall Street than most other mar- 
kets. The time may not be yet ripe for New York, as investor 
|. sentiment has to recover and prices fully adjust to the possi- 
bility of a recession badly eroding corporate profits. But out- 
side the service and real-estate sectors there are sound yields 
and potential for growth. The benefits of a cheap currency 
will come home sooner or later. Europe faces the opposite 
problem. Its share prices are low by world standards, but its 
overstrong currencies are a big deterrent. 

Australia is badly in need of the commodity-price recov- 
ery, without which the currency will remain weak and the 
economy hamstrung by foreign debt. It has yet to absorb fully 
the consequences of having so many overstretched entre- 
preneurs who tried to cut figures on the global stage. Austra- 
lian dollar bonds, on the other hand, may offer attractions. A 
recession would make the yield very appealing. 

Other bond markets, however, may at best stagnate until 
there is better evidence of recession, or less danger of infla- 
| tion. Many believe that the tighter money conditions which 
sage os precipitate the crash will have to be restored. 

here has been little sign of a mad rush into commodities. 
But there has been some genuine demand pressure in indus- 
trial raw materials and base metals such as rubber and copper. 
Without a US recession, further tightening of supplies is 
likely and fears of recession may hold producers back from 
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> WALL STREET: Analysts appear to be taking a remark- 
ably sanguine view of Wall Street’s prospects in 1988 given the 
severity of the market crash in October and the host of prob- 
lems still confronting the US economy. While acknowledging 
the possibility of a recession in the US in 1988, they prefer to 
concentrate on the “value” which they see in Wall Street 
stocks at current price levels. 

“The fall on Wall Street has returned value to the equity 
market,” said an analyst with one leading British broking 
house, while a Wall Street analyst expressed similar views to 
the REVIEW, pointing to resilient corporate earnings in the 
US. (Stripping out poor bank results, US corporate earnings 
growth for 1987 will look good.) Analysts differ though, over 
whether the best buys at this stage of the game are “defen- 
sive” or more “aggressive” stocks. 

Investors should avoid defensive situations like re- 
tailers and go for export-oriented stocks in areas such 
as computers, metals manufacture and even cars, says one 
camp. Japan apparently is buying Caterpillar tractors quite 
heavily (taking advantage of the low US dollar) and a 
number of analysts favour that stock. 

Another camp says that defensive, recession-hedge stocks 

are the thing to go for — maybe utilities or forest products. It 
depends partly on the view taken of where US interest rates 
are likely to go. 
» LONDON: Here again the “value” argument is being 
pushed hard, albeit with more justification given the sounder 
underlying state of the British economy compared to the US. 
An average p/e ratio of 10.5 for FTSE 100 (Footsie) index 
stocks looks more attractive than Wall Street too, especially 
when supported by yields of 4.75% on-average, 

One of the things that knocked the London market for six 
after 19 October was the sheer volume of US selling of British 
equity assets (or just about every form of foreign paper asset 
































re-opening facilities closed during the long period of depres 
ed prices. That has already happened with copper, whi 
recently surged over US$1 a lb for the first time since 1980 
The demands on Japan and West Germany for stim 
hide the fact that industrial production int 
NICs has been growing steadily and may soon 
on other commodities such as aluminiu d 
foodstuffs have begun to show life as subsidies : 
trial countries have stabilised, and output g n C 
India and Southeast Asia have been halted or reversed. 
Although no 1979-style boom is in sight, some commodi 
prices may continue to play catch-up, even in the face of pos 
sible recession. Commodities, generally, may outperform 
gold, held back by growth in output. 
It is the end of a tumultuous year that has put investors 
back where they began 12 months ago — if they were lucky. 
Popular psychology as expressed through the advertis 
ments of unit-trust promoters, is on avoiding loss. This sent 
ment, which differentiates the bull from the bear market; is 
likely to be the tone of 1988. That does not mean to say that 
there are any fewer opportunities for making — or losin 
money. $ 
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REVIEWTABLE by Barry Lee 


for that matter). That will not happen again, even if Wall Street 
goes into further serious decline, simply because the major. 
US positions in British equities have now been unwound. 
_ That is not the only bit of “restructuring” going on in the 
London market, according to UBS Phillips & Drew. There is 
a major stock shift taking place between those who played 
the “performance game” before the crash and long-tern 
cautious investors who now see good value in the mark 
Merchant banks, aggressively managing pension fund 
into the former category and the likes of Scottish investment. 
institutions into the latter. cas 
That will still leave the individual unit-trust investors, w 
in 1987 had become a significant net buying force (in term 
new cash flows if not of total equity stock held), largely 
sent from the market in 1988. Unit-trust investor psychology 
was badly battered in the crash and analysts fear tha Re 
small man’s memory will be long. ee 
Even so, with a dearth of new issues coming into the B 
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ish market at present, and with no new privatisation issues 
cheduled for the first quarter of 1988, there could be upward 
ressure on prices. P & D says the Footsie index (standing at 
1,624 on 10 December) will rise back to around 2,000 in 1988. 
London does look to be underpinned by fairly strong fun- 
_damentals. Expected growth in corporate earnings for 1987 
as a whole suggests a prospective average p/e of 9.5. 
Favoured stocks include general industrial conglomer- 
ates, though some analysts who believe that the US dollar is 
“now close to its floor suggest dollar-oriented plays such as 
-British drugs and chemicals producers. Jaguar (which ex- 
„ports heavily to the US), is another favourite for 1988. 


>. HONGKONG: Rarely has the Hongkong stockmarket out- 
_ look appeared more shrouded in uncertainty than at present. 
` The options appear profoundly contradictory: US recession 
“or inflation, a falling or a rising US dollar. The effects would 
«touch on Hongkong in different ways, and market analysts 
_ forecast a wide variance in the Hang Seng Index in the next 
12 months, ranging from 1,500 to 3,000 points. 
<o Even the pessimists concede that a short-term rally in 
‘Hongkong equities can be expected in early 1988. But the 
crucial issue remains the economic outlook in 1989. If a 
_ severe recession looks the most probable, and Wall Street 
‘continues to slide, then Wall Street-tied Hongkong would 
low suit. 
The local economy is also strong. Construction and infra- 
tructural spending is surging, home demand is buoyant 





ona prospective multiple of less than 10 times’ earnings, even 
allowing for slower profit growth in 1988. Hongkong stocks, 
having fallen further than most, are set to rebound faster. 

- Against all this is the negative drag of sentiment and 
short-term technical factors. In particular, foreign selling 
now represents something of an Achilles heel. 

Corporate earnings could rise from 12% to 20% in 1988. A 
large portion of property-investment and development-com- 


likely to gain from lower oil prices. There must also be hope 
that the Davison Committee, which is investigating the struc- 
ture and. workings of the stockmarket, can play a valuable 
role in restoring confidence. Severance of the US dollar link, 
while adverse in the short term, might help in the long run. 
_ » SEOUL: Politics drove the Seoul market in 1987. Funda- 
mentals — which were good — seemed to matter less to trad- 
_ ers than political liberalisation and the impact of on-off curbs 
_ on institutional investments. South Korea’s market gained a 
stunning 83% in 1987 (through the first week of December), 
but investors moved into the year’s final days with the taste of 
ashes in their mouths, because an expected pre-election rally 
during November and December never got off the ground. 
-While the stockmarket crash left Seoul’s protected mar- 
ket largely unscathed, it sent a warning that prospects for 
South Korea’s export-oriented economy might be dimming. 
Speculative financial and construction stocks led the mar- 
ket, confounding analysts who predicted that blue-chip 
~ manufacturing stocks would be dominant. Financial stocks 
tripled, with insurance issues up 196% and non-insurance fi- 
> nancials surging 217%. Half a dozen other sectors — con- 
struction, both ferrous and non-ferrous metals, paper, rub- 
‘ber and marine transportation — more than doubled. 
> TAIPEI The Taiwan stockmarket ended 1987 on highly 
| volatile and shaky ground following a meteoric 349% rise 
< from its 5 January opening at 1,039.11 to its all-time peak on 
1 October at 4,673.14, and then the loss of 47% of its value in 
six weeks. 
Still, the market was up 165% on the year at 8 December 



























as solid economic growth of 11.6% and high liquidity in the 
banking system caused investors to rush into stocks. 
The market’s fortunes since that time seem increasingly at 
the mercy of small investors and government efforts to prop 
up the market. Investors in 1988 are likely to be affected by 
news of economic slowdown as the appreciating NT dollar 
and recession in the US, Taiwan’s most important market, 
push economic growth down to near 7%. 

Market growth next year should be flat or even negative, 
depending on the severity of recession in the US, but the 
index’s current dips and turns make certain only that volatil- 
ity in the early part of the year will remain high. 

Domestically oriented businesses, such as cement, con- 
struction and foods, are expected to perform better than the 
dominant export sectors. Blue chips offer the best chance for 
weathering the storm, and among them high value-added 
electronics firms as well as petrochemical and plastics con- 


cerns. 

>» SINGAPORE/KUALA LUMPUR: The bull run had 
only really begun in January 1987, but it was brought down 
with all the others less than nine months later. New converts 
to the cult of the equity had barely had time to respond tothe | 
idea of never-ending growth before Black Monday forced 
them back into their familiar post-Pan-Electric depression. | 

As it turned out, the fall in the value of stocks on both ex- 
changes was much more severe than the 30% drop after the 
December 1985 collapse of Pan-Electrie. Fraser’s Industrial 
Index of Singapore stocks started in 1987 at 5,391.37, soared 
to a record high of 8,628.34 on 25 August and had slumped to 
4,195.52 by 7 December. Fraser’s Index for Kuala Lumpur 
showed an identical pattern: 2,948.91 at the beginning of 
1987, up to a record high of 5,261.97 on 25 August and down 
by more than 50% to 2,578.18 on 7 December. 

The reason why the peninsular exchanges have suffered 
more than their counterparts elsewhere in Asia seems to be 
due to the foreign institutional buyers. Foreign funds were 
the first to sée the potential of the stockmarkets in Singapore 
and Kuala Lumpur towards mid-1987 and started buying 
heavily into quality stocks. They were also the first to dump 
their holdings in response to the crash on Wall Street, prefer- 
ring to keep their holdings closer to home where they can 
keep an eye on them. 

As a result of the crash, bargains are easy to find for those 
brave enough to venture back into the markets. 




















































> BANGKOK: Despite overall econcmic signs foretelling 
steady growth for the Thai economy in 1988, the Securities 
Exchange of Thailand (SET) in mid-December held to the 
downward path started on Black Monday. The sell-off by for- 
eigners, though pretty much halted, had been replaced by || 
local investors’ sales as they realised a market recovery was. | 
not imminent. Offers of 7-9% interest on savings and time 
deposits drew funds away from the market. 

Yet, with prices in many cases just slightly above those of | 
January 1987, it is apparent that quite a few investors are 
poised to return when a bottoming-out is perceived. The dif- 
ficulty is that there are still a number of shareholders who, at 
the first hint of an upturn, are selling off holdings. This 
spectre had government officials at the end of the year 
mulling over various strategies to support the market. 

This settling process is likely to continue through the first 
quarter of 1988, but it is difficult to see how the. SET index 
will fall below the 200 level (250 on 16 December; 472 at its 
peak in October). At 200, where the market began 1987, 
yields on major blue chips, such as Bangkok Bank, ‘Thai 
Farmers Bank. and Siam Cement, would outpace the best 
local deposit rates. Moreover, savings and deposit rates are 
forecast to lose 1-2 percentage points by mid-1988, making 
market yields a solid attraction. An additional attraction will 
be the strength of the baht, which was appreciating against 
the US currency at the end of the year. 



































» MANILA: Share prices reached record highs in July but 
fell sharply in late August because of political uncertainties. 
A coup attempt on 28 August cast doubt on the stability of 
President Corazon Aquino’s government, overshadowing 
the generally favourable economic fundamentals. 

By 8 December, the total volume of business on the two 
stock exchanges had reached 301.06 billion shares, a 423.9% 
increase Over 1986 levels. Total turnover soared 171.5%. 

The July bull run was fuelled by 5.1% real GNP growth in 
the first half, which improved prospects for local industries. 
Foreign buying was also a big boost. However, because of the 
limited number of attractive issues among the 136 listed 
stocks, investors flocked to only about a dozen counters. 

Mining issues are expected to continue to attract interest 
in the coming months, given the strength of metals prices in 
the world markets. Metals prices are already well above local 
operating costs and many Philippine mining companies are 
forecasting favourable results. However, frequent power 
cuts and labour unrest could hurt the industry. 

Oil stocks rose sharply in z — 








tive investment in such stock 
turns. 


s should give respectable re 








The guide for 1988 is back to basics: companies which — 


make products and perform services. 


well below net asset backing, 


With many share prices _ 
brokers insist there are good 


pickings and emphasise companies with offshore invest- 
ments and/or strong export competitiveness. Most of the 10 i 
top companies by capitalisation are in that class. ; 


Forestry, for which some in 


high, is one sector singled out 








the third quarter as drilling 
activity increased. They 
slipped back towards the 
end of the year when it be- 
came clear that no major oil 
| strike was in sight. More 
|. drilling programmes are ex- 
| pected to be announced in 
| 1988. 
_.. Brokers expect the mar- 
>ket trend to become clear- 
er by the middle of 
1988. 
» AUSTRALIA: Markets 
roared ahead from the start 
of 1987, with the over- 
all indicator, the Austra- 
lian All-Ordinaries Index, 
rising constantly through 
record territory from 
1,473.2 on the 2 Janu- 
ary opening to a peak of 
2,307 on 21 September. 
Continued local takeover 
activity was backed by 
widening overseas inte- 
rest in Australian stocks, 
encouraged. by a strength- 
ening Australian dol- 
lar. 

Both the dollar and the 
sharemarket were falter- 
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ing by early October. The n 

strong raider presence worked against Australia when the 
global crash came, with the All-Ordinaries falling 515 
points to 1,549 on 20 October. With short-lived rallies 
on good overnight news from New York and London, 
the plunge continued to a low-point of 1,151 on 11 
November. A desultory lift had the All-Ordinaries 
around 1,220 in early December, putting it back to the 
third quarter of 1986 in terms of the four-year bull 
run. | 
With fears of world recession moderating in the weeks | 
after the crash, Australian brokers were cautiously suggest- 
ing the market had bottomed and that a creep upwards could 
be expected. 

The huge fall in prices has doubled dividend-price ratios 
in many cases to 5% , which if combined with tax imputation on 
dividend income gives much higher after-tax returns; forsome 
individuals it has effectively doubled. Analysts now recom- 
mended soundly managed resource and industrial stocks. 
Gold stocks were still 26% above start-of-year levels. Selec- 
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1988 much transformed, instit 


started in 1987. Corporate members 


seats alongside the traditional i 


needed note of professionalism. Regulators have shown : 
themselves ready to counter ramping ploys. 

A spate of new bank-sponsored mutual funds will be 
launched in 1988 in a bid to lure back small investors and the 
rural rich, who were scared off by the boom and subsequent 


crash of 1986-87. 


India’s stockmarkets showed themselves 


mune to Wall Street’s tremors, 
ward drift as the rest 


| Nevertheless, the foreign financial institutions and Non-Re 


sident Indians who invested in 


fund to date, bid the units down to half their net asset value in 


a belated reaction to Black 
squelched plans to launch new 
don, New York and East Asia. 


> BOMBAY: Indian stockmarkets seem certain. to finish | 


ternational product prices are | 
by brokers, but only where — 
companies do not depend | 
on the local market. Pro- | 
cessed food and drink is — 
another. One caveat: the | 
New Zealand dollar. There 
is an almost universal ex- 
pectation that it will fall in 

















> JAKARTA: When Asian 
stockmarkets tumbled fol- 
lowing Black Monday, the 
Jakarta stockmarket regi 

tered a modest increase: 
One reason for this curious 
resistance to global condi- 
tions is simply that the 
Jakarta stock exchange is 
governed by regulations 
which only permit a four- 
point movement in stock 
prices in the 24 listed stacks. 
It also remains impossible 
to trade in international 
stock. Plans to increase the 
volume of listed stock and 
facilitate trading by the in- 
troduction of an over-the- 
counter system continue to. 
be discussed. The inter- 
nationalisation of the market. | 
also is under-discussion and a 
this ultimately would enable | 
foreign shares to be traded. 
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Caution 


Phe bull market came to an abrupt 
vend in October 1987 and so did the 
igh-flying performances of the brokers 
who selected the REviEw’s share 
_ portfolios for the Year of the Rabbit. 
Brokers have selected somewhat 
cautiously for 1988, reflecting the arrival 
of the bear and a return to value and di- 
vidends. 

On the credit side of the 1987 ledger, 
Asia Securities Taiwan portfolio 
showed almost a 100% increase. But 
ven this was tainted by an 181% in- 
rease in Taiwan's weighted index; 
~Jargely a result of an unprecedented rise 
in. bank counters which are heavily 
yeighted in the index. Similarly, the 
uth Korean selections rose nearly 
0% ona Composite Index increase of 
Vios 

~The 1988 portfolio selections for the 
JS will be published in the January edi- 
tion of WHERE TO PUT YOUR MONEY. 





APAN 
ippon Oil (¥1,110): Prospects good 
Y rating over the next year based 
n expectations of acquisitions of major 
srseas exploration concerns coupled 
strong domestic-led demand. 

su (¥4,770): Japan’s only listed ad- 
ng company. The key to its suc- 
lies in the fact that its executives are 
Iso'shareholders. Billings are being re- 
ceived at twice the speed of the indus- 





mitomo Marine And Fire (¥1,180): 
ith the fever having left the financial 
ector and institutions underweight, the 
rice is nearing a long-term buy zone. 
Good fundamentals supported by fall- 
ng-loss ratios and rising coverage de- 
mand. | 

_ Nagase (¥1,340): A trading company in 
i state of major transition. The most in- 
resting developments concern phar- 
maceuticals with the emphasis on aids 
d cancer, A cheap sound company 
sfiting from the stronger yen. 

Sakai Heavy (¥847): Economic growth 
in Japan is impacting positively on earn- 
ngs. We expect the current demand 
situation for the company mainstay pro- 





























the next few years. Low multiple. 







-discs bode well for this front runner in 
- research technology. 


BRITAIN 





generative nature of much of- the 
group's activities, the balance-sheet has 
been unwinding and net debt is expect- 
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| 
| 
| 
f 
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takes over for 
brokers’ 1988 portfolios 


ers funds by year-end, giving consider- 
able fire power for cash acquisitions. 

Barclays (430p): A further round of 
exceptional LDC provisions is not en- 


visaged in 1988 and, consequently, ex- | 


pect pre-tax profits to almost triple to 
£1.185 billion in that year. 

Granada (260p): The recommended 
offer for Electronic Rentals will give 
Granada the scope to improve com- 
bined profit margins by consolidating 


both groups’ rental accounts through a | 


smaller number of retail outlets. 

Jaguar (271p): Growth is currently re- 
strained by production capacity rather 
than demand. Profits in 1988 are expect- 


| ed to be well ahead of the current year 








—W.LCARR - à ; 
|- Note: Figures indicate change from beginning of 
> December 1987. EN ; 












Daicel (¥760): The prospects that | 
-floppy discs will be replaced by optical | 


BTR (258p): Given the basic, cash- > 





ed to amount to only 13% of sharehold- o 


giving a p/e of 6 for 1988. 

Redland (365p): Although the group 
derives around 25% of its earnings from 
US activities it is not selling directly to 
the consumer, and benefits from a wide 
spread of activities. 

Saatchi and Saatchi (375p): Even if 
there is a showdown in consumer expen- 


diture, advertising revenue is unlikely | 


to come under significant pressure as 
past experience has demonstrated. 
— PHILLIPS & DREW 


AUSTRALIA 
Boral (A$3.40): Boral is regarded as 
one of Australia’s best managed indus- 
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BEVIEWOIAGRAM by Barny Lee and ivan Kwong 


“trial companies and the industry leader 
-in the building materials sector. 
-Coles Myer (A$5.60): Australia 


| The high levels of 1986-87 capital ex- 










’s lead- 
ing retailer controls more than 20% of 
the domestic market. Profit margins are 
expected to improve and net profit is 
projected to increase by about 20%. 
Brambles (4$6.66): Brambles is a di- 
versified services company. It derives 
about 50% of profit from European op- 
erations which are expanding rapidly. 
Pacific Dunlop (A$3.54): A diversified 
well-managed blue-chip industrial with 
leadership in most of its product mar- 
kets and well positioned to withstand 
any economic slowdown. The company 
has a strong balance-sheet. 

National Australia Bank (A$4.30): The 
three major banks (ANZ, Westpac & 
NAB) are headed for a good year with 
falling interest rates and strong deposit 
growth. NAB is the most cost-efficient. 
Western Mining Corp. (A$5.24): West- 
ern Mining is Australia’s leading gold | 
and nickel producer. The company also | 
has cash assets in excess of ASI billion | 
and is actively seeking undervalued re- 
source investments. — A.C. GOODE & CO. | 


NEW ZEALAND I 
Brierley Investments (NZ$2.02): While 
the value of investments has been 
eroded by the sharemarket crash, Brier- 
ley will continue to return a strong profit 
performance. Growth will largely focus 
on consolidating the large investment 
bases established in New Zealand and 
offshore. 

Fletcher Challenge (NZ$4.18): Fletcher | 
Challenge is reaping major benefits 
from its North American expansion. 


penditure will ensure future cost com- 
petitiveness and production efficiency. 
The international spread of operations 
will be beneficial should the New Zea- 
land dollar weaken. 
Goodman Fielder Wattie (NZ$3.20): 
Goodman Fielder Wattie is poised. for 
growth on the back of the merger of 
Goodman Fielder and Wattie Indus- 
tries. Profit performance is expected to 
improve following rationalisation of the 
operating divisions and offshore expan- 
sion. 
Ceramco Corp. (NZ$3.05): .Follow- 
ing the merger of Ceramco and Ben- 
don Industries the corporation has | 
moved from being predominantly a 
manufacturer with a production-led | 
strategy, to a marketing-led distributor/ 
manufacturer of .consumer products. 
Ceramco has a sound operating base 
with strong market shares. Australian 
and Asian expansion can be expected. 
Waitaki International -(NZ$1.65): 
Waitaki is a sound primary-production 
based company. While rapidly growing 
“sales levels are presently hampered by a 
high New Zealand dollar, recent re- 









-structuring and emphasis on a strong 


marketing and distribution structure 
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means Waitaki is well position- 
ed to counter the negative impact 
of the high exchange rate. 

— NATIONAL SECURITIES 


HONGKONG | 

Dairy Farm (HK$3.35): The 
company enjoys a positive net 
cash position, operates ina low- 
risk industry and promises steady 
medium-term growth — an at- 
tractive combination in the 
present uncertain economic cli- 
mate. 

Hong Kong and China Gas 
(HK$11.40): The company’s 
earnings are expected to grow at 
a compound rate of 30% per 
annum for at least five years as 
the expansion of gas supply into 
the New Territories continues. 
Hutchison Whampoa (HK$5.85): 
i " The group will enjoy good pro- 
| fitability from its huge Whampoa 
Gardens development in 1988, 
and its container terminals in 
Kwai Chung: The company is cur- 
rently oversold as underwriters 
unwind long positions acquired 
_ | after an undersubscribed rights 
“ob issue. 






















Asia’s largest commercial bank 
dominates the Thai banking sec- 
tor with 28% of all domestic 
loans. Loans grew by 14% i 
1987 and should expand by 18% 
in 1988. Priced below boo 
value. o 
Thai Farmers Bank (Baht 295): 
Interim profits were up by 65% 
over 1986. For all of 1987 a 1. 
figure for loan growth is ex 
ed, and for 1988 20%. Thi 
Farmers is concentrating on ex 
port-related business. | 
me age Padaeng Industries (Baht 250): 
“253% [| Thailand's sole producer of zinc o 
x ingots. Domestic sales account 
for 70% of output. A new zine 
alloy plant should boost profi 
by Baht 3 million a year. Assu 
ing zinc prices rise by 10% 
and the baht holds steady, 
should rise by more than 50%. 
Thai President Foods (Baht 602) 
Enjoys a strong local marketing. 
network due to its affiliation with — 
the Saha Pathana Group. Tha 
President's main. line, ins 
noodles, commands a 50% s 
of the local market. petina 
Dusit Thani Corp. (Baht 300): 


THE 1987 PORTFOLIO 
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Notes: Prices adjusted where relevant for bonus and rights 
f _.. Figures represent performance from 
“Performance based on Dec. 1986. 


f 


Swire Pacific ‘A’ (HK$12.80): 
With an astute sense of timing, 
Swire has managed to switch the 
emphasis of its property division from 
development to investment. 51%-owned 
subsidiary Cathay Pacific Airways 
should benefit from a surge in tourism in 
the wake of a weak Hongkong dollar. . 
Henderson Land (HK$3.45): The 
group has huge developments, primar- 
ily in the small- to medium-sized resi- 
| dential market, nearing completion. 
With a low level of borrowings and high- 
quality recurrent income, Henderson 
will perform well in the event of any 
property slump. 

Hang Lung Development (HK$4.12): 
Following the disposal of its investment 
properties to, and the reduction of its 
holding in subsidiary Amoy Properties, 
the group has considerable surplus cash 
¿| resources. Hang Lung should outper- 
| form the property sector as a whole. 

— W. I. CARR 


PHILIPPINES 

Philex Mining Corp. (P0.45): This 
stock will continue to be a star because 
of favourable copper and gold prices 
and profits derived from diversification, 
The company also has no debt. 

Atlas Consolidated Mining & Develop- 


benefit from high copper and gold 
prices. It will be the country’s biggest 
producer of copper in 1988. Bond Hold- 
ings of Australia is planning to buy debt 
and inject equity. Even if the deal does 
not go through, Atlas will still do very 
well. 

San Miguel Corp. (296.50): Increased 








ment Corp. (221.50): Atlas will also | 
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domestic demand brought about by 
higher disposable incomes will mean 
added revenues for the company. There 
will be greater call for consumer goods 
produced by San Miguel. 


Philippine Long Distance Telephone | 


Co. (P132): Earnings, around 230 a 
share, are very good. The stock should 
continue to do very well. A bill pending 
in Congress on a simplified tax scheme 
for telecommunications firms will mean 


additional profits. The p/e ratio (less | 


than five times current earnings) is low 
by any standards. 


(P28.50): A steady revenue earner, it 
will also benefit from the proposed 
legislation to simplify taxes. This stock 
was the only one that went up during the 
bearish conditions preceding the Feb- 


| ruary 1986 revolution. 


Philippine Realty & Holdings Corp. 
(P1.18): A relatively new property- 
development company that has started 
a major project near the ADB head- 
quarters. The company has the poten- 
tial to become one of the biggest prop- 
erty companies in the country. 

— |. ACKERMAN & CO. 


THAILAND 

Siam Cement (Baht 1,065): Still the 
core holding in any Thai portfolio, Siam 
Cement is enjoying a local construction 
boom with more than 65% of the ce- 
ment market. Net profits in 1987 should 
be up 70%- = 

Bangkok Bank (Baht 275): Southeast 
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Corp. | 


beginning of January to December 1987. 
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| jected growth in traffic and capacity, en: 


| gins on account of increasing liquidity 


| and loan repayments, while forex gain 
are chalked up on well-hedged 








The company has expanded 
hotel network. As the’ 
tourism-related offering on 
stock exchange, Dusit Thani. of 
good opportunity to participate in the 
tourism boom, Thailand’s largest fo 
eign-exchange earner. — JAMES CAPE 


SINGAPORE/MALAYSIA foes 
SIA (S$8): A premier airline domiciled 
in the world’s highest growth region, 
1988 earnings are bolstered by pro- 


hanced by improvements to infrastru 
tural support with the addition of ase 
ond terminal at Changi Airport. The ar- 
rival of the new B747-400 fleet, by end | 
1988, will translate into added dexterity. 
for long-haul flights and greater fuel ef- 
ficiency. ea 

DBS (S$7.75): Being the largest bank in 
Singapore, 1988 earnings should remai 
buoyant, aided by lower specific provi 
sions, growing loan demand from th 
manufacturing sector and better mar- 


An additional attraction lies in the 
growth prospects of its burgeoning fee 
based activities, particularly in view of 
the government’s privatisation propo- 
sals. pte 
MISC (M$4.26): Its major attraction 
lies in the guaranteed tax-free revenue : 
derived from a 20-year LNG charter] 
contract to Japan. The impact of a weak : 
US dollar on profits is minimised - 
through the matching of revenues 
against US dollar—denominated. cost 


French — 
franc loans. ape 









































































































Dev. (M$1.65): Endowed with a 
ast land bank in prime locations, its 
urrent price represents excellent in- 
estment value, and a significant dis- 
count to market net asset value. 

Avimo (M$2.70): Already well-arm- 
| ed with contracts spanning the next 


ured by a projected annual growth of 
% for the opto-electronic industry. 
This has been enhanced by the trend to- 
< wards nuclear disarmament and the em- 
phasis on conventional warfare. 

KLK (M$2.24): A major beneficiary of 





Samsung Electronics (Won 30,200): As 
the largest consumer electronics maker 
in South Korea, high growth will be 
continued in 1988 due mainly to a 
strong yen. Foreign investors will show 
growing interest as the Samsung's 
s are converted into stock in 1988. 
Daewoo Corp. (Won 10,010): Daewoo 
ill emerge as a forerunner when South 
‘Korea expands trading with communist 
countries. The Summer Olympics in 
1988 will provide the momentum for the 
expansion of trade with Eastern bloc 
countries and China. 

Hanil Development (Won 11,000): 
Domestic construction activities will 
continue to be brisk in 1988 and over- 
seas markets should recover from the 
jong slump. Hanil is the most stable 
verseas contractor in South Korea. 
Shinsegae’s (Won 28,600): Marked 
domestic sales growth is expected be- 


Olympics. South Korean consumers 
are tending to use department stores 
‘rather than traditional markets. 

Busan Bank (Won 13,600): As a finan- 
cial centre of a local district, local banks 
will grow considerably in years to come. 
Gradual implementation of local au- 
tonomy and a growing need for foster- 
ng the local economy will provide fer- 
tile soil for local banks. Busan Bank is 
“the largest local bank. 

Lucky Securities (Won 41,100): The 
domestic securities market continues to 
show rapid development. The capital- 
market liberalisation will proceed 
somewhat faster than scheduled. Lucky 
is the second-largest securities firm. 

— SSANGYONG SECURITIES 





TAIWAN 

Pacific Construction (NT$59): Pacific 
Construction will benefit from the con- 
tinued growth in the domestic construc- 


three years, Avimo’s prospects are sec- | 


causé of the general elections and the | 





| dollar. With construction activity ex- 





tion industry. We expect earnings per 
share of NT$3.40. Pacific has entered 
into several long-term lease arrange- 
ments to provide steady recurring in- 
come. 

Pacific. Wire (NT$38.10): Increased 
domestic demand for wire and cable 
products means Pacific should be unaf- 
fected by the appreciation of the local 


pected to grow we forecast solid profit 
margins. Earnings per share is pro- 
jected at NT$2.60. 
United Microelectronics Corp. 
(NT$65): With a new VLSI factory 
coming on line, UMC’s profit outlook is 
promising. Having one of the more con- 
servative balance-sheets in the industry, 
UMC will be able to utilise any econo- 
mic downturn to aggressively expand its 
market share. Projected earnings per 
share of NT$3.50. 
Chung Hwa Pulp (NT$56): Interna- 
tional prices of paper pulp are expected 
to remain well-supported for the next 
two to three years, providing Chung 
Hwa Pulp with steady earnings. Chung 
Hwa will also be better able to meet the 
growing domestic demand for special- 
ised papers. Projected earnings per 
share in 1988 of NT$4 a share. 
Charoen Pokphand Feedmill 
(NT$57.50): Transfers of management 
expertise from Pokphand’s Thailand- 
based parent are expected to bolster 
Pokphand (Taiwan)’s already strong 
position in the Taiwan feed market. 
Earnings per share is projected to reach 
NT$2 in 1988. 
Taiwan Glass (NT$62): A defensive in- | 
vestment, Taiwan Glass is a conserva- 
tively managed company with a strong 
record of past performance. Earnings 
have been steady and, with over 70% of 
its sales in the domestic market, the rise | 
of the NT dollar is not expected to ad- 
versely impact earnings. In addition the 
company has embarked on a long-term 
expansion programme. Projected earn- 
ings per share NT$3.60 a share in 1988. 
— ASIA SECURITIES 


FRANCE 

Air Liquide (Ffr 486): The relatively 
high p/e (15 times prospective earnings) 
of this stock is justified by the anti-cy- 
clical nature of France’s dominant 
supplier of industrial gases. Earnings 
visibility is also strong despite the antici- 
pated capital injection for the group’s | 
recently acquired US subsidiary. 

BSN (Ffr 4,070): A leading European 
food and beverage group, BSN gener- 
ates some 70% of sales from its French | 
base. A prime defensive holding. 

Sanofi (Ffr 501): A high percentage of 
sales are from pharmaceuticals (56.6%) 
with a limited exposure to the US 
(11.2%). Given its guaranteed dividend 
policy, Sanofi currently yields 5%. 
Thomson CSF (Ffr 682): Claiming 
40% of the French market, CSF derives 











83% of turnover from defence electro- 


nics in France and in parts of the Mid- 
dle East where the group is traditional- 
ly strong. Standing at a 35% discount 
to the average French market p/e. A 
classic defensive hedge against an eco- 
nomic downturn. 

UAP (Ffr 200): The spectre of privatisa- 
tion has been lifted from- France’s 
largest proprietary life and general in- 
surance company. Standing on a 40% 
discount to net asset value, the group 
derives 75% of business from the 
domestic market. 

Bongrain (Ffr 2,190): One of France’s 
leading cheese producers, Bongrain 
sells more then half its vast range of 
cheeses to the domestic market, fol- 
lowed by other European markets. The 
group offers good eamings visibility and’ 
anti-cyclical qualities. — JAMES CAPEL 


WEST GERMANY 


BMW (Dm 416): Unlike some of. e 


BMW’s compatriot car manufacturers, 
the company has a strong model-de- 
velopment programme which is altering 
its revenue base. Such products give 
BMW a flexibility over its pricing deci- 
sions, and though the dollar will con- 
tinue to influence the share price one 
should not forget the improvement in 
the company’s underlying profitability. 

Linde (Dm 498): As one of the best 
managed companies in West Germany 
and with a small overseas exposure, 
Linde is the quality engineering stock. 
The company enjoys a very healthy 
order book. The breakdown of business 
covers a range of non-cyclical activities 
such as industrial gases and refrigera- 
tion systems. 

Nixdorf (Dm 540): The best European 
DP company. Nixderf’s strategy of of- 
fering only integrated hardware and 
software solutions will insulate it from 
increasing competitive pressures. 

RWE (Dm 218): It is both a holding 
company and a preduction company. 
As the latter it supplies some 30% of 
total West German electricity require- 
ments: a profitable albeit dull activity. 
The shares stand at a discount to its net 
asset value. RWE offers the domestic 
investor a gross yield of 5.7%. 


| Veba (Dm 266): West Germany’s sec- 


ond-largest industrial concern. Veba 
has reduced the cyclical aspect of its ac- 
tivities — it disposed of its fertiliser busi- 


ness in 1985 — over the past four years ` 


and now has a solid base from which to 
achieve earnings growth. Veba enjoys a 
gross yield of 5.7% and holds extensive 
hidden reserves in its balance-sheet. 

Schering (Dm 360.50): Schering’s high 
exposure to drugs, relatively low expo- 
sure. to the dollar and strong. balance- 
sheet make it less vulnerable to current 
uncertainties in the world. Although the 
company sits on a high multiple (14.5 
times in 1987) it offers good earnings 
visibility into 1990. — JAMES CAPEL 






































Gold will determine how 
precious metals are 


By Anthony Rowley in London 

Ans agree that gold prices will rise in 1988 but differ 
widely on how far. Individual analysts will offer precise 

predictions that the gold price should average, say US$495 an 

ounce in 1988 compared with US$440 in 1987 but, in the next 

breath, will concede that the price could go to US$600-700 or 

even US$800 an ounce next year. 

The fact is that no one, least of all precious metal analysts, 
who are usually too busy monitoring physical supply and de- 
mand factors to notice how investment demand is develop- 
ing, can say just how investor psychology towards gold and 
other precious metals will develop in the wake of the October 
stockmarket crash. 

There is general agreement among market analysts that it 
was sales of gold by individual and institutional investors to 
cover their stockmarket liabilities, which prevented the price 
soaring through US$500 an ounce in the immediate after- 
math of the crash. They dis- 
count the theory that central- GOLD 
bank sales in support of US- [7 
dollar purchases was a major eres 
factor restraining the gold 
price. 

Gold holdings form so im- 
portant a component of cen- 
tral-bank reserves that it 
would be perverse of them to 
sell in order to support the 
dollar, it is argued. For the 
Same reason, analysts and 
dealers are sceptical of the 
idea that the US Federal Re- 
serve would bow to pressure 
to sell gold in order to pre- 
vent the gold price rising to a 
point where it appeared to 
presage renewed inflation 
and rising interest rates. 

The truth of such arguments cannot easily be tested given 
the opaque nature of central-bank operations in the gold mar- 
ket. They usually operate through acomplex network of brok- 
ers and other intermediaries making it almost impossible to 
determine who is selling or buying. The economic arguments 
in favour of central bank sales to finance dollar-support opera- 
tions or to influence exchange and interest rates seem rational 
enough. But the market does not subscribe to such ideas. 

The market favours the theory that distressed portfolio in- 
vestors have been the principal factor restraining gold prices 
in the final quarter of 1987 — plus the fact that many produc- 
ers sold forward in the futures market to lock in the higher 
Prices seen towards the end of the year. 

Another factor cited to discredit the idea of central-bank 
disposals is the fact that many countries are about to launch 
new gold-coin issues and that they have a vested interest in 
keeping the gold price up for that reason if no other. The US 
Eagle issue is one case in point. Others are the British Britan- 
nia coin, the Australian Nugget, the Canadian Maple Leaf 
and so on. 

None of this is likely to prove crucial to the gold price in 
1988. What will is investor demand or hoarding. This is by no 
means the dominant factor in physical terms — in 1986 for in- 
stance fabricators consumed almost 85% of the 1,967 tons of 
new gold supplied to the market from all sources and hoard- 
ers (the bulk of them outside Europe and North America) 
took up only the residue. 
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| mained steady. Fabrication 


offtake in other parts of t 


The gold price has hardened somewhat in yen terms re 
cently and the principal issues of coins in Japan are now com 
plete. So Japanese demand has not been so strong in 1987. 
But demand for other gold-coin issues in North America and 
Europe as well as Australia is taking up much of the slack and | 
will continue to do so next year. . 

Generally demand for gold in fabrication uses has been | 
softer in 1987 — usage in jewellery being one example andin 
dentistry. Electronics industry offtake has, however, ré- 
demand could be expected to _ 
weaken in conditions of economic recession, but that might © 
well be offset by the hoarding of gold as a hedge ifinflationis — 
perceived likely to accompany any recession. fe a 

On the supply side, production by South Africa, the | 
major producer has been falling, reflecting problems with | 
mine labour. And there is a tendency to produce lower | 
grades when prices rise. Rising production in North America | 
and Australia is likely to more than offset the fall in South Af- | 

rica however. š Bi 

Sales by the Soviet 
Union and its East Euro- | 
pean satellites in support of | 
grain or other purchases 
from hard-currency areas 
are another major- factor. 
They accounted for around 
400 tons coming on to the 
market in 1986, for instance: 
East bloc sales. are thought 
to have been. somewhat 
lower in 1987 though, and 
While there might be a 
temptation for them to sell 
more if prices rise in 1988, 
the hoarding instinct is | 
likely to override any desire | 
to cash in — except for a-l 
ae o bad grain harvest or some 

REVIEWGRAPH oy icky Huiandwankweng «= Other exigency. A SE 
Assuming that central banks remain only moderate net | 


sellers in 1988 as they are believed to have been this year, the |. 


remaining factor influencing the price will be what analysts | 
like to call “scrap” sales. This in fact means sales of jewellery 
and other gold items for rendering back into bars. The Mid- 
dle East has proved a prolific supplier of “scrap” gold 


| whenever prices rise quickly. And that is another factor | 


which has a strong effect on prices at the margin. 


B ut at the end of the day the key to the gold price in 1988 is 
likely to be how portfolio preferences develop among in- 
vestors. If the financial markets are seen to stabilise, the dol- 
lar to recover and bond markets : 
tive then gold could indeed trade in a range of around ` 
US$490-500 an ounce. (At its 
around US$490 an ounce, the gold price still had some catch- 
ing up to do in order to reflect fully the dollar’s weakness.) 
But if what chartists discern to be an unbroken upward 
trend in the gold price should be reinforced by a dollar free- 
fall, rising inflation and conditions verging on financial chaos, 
then gold could go through the roof. All the elements — from: 
rising inflation to a deteriorating third-world debt situation 
and from an intractible US budget deficit to fragile stockmar- 
kets — appear to be in place for such a takeoff, ones 
Gold shares and specialised gold funds took a pound- 
ing along with other types of e uity instruments during the 
recent crash and the need for gold-fund managers to 
























to remain relatively attrac- | 


early December level of | 
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GOLD.. . from page 45 AET 
ake sales of physical gold in order to finance unit redemp- 
tions was another factor holding down the gold price. 
Investment bank Shearson Lehman feels gold stocks have 
been over-sold because price-earnings multiples in the sector 
are generally low and because any upward movement in the 
gold price exerts highly geared upward pressure on mining- 
company earnings. (Those companies incidentally are cur- 
rently enjoying production costs averaging US$150-230 
» an ounce, so even a price of US$490 is very good news.) 
© Shearson feels North American, Australian and South Afri- 
can gold stocks are attractive now — in that order. 
. Silver, meanwhile, has failed to sustain the sharp price ral- 
_ lies it enjoyed in 1986. It is viewed essentially as a precious 
` metal, after a long period of being regarded as an industrial 
“metal. Nevertheless, its price has recently failed to reflect 
this enhanced status. Some analysts were predicting US$7- 
<10 an ounce between now and the end of 1988 with the possi- 
¿bility of US$15 an ounce. Now they are looking for some- 
- thing nearer US$4-4.50 with a possibility of US$6 in the short 
term. Where gold goes, silver is expected to follow. 
Platinum has been a relatively quiet market during 1987 
compared with the remarkable 63% rally in price it enjoyed 
in mid-1986. Platinum has seen a fairly sharp increase in mine 













_ same time, industrial demand has stagnated. Jewellery 
offtake has been firm but investor demand remains the key 
and analysts feel that the price could consolidate at around 
US$520 an ounce in the short term. 

The lure of precious metals should not distract investors 
< altogether from what is going on in base metals. Copper, 
lead, nickel, aluminium and, to a lesser extent zinc prices 
have all firmed of late. 

_. The copper price seems most favoured to go on testing 
“higher levels, though aluminium is also firmly underpinned 
‘by demand. Nickel is expected to show further strength. The 
lead price attracts more neutral expectations, however, while 
sentiment about zinc is generally rather bearish. Oo 
































Brighter outlook for 
palm oil and rubber 


-By Nick Seaward in Kuala Lumpur 


spe outlook for palm oil and rubber is looking consider- 
ably better now than it has for some years. Increased con- 
-sumption of rubber, coupled with strong demand for pre- 
mium grades of latex concentrate, has caused the rubber 
price to rise to its highest level since 1983. Meanwhile, dis- 
‘ruption of harvesting in Malaysia has recently pushed the 
palm oil futures price above the M$900 (US$359.30) a tonne 
mark. While this is still way below the M$1,050 average price 
of palm oil in 1985, it is a considerable improvement on the 
435 levels seen in 1986. 

Trading on the Kuala Lumpur Commodity Exchange 
-~ the only exchange in the world that offers a futures 
“contract in crude palm oil — picked up sharply during 
the first half of December and the price for March 1988 deliv- 
ry palm oil shot up to M$918 a tonne. Dealers said that they 
were beginning to detect some short covering and some 
speculative buying, based on the poor production fig- 
ures for November. If December also turns out to be a 
bad month — and heavy monsoon rain is expected — the 





| world markets could face a lower-than-expected sup- 
te ply. 

F Data compiled by Merrill Lynch in 1987 implied that 
| -stocks of the eight main edible oils were likely to fall below 
| their 10-year average by October. With consumption still on 











-supply (largely from South Africa) during 1987 while, at the | 





Through the eye 
but not the storm 


By Christopher Marchand in Hongkong 


Deri poor returns and shock waves from the October 
stockmarket crash, the US$10-billion Hongkong unit- 
trust movement is not going out of business. Instead, fund 
managers stress the need for caution in-1988, with the em- 
phasis on asset conservation. But differences still emerge be- 
tween those who favour equities and those who would hold 
| currency and bonds through the year. 

The more adventurous — such as Gartmore, GT and 
Thorntons — plump for Hongkong and Southeast Asian 
equities. Others, such as Fidelity, have opted for equities in 
countries with positive fundamentals and relatively strong 
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REVIEWTABLES by Ricky Hui 


an uptrend, it estimated that the ratio of stocks to disappear- 
ance during 1987-88 would fall to 10.9%, compared with an 
average of 11.7% in the 10 years since 1977. 

Rubber seems less attractive an investment than palm oil, 
even though it has performed particularly well in 1987. De- 
mand has continued to rise steadily and the successful conclu- 
sion of a second International Natural Rubber Agreement 
(Inra) in March 1987 has been a considerable cause for op- 
timism in the industry. In particular, the agreement on Inra II 
meant that the estimated 368,000 tonnes in the buffer 
stockpile would not be dumped onto the market. 

As it turned out, the price improved so much that) |. 
the International Rubber Organisation buffer stock 
manager started selling into the market for the first 
time during the first week of September: A total of 30,000 
tonnes is now believed to have been sold out of the stock- 
pile. 

Malaysian production of natural rubber is expected to 
have increased in 1987 by 3.8% to 1.6 million tonnes, or 36% 
of total world production. Indonesia, which is the world’s 
second-largest producer, is reported to have predicted that its 
production will be 15% down on 1986 levels, however. Over- 
all, the International Rubber Study Group is. predicting 
world natural rubber production in 1987 to total 4.47 million 
tonnes, compared with 4.37 million tonnes. in 1986. Con- 
sumption, meanwhile, has been forecast to reach 4:49 million 
tonnes. a as i 

Elsewhere, the outlook for soft commodities is not so 
good. Talks on the continuation of the International Cocoa 
Organisation failed in December, triggering a 9% drop in 
prices overnight to £1,040 (US$1,863.80) a tonne for March 
delivery. 
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currencies. Fidelity’s strategy 
is to look for returns in 1988 in 
Japanese and_British equities. 
Scimitar has chosen a fund 
with an international spread of 








UNIT FUNDS WORSE OFF THAN THE MARKET 












works through — and that the 


Nov confidence factor will be over- | 





come. Economic growth, while | 
less than in the past two years, | 
should also stay reasonably |. 








equities. 


robust. 





Thorntons and Scimitar 





“Probably after the next | 





also backed their gold funds. 


sell-off in the US dollar would 





Jardine Fleming and Wardley 


be the time to switch back into 





chose a greater component of 


equities. For most of 1988, 








bonds and currency holdings 


there should be a tradeable 





for 1988. Jardine Fleming 


bear market rally,” says 








has a strong profile in 


Gartmore’s Duncan Mount. 





bonds and a general spread 


He adds that another equities 





of holdings. However, Ward- 


crash might ensue in October 





leys’ Private Capital Fund in 
early December still re- 


1988, if the US is again forced 





tained a large holding in Far 


to tighten monetary policy 











around that time. 
of 





East and Australian equi- 
ties. 

These selections underline the widespread uncertainty 
at present as to the investment climate in 1988. Having 
blown the boom year of 1987, one certainty is that 1988 will 
prove a much tougher year in which to make money. The unit 
funds will have to compete much harder to attract funds. In 
turn, that could lead to cost-cutting exercises and a series of 
mergers between fund-management firms. 

Still, some unanimity of opinion — not necessarily a good 
thing if 1987 is any guide — is to be found. While no manager 
denies the birth of the bear post-19 October, the expecta- 
tion is that equities will record some upward bounce in the 
first part of 1988. There is fairly wide agreement that value 
exists in British equities, and possibly in West German and 
Japanese stocks. 

More controversial is the view that Hongkong, having 
fallen further than most, offers better value. The assumption 
is that the US dollar should stabilise — as the budget defi- 
cit falls as a percentage of GNP and the J curve effect 
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A counter school 
thought, which finds expo- 
nents in Wardley, Jardine Fleming and Scimitar (which with | 
Fidelity had one of the best track records in 1987), is that most 
equity markets will not record a major bounce in 1988. Even. | 
at 1,800 levels, Wall Street still looks overvalued on p/es.and | |) 
the Standard & Poor Index to book-value indicator, Sci- 
mitar’s Michael Lindsell argues. 

Further weakness on Wall Street could impact on the 
Hongkong and Singapore markets. Lindsell would look for 
value in equities in Britain and West Germany — with Japan 
as a “wild card.” He also backs gold as a hedge against infla- 
tionary fears, especially if the US Federal Reserve adopts a 
liberal money-supply policy. 

Thorntons’ Peter Everington echoes similar views on 
gold. He notes that earnings multiples on Australian gold 
shares range from three to five times on smaller companies, 
to just nine times on the blue chips. Everington is bullish on 
Hongkong equities in the early part of 1988. After that, he 
sees bonds and options gaining in appeal. In anticipation of a 
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“swing to these investments, 
Thornton has set up a Capital De- 
fenders Fund, which is await- 
ing ‘Hongkong Securities Com- 
mission approval. 

Wardleys’ Stephen Swift’s per- 
sonal opinion is that the market 
could drift down next year. Bear 
markets are not over in a month, 
` he says, and fear of recession in 
1989 could fuel further weakness 
“in equities markets in 1988. As a 

cautious investment, he em- 

-phasises bond holdings —— espe- 
cially convertible bonds which 
offer longer-term equity participa- 
tion — as these guarantee an in- 
come flow. 

Swift gets around the problem 
that rising rates next year might 
slash bond capital values by saying 
that bonds should be held for the 
longer term. He adds: “We're in 


but not the storm.” 


in the first 11 months of 1987. 
Indeed, a number of mana- 
gers chose. their worst-per- 
forming funds as their best. 
. By sector and order of im- 
“portance, the top six funds in 
the first 11 months of 1987 
were the commodity funds 
(basically gold), Philippine 
equities, sterling currency, 
sterling gilt, Japanese 
equities and British equities. 
Every. one of the Hongkong- 
“authorised funds selected by 
the unit-trust. was showing a 
loss. 
= Southeast Asian equities 
and Continental European 
funds were the choice of most 
managers in 1987. Gartmore, 
GT, Jardine Fleming, 
< Thornton and Wardley 
(through the Nikko Asia 
Fund, to be renamed the Asia 
Pacific Fund) opted for funds 
concentrating on Southeast 
Asia. That strategy was upset 
y the holocaust on Far East- 
ern stockmarkets. The fig- 
res look bad enough when 
measured in US dollar terms, 
“but are even worse when 
measured in sterling. The 
. Hongkong equity funds, for 
example, showed a median 
«decline of 14% in US dollar 
terms, but 34% in sterling. 
: GT and Jardine Fleming 
also looked for value from 
Western Europe. That choice 
foundered on a soggy West 
German stockmarket, which 
languished in a bear trend 
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Hongkong’s unit-trust gurus were asked by the REVIEW to 
. forecast their best performing funds in the coming calendar 
year. On that basis, not one savant selected his best fund in 
1987, and not one chose a fund in the top six unit-trust sectors | kong authorised fund whose returns were bettered by the 
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despite the export upswing. In- 
deed, even before the stockmarket 
crash, the GT Deutschland Fund 
had notched up an anaemic 1987 
gain of 5%. 

Currency and bond funds are 
likely to show the best gains in 
1987, in large part due to the declin- 
ing US dollar. Gartmore’ 's sterling- 
gilts fund rose 33.4% in the 11 
months to the end of November. 
Its yen-bond fund climbed 34.8%, 
which compared with a loss of 56% 


on its chosen Oriental Ven- 
tures Fund. Until the slide, 
Oriental Ventures had been 


among the top growth funds in the 
world. i 

Thornton’s sterling liquid- 
reserve fund has risen 33.5% in 
1987, while its two choices in 
Southeast Asian and Hongkong 
equity funds fell more than 30%. 


These figures suggest that an investor would have profited 


more in 1987 by keeping his money idle in a non-US dollar 


foreign-currency account 
management. 


rather than by seeking active fund 


Fidelity selected the Global Industries Fund, a non-Hong- 


MANAGERS’ RECOMMENDATIONS FOR 1988 


n Situations Trust 





Special Situations Trust 
$ US$290 million, growth, 
5.25%, 1%, £1,008 sterling. 


Seer om, oe 


ESR aoe Eton sina. | 


100% equities invested. in Britain 85%, Spain 
7%, Norway 5.5%, Australia & Canada less 


open, 
than 1% each. E 


pin}. 
cash in |- 
ee ot 
‘of Far 


ine Sa ning 
nvetraile 8%, J Sh Japan A r 


| East56%, Britain 10%. - 


European Trust, Japan Spe- 
cial Situations and the UK 
Situations funds. GT’s Asian 
funds were ahead of its 
Deutschland Fund, whose asset 
value has slumped in 1987. by 
an abysmal 40%. Save for its 
Hongkong fund, Jardine Flem- 
ing’s choices were its worst 
performers. The Wardleys 
Asean Trust fell by less than 
the favoured Eastern Trust. 
Wardleys did not opt for Japan 
or its Sterling Bond Fund — 
where it got its best results. 





pire, Strategy British Fund 
million, growth, open, 
Mat 1 if US$25,000. 








x 


| invested in British equities. 


Eauites oe cath 4%. Equities as % of tatai | 
fund: Thailand 33%. ae 


iy Singapore 39%, Mery 
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i x 05%, Er OoO stading a 


Hongkong equities 98%, cash 2%. Equities || 
i| invested as commerce 23%, banking 16%, | 


property 25%, hotel 10%. 


55% bonds, 45% cash. Ot bonde, sterling | | 
- 90%, Dm 30%, yen 30%. Cash 
and deutschemarks. 


When measured against 
the average market indices, 
the unit trusts’ returns are for 
the most part worse. InJ apan- 
ese equities, the unit trusts’ 





to 30 November was 26%, 
compared with a 40% gainin 
the Tokyo Stock Exchange 





| international Trust | 
| US$76 million, income, open, 
5%, 1%, US$1,000. 


50% equities, cash/bonds: 50%. 


Index. In British gilts, the 
funds’ median gain was 33.4% 
and that of the FT All-Stock 
Bond Index 43.8%. In Aus- 





30% equities, 27% US equities, 15% 


Japanese 
. || British equities, 10% Swiss, German & Dutch 
equities, 10% cash, 8% others (Australian 


tralia, the funds’ median re- 
turn fell 16.7%, the All-Or- 
dinaries Index just 1.5%. The 
funds also underperformed in 
West European, Hongkong 
and Singapore stocks. 














Private Capital Fund 
| US$28 million, income, open, | 
f §%, 1%, US$T,000. 











equi Equities 
investment, 40% in Far East & Australia, 20% 
deposits 





70%, cash 30%. Of 


- US, 30% Japan, 5 Europe, Cash 
and bonds in Dm 
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equities 


Better than average gains 
came from the funds’ median 
return in British equities of 
25.6% , compared with the FT 
Ail-Shares return of 21%. The 
US equities’ median return was 
a11.9% gain,ascomparedwith 
-a 2.7% decline in the Standard 
& Poor Composite Index. 


Kwong 


median return inthe 11 monehs: 














a _lesson of the Great Depression in the 
|- 1930s. The big mistake then was to con- 


| recession into’ depression. But in 

























Inflation worries 
for bond buyers 






ond sion-proof. But they are not inflation- 

pre ormance of bonds in 1988 will largely de- 
pend on ecession or inflation turns out.to be the 
theme of th s 





immedi: h into bonds after the October crash in 
equities was because the greatest perceived danger then was 


| recession. But in rushing into bonds, investors were protect- 


ing themselves from something that may not happen — 
not in 1988 anyway. Enough of the major governments of the 
world are determined to avoid recession. The US Govern- 
ment refuses to have a recession because it might prevent the 
re-election of a Republican president. 

The British and Japanese governments refuse to have re- 
cessions because they have succumbed to US encouragement 


< [7 to “take the responsibility for world growth off our shoul- 


ders.” Only the West Germans and Swiss are half-way ready 
to accept a recession (though they probably won’t need to). 


|. Thatis one of the reasons why German and Swiss bonds are 


among the more attractive. 

In general, world governments are too concerned to prop 
up economic growth. They are deter- 
mined to show they have learned the 
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| vestors switching from equities. They coul 












in 1987 and only 2.6% in 1986. The tide has turned on infla 
tion though few have noticed. 2 
How do international bond yields compare? The US long 
bond currently yields 9.2% , in Britain long gilts yield about9.3%, | 
in Japan the long-term bond yield is 4.3% and in West Ger- 
many the return is 6.6%. All these yields are above forecast 
inflation rates. They offer acceptable real returns for the time — 
being varying from 3% in Japan to 5% in Britain, But they. 
are all vulnerable to a change in perceptions. If investors 
come to believe that inflation is the main danger, not reces- 
sion, bonds could fall. Already the yield curve has subtly. 
tered. Yields at the long end have not fallen as much as yields 
at the short end. This is consistent with the beginning of afear._ 
that the short term binge of lower interest rates could bring: 
on a longer-term inflationary hangover. : 
Another vulnerability of bonds is comparison with returns: 
on equities. The end-1987 rise in bonds was partly due toin- 
i , and probably 
should, switch back. In West. Germany. the prospective 
equity yield of 4.2% is only 2.4 percentage points lower than 
the bond yield. In Britain too, the reverse yield gap is tc 
small. Dividends are still rising in Britain and the prospective 
yield is an attractive 5.5%. Only in Japan where shares yield 
almost nothing do shares not offer a major rival attraction. 
One way to stay in bonds but be protected against a re- 
surgence of inflation would be to buy British index-linked 
gilts. These are government stock on which the return 
amounts to the rise in consumer prices plus a small annual 
yield. At present the redemption 
yields on these stocks are such that 





a GOVERNMENT 
1 LONG-TERM 


tract the money supply when a reces- 


if inflation runs at 5% from now on, 
then the investor will receive th 
same 5% plus another 3.8%.. 





sion was already in place. That turned 


total return of 8.8% would be belo 





the 9.4% on ordinary gilts. Butifi 





avoiding the mistake of the 1930s they 
are in danger of repeating the mistake 


flation were to go higher, then so 
would the return on the index-linked 





of the early 1970s — trying to prolong 
growth beyond its natural business 


ts. ee 
Even index-linked gilts, though, 





cycle. In making growth such a domin- 


do not provide cast iron protection. 





ant priority they are pushing inflation- 


Sterling is vulnerable. It has been 





control into second place. Consequent- 
ly the biggest danger facing investors 
now could be inflation, not recession. 
If-so, long-term bonds are not such a good investment. 

One reason for fearing inflation is high money-supply 


-| growth. Money-supply growth rates in advanced countries 


are generally near or above upper target limits (except where 
targets have been abandoned). Sterling M3 in Britain has 
grown 22.2% in the past 12 months. Central Bank Money 
in West Germany has increased 8.2% in the year to the 
end of the third i hee Japanese M1 is up 10.5% on a 
year ago compared with a rise of 8.4% the previous year. 

A common assumption is that the equity crash has wiped 
out the inflation danger but it has not, especially now that 
governments are lowering interest rates, thus fuelling an 
economic fire that is already burning fiercely. 

True, the crashin itself has reduced the overheating/infla- 
tion danger. In the US, the National Association of Purchas- 
ing Management composite index has fallen from 61.8 to 
58.9.. But a reading above 50 normally indicates that the 
economy is still expanding. Orders for plant and equipment 
remain high. 

In Britain, wage settlements look like being higher than the 
previous yéar. In the public sector, wage rises are exceeding 
7.5%. In Japan, domestic demand growth is estimated next 


| year at 5%. Inflation is expected to go from a 0.2% to 1.3% 


— Still low but moving in the wrong direction. It could be just a 


| beginning. The Japanese Government, like. the US, is less 





ustere than previously. © : 
= Overall, stockbrokers Phillips and Dr 
in the OECD countries of 4.3% in 1988 cor 



















| to West German and Japanese bonds. 


very strong of late. The unofficial 
link-up with the Deutschemark has 
made some people regard it as being 
as good as the West German currency with a high yield 
bonus. But whereas West Germany has a current-account. | 
surplus, Britain has a growing deficit. At some point, sterling 
will have to fall against the Deutschemark. a 
The currency risk in holding dollar bonds is probably also 
too high, despite the fall so far and the extra yield compared 


But the attempts of Japan and some European countries 
to halt the decline of the dollar has created some problems 


| for those countries too. In selling their own currencies to 
buy dollars, they have increased the money supply of | 


Deutschemarks, yen and pounds. 
This has long-term inflationary dangers which are bad for 
bonds. If the governments neutralise that danger, they will 
do it by mopping up the extra money with issues of more 
bonds, which is bad for bond prices in the short term. i 
For those who want to play safe, the best bet is probably 
Deutschemark bonds. They have one of the highest real 
yields and West Germany is one of the few countries where: 
there is a large body of opinion voicing fears about the infla- 
tion dangers. But if one is going to be in Deutschemarks then 
West German equities are surely better value than the bonds. 
As for those bond investors who want a bit of a gamble 
they might try Australia. The yield is mouth-watering dt 
more than 13%. The yield is so high because the Australian 
current-account deficit is a hefty 4.7% of GDP while the in- 
flation rate in 1987 has been about 8.6%. But at least. the‘in- 
flation rate is going down instead of up, unlike elsewhere. J 





















































































































‘Bond market works | 
in mysterious ways 


By Nigel Holloway in Tokyo 
Fo foreign investors, Japanese bonds were attractive for 
much of 1987 because of the soaring yen. Until last May 
| there was the added bonus of massive capital gains as Japan- 
ese interest rates continued their seven-year decline. The 
lower the bond yield, the more volatile the market. This 
volatility reached a peak in May 
when trading volume in the ben- 
chmark number 89 10-year gov- 
ernment bond rose to ¥12 tril- 
lion (US$90.22 billion) a day, 
four times the outstanding size 
_ of the issue. 
The picture changed dramat- 
ically soon afterwards. Interest 
rates began to edge up, on re- 
newed fears of inflation, and the 
| bond market: collapsed. With 
bond prices dropping world- 
wide, Japanese fixed-income 
securities were not the only ones 
to feel the chill. Nevertheless, 
the effect was extremely painful. 
The number 89’s yield-to-matur- 
ity, jumped from 2.55% in mid- 
May to.6.4% by early October. 
“Considered from the view- 
point of the previously narrow- 
ing spread in yield between US 
treasury bonds and Japanese 


| Profit to be had from 
US dollar plunge 


By Anthony Rowley in London 


f Moere should be. ample opportunity to profit from ex- 

change-rate shifts during 1988, because their magnitude 
will almost certainly be. considerable. The yen, followed by 
the Deutschemark, appear to be the obvious major curren- 
~-cies to invest in during the first half of 1988, though towards 


is points) 





begin its comeback. 

` Among the smaller currencies, there are arguments in 
‘favour of the Dutch guilder (which will benefit from an Euro- 
pean Monetary System [EMS] realignment), the New Zea- 
land dollar (supported by an austere monetary policy and, 


lar, which will be underpinned by an improving investment 
` sentiment. The Hongkong dollar is an odds-on punt for an 
upward realignment against the US dollar in 1988, but 
that could still leave it looking anaemic against other cur- 
rencies. 

The crucial question for 1988 is, whither the US dollar? 
Since just about everyone believes that the answer to this 
question is “further down,” that might be taken by contra- 
minded investors as a signal to buy. It is hard though to see 
sentiment running back in the dollar's 


Government si 









US/JAPAN YIELD SPREADS AND 
EXCHANGE-RATE TRENDS 































































































-the end of the year the beleaguered US dollar should finally | 


perhaps, firming commodity prices) and the Singapore dol- | 








overnment secui , a correction seemed long overdu: 
given the continued volatility on the foreign exchanges. Wit 


_the yield on US treasuries more than 400 basis points highe 





than that on Japanese Government bonds by the beginning 
of December, the question arises as to whether the yen will 
rise further to justify forgoing higher yieldsinthe US; . 

If foreign investors assume the yen will indeed move 
higher from its mid-December 1987 level of ¥129:US$1 to, 
say, ¥110 by the end of 1988, Japanese instruments would 
offer a capital gain of about 20% purely from the currency 
change, quite apart from what may be gained in interest in- 
come. eae 
Given the volatility of government bonds, however, there 
are less unstable vehicles to 
jump on to, such as yen commer- 
cial paper, a new instrument 
which matures in three months, 
and therefore has virtually no 
capital risk and offers an an- 
nual rate of interest of around 
4%. 

Playing yen government. 
bond markets for their intrinsic 
yield/price changes is dangerous 
and requires strong nerves and 
good advice. First, forget about 
running spreads (i.e., arbitrag- 
ing to exploit the yield differen- 
tials) between different issues. 
Up to 90% of daily trading is 
confined to a single benchmark 
bond, which means there is al- 
most no liquidity attached to. 
the rest. It is only long- 
term investors who take up the 
higher-coupon, less-liquid is- 
sues. 






REVIEWGRAPH by Andy Tang 


As a result of the market crash in October, the dollar has 
lost what stockbrokers James Capel terms its “crucial in- 
terest-rate defence mechanism.” In other words, the US Fed 
can no longer raise interest rates at will to attract investment. 
into deficit-funding government bonds (and thus into the dol-: 
lar) because to do that would risk failures among already 
over-stretched financial institutions. ee 

Only a sudden (and highly unlikely) reappearance of a. 
bull market in equities would restore the dangerous freedom. 
which the US has enjoyed over the past few years to manipu-: - 
late the financing of its profligate deficits. More likely is that 
equity markets and confidence will remain low — and thus — 
US interest rates and the dollar will be permitted to drift 
lower. 

How much lower is a matter of conjecture. Brokers Hoare. 
Govett believe it will decline by another 10-15% against the 
yen and the Deutschemark in 1988 before the US is forced to 
tighten its monetary and fiscal policies, after the November 
presidential election. The dollar cannot expect much support 
from further interest-rate reductions in West Germany and 
Japan. Both have probably gone about as far as they can in 
this direction and both are now concerned about the con- 
sequent surge in money supply. 

ven if you take the view that the stockmarket crash in 
the US will not damage the economy as much as initially 
feared, and that US GNP will grow by around 2.5% in 
1988, a combination of declining interest rates and rising 
inflation (perhaps ‘peaking at around 6% in 1988) will 
reduce real returns on the dollar. And a rising deficit 
_, on the US invisibles account (to cope 









favour until the drama of the stockmar- 
REL crash is fully played out and until 





| with external-debt service) is likely to 
:page54 push the current account further into 
E | the red. g i 





there.is a new face in the White House. 


























The number 105, a 10-year security with a 5% coupon, is- 
sued in November and December 1987, has taken over from 
the number 89 as the bellwether government bond. The 
transition was an awkward period as investors and dealers 
| holding the number 89 resisted the loss of liquidity entailed 
by no longer enjoying benchmark status. 

The Japanese Government bond market has a logic all of 
its own. Noboru Takesaka, Merrill Lynch’s director of trad- 
ing in Tokyo, says that from empirical observation the mar- 
ket is subject to a 10-week cycle, created by what he called 
half-jokingly “mysterious forces, ” with shorter cycles operat- 
ing within that period. Choosing the right moment to buy and 
sell:is a matter of chart analysis. ~ 

The behaviour of the market for Japanese corporate 
bonds is equally difficult to interpret correctly and is even less 
user-friendly, The problem is that rules and regulations have 
driven local firms offshore and deterred potential foreign is- 
suers from selling debt either in yen or in foreign currency 
(Samurai and Shogun bonds). And the issues are usually tai- 
. | lored to suit the requirements of particular groups of Japan- 
» į ese investors. In contrast, corporate convertibles and bonds 
| with equity warrants attached have been much sought-after 

by foreign investors because they have offered a way of 
speculating on the Tokyo stockmarket. 

Japanese warrants were a particularly volatile investment 
in 1987. These instruments give the buyer the right to pur- 
chase the underlying share at a fixed price before the war- 
rant’s expiry date and the warrant is usually split off from the 
bond after the issue and traded separately. The advantage is 

- |- that warrants cost a lot less than the price of the actual share, 
_ | even though the pre-set fixed price commands a slight pre- 
mium over that of the underlying share. A change in the lat- 
‘ter’s price moves the warrant up or down by the same abso- 
lute. amount, but to a much greater degree relative to the 
value of the warrant. 
That works well when shares are rising, but quite the op- 
posite when Japanese equities are moving downwards. B 


eee 








So, as sentiment continues to drain away from the dollar, 
which currencies will benefit most? The yen appears to be the 
top favourite. Japan’s still strong current account (despite 
_ | the strong yen) is now being complemented by a sharp upturn 
_}in domestic economic activity. Net portfolio capital outflows 
are diminishing, meanwhile. All this 
is likely to push the yen higher, not 
only against the dollar but even 
against the Deutschemark, which is 
also a firm favourite for appreciation 
in 1988. 
| The West German economy is not 
= demonstrating quite the same robust- 

| ness as Japan’s at present, because 
-both fiscal and monetary policies are 
being kept on a fairly tight leash. 
Even so, there is a developing consen- 
sus among analysts that there will 
be a realignment upward of the 
Deutschemark (and the Dutch guild- 
er) within the EMS in the early 
- months of 1988. That will permit the 
-| French Government to devalue the 
franc comfortably in advance of the 
May elections. 

Although Britain is not (yet) part 
of the EMS, the pound will probably 
drift down somewhat against the 
Deutschemark during 1988, Hoare 
Govett feels, because economic fun- 
damentals in Britain are on a de- 




























WHERE THEY WENT IN 1987 a 


























Foreign investors 
play key role 


By Hamish McDonald in Sydney 


Agios optimism pervades the Australian bond mar: 

ket, though the outlook is cloudy beyond three or four 
months. In the first nine months of 1987, yields on the key 107 
year Commonwealth (Federal) Government bond fell from: 
around 13.8% at the end of January to 12.4% at the end of 
September, encouraged by improving inflation and balance: 

of-payments fundamentals and a matching rise in the Austra 

lian doliar by 9% against the US dollar and 6.4% in trade 

weighted terms. 

The 20 October sharemarket crash dented this confi- 
dence, with the 10-year bond yield jumping to around 13.8% 
and the Australian dollar falling by about 7.5% against the 
US dollar (to around 67 US cents). But November saw the 
market regaining its nerve, with yields falling to 13.1% early 
in December. Dealers see a 13% yield within a couple of 
months, with the yield curve (which became positive mid 
1987) continuing to steepen — that is, shorter-term interest 
rates are falling faster than long rates. The Australian dollar. 
is meanwhile climbing back against the weak US dollar, 
nudging the 70 US cent level. 

Perceptions among foreign investors, who hold abou 
one-third of total issues, will be crucial. Any weakening ol 
the Australian dollar could cause US and European funds to 
offload Australian securities and push up yields. On th 
other hand, an extended period of currency stability a 
steady improvement in fundamentals could bring Japane: 
institutions back as net buyers. In recent times, the Japanese 
have been traders rather than investors, having already és 
tablished long-term positions. a 





than others in the wake of the stockmarket crash, and may 
have to cope with inflation as a result. At least though, the 
Bank of England has ample reserves to defend the pound 
should it so choose. However, a deteriorating current ac 
count may dictate otherwise. 
Even so, the pound will still look 
good against the US dollar; and. 
whereas a few years ago speculation ¢ 
was that the two currencies would go 
to parity with one another, the expec 
tations now are that sterling i is mor 
likely to approach 2:1 against the dol 
lar before receding somewhat to- 
wards the end of 1988. By that tim 
too, the pound may well have weak 
ened somewhat against the Deut 
schemark, to around Dm- 2.85 
The Dutch guilder has. done eve 
better than the Deutschemark i in re 


uncertainty, i is likely to 


pean currencies, the French franc (as 
already noted) and the lira seem: 
likely to be devalued within the EMS, 
but could still emerge looking good 
against the US dollar. 





teriorating trend. Britain eased 
monetary policy more aggressively 
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Moving away from the US ‘and 
Europe, the Canadian dollar and the 



























Capel does for instance, that commodity prices will weaken 
on the back of heightened fears about economic recession. 
‘Thus, Capel believes that the Canadian dollar will do no bet- 
ter than track the declining US dollar. : 

Equally though, there are arguments that favourable in- 





dian- dollar vis-a-vis its US counterpart will push it higher, 
aided by enactment of a free-trade agreement between the 
‘two countries. 

Commodity price movements are crucial to the perfor- 
mance of both the Australian and New Zealand dollars. If 
commodity prices do prove resilient to recession fears (and 





towards commodities as an inflation hedge) then both cur- 
_- rencies should show strength in 1988, certainly relative to the 
US: dollar in Australia’s case and maybe 
relative to stronger. currencies in New 
Zealand’s case. 

One currency not to be overlooked 
is the South African rand. Hoare Govett 
believes that the rand “will continue 


Australian dollar are not a good bet if y ieve ames 


‘terest-rate and inflation differentials in favour of the Cana- | 


supposing too, that investor psychology turns more positive | 





AND WHERE THEY MIGHT GO 








mong yond the yen, that is), the 


Singapore dollar currently finds favour among some analysts 


because Singapore’s domestic economic activity remains 
strong and inflation low. (Contrast this with the fears of sharp- 
ly rising inflation in Hongkong so long as the local currency 
continues to distort the economy in the same way that the US 
dollar has distorted that in the US.) The Singapore dollar is 
expected to firm not only against neighbouring currencies 
like the Malaysian dollar (until, perhaps, rising com- 
modity prices pull that up too) but to trend upward in 
line with the Deutschemark against the US dollar and ster- 
ling. 

That leaves the Hongkong dollar. The Hongkong Gov- 
ernment is in a double bind. However much it might want to 
revalue the Hongkong currency upward against the US dol- 
lar (to which it has been linked since 1983 at the rate of 
7.80:1), in order to appease Washington 
and to ward off rising inflation, it fears not 
only local loss of confidence in the cur- 
rency but also now an international loss of 
confidence. 

Already the financial sector looks 





























to benefit from renewed speculation 
against the US dollar, and the result- 
ant expectation that the gold price will 
eventually surge.” For gold bugs, that 
‘provides an almost irresistible case 


weak in the wake of the stockmarket” 
crash. So Hongkong is damned if it does 
and damned if it doesn’t, as far as currency 
revaluation is concerned. The chances are | | 
that it will choose to revalue, though the 













for investment in the South African cur- 
rency, though it does, as Hoare admits, re- 
main “vulnerable to political uncer- 
tainty.” 


















gains for investors could prove shortlived | 
if the official nightmare of a 1983-style 
currency crash should subsequently prove 


to be a reality. 














most foreign sellers still locked into Hong- 
kong, and chary about prospects, the 





Revaluation 





windfall exchange-rate gain might stimu- 

































evaluation 


y Christopher Marchand in Hongkong 
R evaluation of the Hongkong dollar, to the order of 15% 
or 20% against the US dollar, is again being mooted, just 
it was almost exactly a year ago. And once again, the 
Hongkong Government is denying that it has any intention of 
making such a move. In turn, the government enjoys support 
‘on the issue from every influential section of economic and 
business opinion in Hongkong. To signify this collective de- 
termination, the prime rate was lowered to 5.5% on 5 De- 
mber, the second cut in as many weeks. 
< This time, the pundits reckon that Whitehall will cajole 
he Hongkong Government to revalue as part of a global 
realignment of -world currency rates. Whether colonial 
tule would be exercised in such capricious form, given 
local. sentiment, must be politically moot. On the other 
hand, Hongkong and the Little Dragons in general may 
not indefinitely resist US pressure for freer floating ex- 
change rates. 
_ One alternative might be to change the peg from the US 
dollar to a weighted basket of currencies of Hongkong’s trad- 
ing partners. If a revaluation must. come, the government 
would have done better to undertake it some three or four 
months back. That was at the height. of the stockmarket 
fever, and revaluation might have restrained the speculation. 
Being a boom time, it would also have made the adaptation 
easier. 

* Any revaluation in 1988 could result in a major overseas 
sell-off. Estimates of foreign ownership of free-floating (or 
~-non-controlling shareholdings on Hongkong’s stockmarket) 
raifge between 40% and 60% of market capitalisation. With 























{ could conceivably fall to 1,500 or 
-o Source: dames Capel, less. ` i , 
ss Companies with major assets 


- any fall-off in the number of tourists visiting Hongkong as a 







late a sell-off. The Hang Seng Index 


REVIEWTABLE by Barny Lee 


and earnings streams abroad would 
be hit, as the value of their foreign remittances in 
Hongkong dollars are reduced. The Hongkong Bank would 
be hurt the worst, as some 75% of its assets and 50% of its in- 
come are earned offshore. | 

Other companies affected would be Cathay Pacific, 
Cavendish International, Dairy Farm International and the 
World/Wharf group (which has invested its huge cash pile in 
US Treasury bends). Cathay, however, would benefit froma 
reduction in the size of its immense yen-denominated 
liabilities. 

The hotel and consumer-goods sectors would be hurt by — 














result of the higher local dollar. Textile, toy and watch ex- 
porters might feel the impact less. For one thing, strongly im- 
proving profit margins in the past two years would provide fat 
to absorb leaner margins. For another, Hongkong’s ‘trade 
competitors, the other Little Dragons, would also be forced 
to revalue their currencies. : 
Paradoxically, the US may not advance its own interests 
in pushing Hongkong to revalue. The size of Hongkong’s 
trade surplus with the US hardly suggests that the US has 
much to gain from cutting this surplus. On the other hand, 
US exporters might be faulted for not capitalising adequately 
on Hongkong’s free-trade market. 
__ Revaluing the Hongkong currency — thus making the 
Hongkong market more. accessible to the US’ trade com- 
petitors — might hurt US chances of building up export vol- 














- umes to Hongkong, and its strategic position as regards 


China. 
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The dangerous art 
of staying ahead 


By James Bartholomew in London 


A‘ the stockmarket fall, prices of works of art have 
fallen and will probably fall further. This is a view which 
you could only extract from a dealer or auctioneer with diffi- 
culty. But it is the hard truth of the matter. 

What most auction houses are prepared to admit is that 
prices of medium quality objects have retreated a little. They 
will tell you that “speculative excesses” have been removed 
and make it sound as if they were pleased that common sense 
had returned. In fact, these professionals are worried that 
they are about to suffer a material loss of commissions. One 
professional, in a moment of frankness, said that no one who 
spoke on the record would want to speak openly about wide- 
spread fears that the market could fall back seriously. Their 
peat depended on confidence and they would be trying to 

eep confidence up as long as possible. 
or the first three weeks after “Black Monday,” the art 
market acted as though it was above the hurly-burly of 
stockmarket ups and downs. Prices stayed well up. In fact, a 
new record price (US$49 million, plus commission) was paid 
for a Van Gogh painting. 

But come late November and early December, the aes- 
thetes found that they were not in a separate world after all. 
Ten sales in a week were reported as having “bought- 
in” rates above 30%. Of these, four suffered “bought- 
in” rates above 40%. This represented an undeniable set- 
back. 

Jeremy Eckstein of Sotheby's is more honest than most 
about what is papper: He maintains that the top end of 
the market has held up and even improved, but he also ad- 
mits that prices of secondary items in certain sectors have 
fallen by as much as 20%. 

This acommon theme. The auctioneers Phillips also say it 
is the middle of the market which has been most affected. 
Top quality is still fetching as good a price as before and so is 
the market at the very bottom — items like furniture of no 
pea distinction. Phillips says that it is the middle of the mar- 

et that has seen price falls. 

The fact is, of course, that most of the turnover happens to 
be in the middle. So, while the dealers and auctioneers take 
comfort from strengths at either end, the majority of the mar- 
ket is heading lower. 

Some sectors are faring better than others. The Chinese 
ceramics sale of Sotheby's in Hongkong in November was 
successful. The “buying in” rates were 19.2% on the first day 
and 15.8% on the second. Sotheby’s admits the result was a 
surprise, given the collapse of the Hongkong stockmarket. 

Continental silver is an- 
other sector where prices 
have remained strong. But 
for every sector bravely 
staying up, there is another 
where the prices have fall- 
en. English sporting prints 
is one example. Another is 
English 19th-century paint- 
ings. Both sectors are ones 
which had shown strong 
rises in recent years. They 
were exposed, whereas con- 
tinental silver and Chinese 
ceramics have been in the 
doldrums for a while. 

Such variations are as 
normal in the art market as 








in the stockmarket. Just as in the stockmarket, a flight to 
quality is taking place and the goods that rose most meteori- 
cally in the recent past have suffered most in the fall. The 
overall weakening of the market is minor compared to 
stockmarket market movements, but substantial enough to 
make the participants cautious. Phillips, for example, has 


made a policy decision not to give any more guarantees on — 


prices for the time being. 

What next? The art-market people do not really have any 
idea. Mostly they are too wrapped up in the previous sale and 
the next one. Eckstein is one of the very few who steps back 
and tries to analyse the trends, Even he admits that forecast- 
ing at present is very difficult. There is little real understand- 
ing of the psychology of art purchases. People could react in 
varying ways to the stockmarket falls. Some might draw in 


their horns. Others might go ahead with an art purchase that . 


they had been delaying so that at least they had something 
tangible and beautiful to comfort them in the bad times. Also 
little is known for sure about the degree to which buyers are 
committed to the stockmarket anyway. 

But there are a few signposts. Looking back to the boom 
in art prices in the mid-1970s and the indigestion which fol- 
lowed, it is clear that the current market has much less 
speculative froth to be taken off. In the mid-1970s books 
were written about “alternative investment.” Inflation 

sychology dominated people’s minds and wallets. They 
ught anything tangible that might keep up with retail prices. 


= 


Such a rush of buying has not happened this time round — 


simply because inflation has been moderate in the first half of 
the 1980s. The market has not so many “speculative excess- 
es” (ludicrous prices for Van Gogh pictures notwithstand- 
ing). This means that prices are not as vulnerable as they 
were towards the end of the 1970s. Any fall will not be disas- 
trous. F 
Another material factor to take account of is the widening 
of the base of the art market that has occurred over the past 
decade. The turnover of Sotheby’s and Christies has multi- 


plied many times, reflecting greater prosperity worldwide. 


Greater prosperity has a geared effect on the art market since 
it is the excess over what people pay for the necessities of life 
that is available for spending on art and other luxuries. So 
any given increase in income should result in a much bigger 
increase in spending on art (and any decrease a bigger fall). 
But one implication of this broadening of the market is 
that it cannot be insulated from the world economic scene. 
For 1988, the fortunes of the art market depend entirely 


on the world economic scene and how it is perceived. If we _ 


are headed for recession, then art prices will continue to fall. 
If governments respond to the threat of recession by letting 
money supply rip with a consequent rise in inflation, then art 


markets could find people coming back quite quickly. Mean- 


while, the stockmarket fall, whatever the art professionals 
may wish to think, is certainly bearish for the art market. 
Whatever the psychology of buying, the buyer needs spare 
money and surely a large 
proportion of art buyers are 
wealthy people whose share 
oe ave taken a 
eating. 


The bearish impact of 
the stockmarket falls has 
probably not yet had its full 
effect on the art market. 
Those who definitely want 
to buy art should wait at 
least a few months until the 
full impact has filtered 
through. Those who are 
concerned mainly with in- 
vestment can find better 


the stockmarkets. 





value in the hurly-burl¥ es 


Investors take pot luck 
with Korean ceramics 


By Ellen Salem in Hongkong 


C ollectors of Korean ceramics stand a chance of getting in 
on the ground floor of a market that is beginning to at- 
tract international interest. But compared with other Orien- 
tal attractions such as Chinese Ming and Qing imperial 
wares, it is a market fraught with danger. 

The market for Korean ceramics is still shallow; potential 
buyers generally are limited to museums in the US, and 
South Korean and Japanese collectors. There is a dearth of 
ee literature on Korean ceramics. The stan- 
dard English works on Korean ceramics, George Gomperts’ 
Koryo Celadon and Other Wares of the Koryo Period and Ko- 
rean Pottery and Porcelain of the Yi Period are now more 
than 20 years old. 

While the books remain excellent sources, they do not 
cover the broad range of Koryo period (918.1392) and Yi 
= dynasty (1392-1910) ceramics, nor 
— understandably — do they incor- 

rate the latest finds. Subsequent 

nglish-language works on Korean 
ceramics are little more than pro- 
fusely illustrated coffee-table 
books. 

Another reason for the general 
lack of familiarity with Korean 
ceramics is that few museums out- 
side Japan and Korea have rep- 
resentative collections, and most 
suffer from a shortage of Yi 
ceramics. And even in South Korea 
and Japan, many of the finest col- 
lections are in private hands and 
thus few dealers and auction-house 
Asian specialists, and even fewer 
Western collectors, have had the 
opportunity to study the variety of 

i ceramic art. 

The result of this is that few 
Western dealers are knowledge- 
able about the range of Korean 
ceramics and many are reluctant to 
handle a genre where even dating 
— Korean ceramics are rarely 
marked with a reign title as are 
Ming and Qing imperial wares — is 
problematical. 

Even if a Western dealer decides 
to invest in a big-ticket item, Japan 
— the most lucrative market for Korean ceramics — is a 
closed shop. It is impossible for a Western dealer to sell at an 
auction in Japan unless a Japanese dealer is used as an inter- 
mediary. 

But the same factors that make Korean ceramics a risky 
proposition promise future rewards for the knowledgeable 
buyer. Fine, underpriced pieces occasionally do show up in 
galleries and auctions in the West. In addition, the fact that 
the Korean market is not yet mature means that many fine 
representative — and some rare — pieces are still available at 
comparatively reasonable prices. 

Korean art has begun to receive international attention 
since a US tour in 1979-81 of a major exhibit, “Five Thousand 
Years of Korean Art.” This interest should intensify follow- 
ing the Seoul Olympics in 1988. 

rospective art buyers in South Korea will find that 
Seoul is not the best place to shop for fine Korean pieces. For 


Yi jar with dragon design: star exhibit. 


one, they are far more expensive in South Korea than 
elsewhere. More importantly, the South Korean Govern- 
ment does not permit the expgrt of quality antiques. Much of 
Korea’s art heritage has been destroyed by wars and foreign 
invasions and there have been comparatively few ceramic 
finds in recent decades. Thus, the demand for those pieces 
already in the West is forecast to increase. 

Traditionally, the major buyers of Korean ceramics have 
been the Japanese and the best collections outside Korea are 
in Japan. Now, however, noveau riche South Korean buyers 
are bidding against the Japanese. The full impact of the 
development of the Korean market is yet to be felt in the 
West, however, as South Koreans are prohibited from taking 
substantial foreign exchange out of the country. In addition, 
the major US museums are now attempting to fill in their col- 
lections, particularly of Yi ceramics. 

Already, the market in quality Koryo period and Yi 
dynasty pieces is strong. Christie’s New York sale of the 
Robert Moore Collection of Korean Ceramics in October 
1986 marked the international debut of Korean ceramics and 
provides a very clear picture of where the interest lies and 
who the buyers are. 

While the 182 lots in the Moore collection covered the 
range of Korean ceramics, Silla 
period (668-936) stoneware lots — 
good, but lacking spectacular 
pieces — were either unsold or auc- 
tioned at or below estimates. This 
is due to the present unpopularity 
of stoneware in general; its relative 
abundance, and the fact that most 
museums and private collectors al- 
ready own representative pieces. 
Koryo celadon wares fared much 
better, even though it is a genre that 
is well represented in museuin col- 
lections. As a genre, it has long 
been popular with the private col- 
lector of Asian ceramics but certain 
lots in the Moore collection were of 
exceptional quality. 

A celadon wine cup and stand 
was sold for US$35,200 — far 
above the estimated US$10-15,000 
— while a lotus cup estimated at 
US$3-4,000 fetched US$14,300. 
Both pieces, are wa ier rA fine 
representatives of comparatively 
rare genres. On the other hand, 
some lots of fine — but hard- 
ly rare — celadons went begging, 
an indication that new entrants into 
the Korean ceramics market are, 
for the moment, few and far be- 
tween. 

Early Yi celadons which tend to have very dynamic shapes 
but muddy colour, did not do particulary well. However, the 
pun’chong wares sold well. 

Other notable sales included a white porcelain lotus 
form dish which sold for US$22,000 against an estimate 
of US$6-8,000. The star of the exhibit, an 18th century blue- 
and-white storage jar decorated with a blue dragon prancing 
around the vessel in a field of stylised blue and white clouds 
was sold to the Cleveland Museum for US$88,000, Christie's 
estimate for the jar was US$18-25 ,000. 

This same pattern of high bids for the fine, rare Koryo 
and Yi pieces was repeated in Christie’s second sale of 
Korean ceramics this October. Although only 40% of 
the lots were sold, those that went well were of museum 
quality. A 17th-century white storage jar was sold to a private 
piyer for US$210,000 against an estimate of US$100- 
200,000. 7 Oo 














By Aidan Foster-Carter 
Politically, South Korea is presumed 
to be on the threshold of a new era. 
Perhaps that is true, but there are also 
many deeply rooted reasons for con- 
tinuity, with one of the most important 
sources being the South Korean view of 
history. On 6 June this year — the very 
day that the ruling Democratic Justice 
Party selected Tae Woo as its pre- 
sidential candidate and triggered 
the demonstrations which changed the 
itical face of South Korea — the 
ucation Deliberation Committee on 
Textbooks of National History sent its 
draft guidelines to the Ministry of Edu- 
cation. Revised history textbooks will 
be in place by 1990. 
Not so long ago, a similar exercise in 
Japan unleashed a furore in the region. 

















Japan’s imperial record — the new 
textbooks referred to an “advance” into 
China, rather than an invasion — 
promos fierce protests from Japan’s 
ge urs, including Korea. 
eanwhile, little noticed at the time 
outside South Korea, there was a 
further response from Seoul. South 





own history textbooks along more 
nationalist lines. For instance, Korea's 
founding myth of Tan'gun, the man 
whose father was a god and mother a 
bear, and who is revered by many Ko- 
reans as the progenitor of the Korean 
nation, would henceforth be presented as 
fact. More generally, these new guide- 
lines seem ominous as well as paradoxi- 
cal. South Korea chastised Japan for sani- 
tising and rewriting its history, but now 
seems engaged in the same enterprise. 

Article 14 of the draft guidelines, for 
instance, reads as follows: 

“Historical significance of the unifi- 
cation of the Three Kingdoms will be 
described from the self-reliant and 
nationalistic view of history, evaluating 
favourably the struggle of Shilla to expel 
the army of Tang China.” 

Put like that, millions of Korean 
schoolchildren will hardly guess that it 
was only with Chinese help that Shilla 
conquered the other two kingdoms, 
thus unifying most of Korea in AD 667. 

All the classic sins of nationalist his- 
toriography can be found throughout 
the guidelines. One is essentialism: the 
idea that there just is and always has 
been a Korean nation, existing in linear 
continuity with its modern successor. In 
this vein, archaeological findings from 
Stone e cultures in Manchuria 
are fancifully described as  “his- 





t was widely seen as a whitewash of |- 


Korea, too, would be revising its |! 





Listen class, to the 
latest version of history 


torical scenes of the Korean nation.” 

Closely linked to essentialism is its 
twin sin of teleology: the notion that the 
historical past was somehow predes- 
tined to future. Thus Article 
22: “It will be clarified that the Choson 
dynasty exhibited its independent and 
progressive historical consciousness in 
.. . its choice of capital.” That means 

l. Pyongyang sources, needless to 
say, attach no less prescience to the 
preceding Koryo dynasty’s choice of 
Kaesong, now in the north. 

One problem for nationalist history, 
however, is the awkward fact that even 
the best of nations $ pa conquered from 
time to time. Thus Korea was greatly in- 


fluenced by Chinese colonies two mil- 





lennia ago, which persisted for several 
centuries. Article 8 says that this 
Chinese presence should be described 
but “with a clear indication that it was 
not the main stream of Korea.” This is 
rather like saying that the Roman occu- 
pation was not part of the “mainstream” 
of British history. A similar coyness 
over the 13th-century Mongol invasions 
leads to this: 

The period of Yuan Mongol inter- 
vention “will be described from the per- 
spective of viewing it as the mainten- 
ance and exercise of Koryo’s indepen- 
dent national sovereignty stressing that 
it became an internal actor for the anti- 
Yuan movement in the latter days of 
Koryo.” 


within late 19th-century Korea is ulti- | 





And when discussing conquests or 
even external influences from the dis- | 
tant past, they often are more easily | 
li uidatad by fat. Thus, in Article 6 the | 
other founding myth of the Korean na- | 
tion, this one about Kija, a Chinese 
exile who sy Seng to Korea, is defined — 
in this way: “Kija’s coming from the east | 
and the factual existence of Kiji Choson |- 
will be denied and any theoretical | 
reasoning on this point will be covered | 
in footnotes.” t 

Of course, while outside impact | 
upon Korea is minimised in the | 
guidelines, the reverse is not the case. | 
Article 12 proudly, and truthfully, | 
boasts that “advances made ee ei 



























Yet the draft guidelines themselves 
adopt the euphemism “advance” which | 
pave rise to ridicule of the Japanese. 

ikewise, Article 11 delicately alludes 
to the Paekche Kingdom’s “external ac- 
tivities,” and its “advances” into the 
Liaoxi region of China. On a different | 
note, while the “Three Kingdoms” are | 
referred to as such, only two of them get 
named. Predictably absent is Koguryo, | 
the northernmost one, and the one that — 
North Korea today makes most of. 

According to the guidelines, every- 
thing was going well towards the end of 
Choson. The middle class was on the | 
rise (Article 24), while Article 25 de- | 
crees: “It will be described that a new | 
character oriented to modern society in | 
all aspects including those for politics, 
economy, ieee and culture was for- 
mulated by the latter days of Choson, 
proparing the internal built-in factors 
or the modernisation of Korea.” 



























he guidelines contain no hint that to 

many observers a century ago, old 
Korea was prey to social upheaval, econ- 
omic catastrophe and political in- 
trigue, and destined to fall into the lap — 
of whichever power achieved regional 
dominance. 

Of the Japanese occupation all that is _ 
said is that it “will be viewed from the | 
perspective of ‘Development and Pro- 

ss of the Independence Movement” 

Article 26). Conversely, there is no 
hint that the 40 years of Japanese rule 
transformed the economic, political, so- 
cial and cultural fabric of Korea, in ways 
still visible today. N 

To say this is not to imply that Japan- | 
ese rule was benevolent, but simply to — 
recognise the profound impact of col- 
Onialism, early capitalism and the be- 
ginnings of industrialism anywhere — 
all of which Korea experienced at Ja-* 
panese hands. M i 

Whether or not little sprigs of mod- 
ernity were tentially blossoming 
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were, they were cut sho by. 
long Japanese winter, one might s 
| Yet my whole point is that this 
“metaphor would be misleading; for 
-something also grew under the Japan- 
ese, painful though it was for Koreans. 
Many Koreans were pro-Japanese, 
some violently so. Evidently, the 







































































for that sort of thing: Article 30 states: 
-“The Republic of Korea will be stressed’ 
as having inherited the legitimacy of the 






hint that it also inherited the specific ad- 
personnel of the. Japanese colonial 


> economy and society.: 
But of course, the post-1945 period 
Opens frésh cans of worms. Almost 
~everything.was in contention: in those 
fluid and:fierce years up to 1950. One 
would hope that the new South Korea 
was ready to tackle at least some of this: 
the breadth of leftist sentiment through- 
out Korea at this time, for. instance, or 
the brutality with which it was suppress- 
ed in Cheju and elsewhere. 
Instead, Article 29 has this to say on 
North Korea: “Explanations: will. be 
< made as-needed in the cause of national 
history.” Otherwise, according to: Arti- 
cle 31, “the [Souths] post-liberation 
history will be described in positive as- 
pects as the course of constant striving 
for free democracy and for the develop- 
ment of the national strength.” a 
<. Of course, these are only guidelines. 
‘The actual textbooks will doubtless be a 
bit more forthcoming. Everybody’s 
school history. textbooks. are to: some 
degree. nationalist, Moreover, primary 
and middle schools are arguably not the 
place to raise competing theories. But 
why not in high school? Article 20 states 
“that “an introduction of many. theories 
beside an orthodox view for textbooks 
| on the level of middle and high schools 
is controversial,” 
That sort of attitude to the Korean 
past expressed in the guidelines will ef- 
fect the future. The harm is. two-fold. 
First, in some. cases there is actual dis- 
tortion. In particular, young Koreans 
will be .given.little chance to come to 
terms.with the past century, in all its grief 
and glory. Secondly, when high-school 
students become university students, 
they will suddenly have to start thinking 
for themselves::a painful process for 
which they will have had no prior prepa- 
“ration. : tae ; iz 
“This is already a visible problem, not 
only in. pedagogical terms but also inthe 
crude “Left” counter-nationalism which 
grips so much of the student movement, 
and which. often.seems to come more 
from the heart or the gut than the head. 
| eIlndeed, the government.and the opposi- 
tion alike in South Korea still seem:in- 
stinctively to seek to impos one- voice 
| @¥pon the nation, differing only in which 
“voice is chose a soos, 
















textbook compilers will-have little time | 


` Korean. Provisional Government.” No | 
ministrative and police structures and | 


state, as well as a radically transformed | 


















AUTOBIOGRAPHY - 


Fo those who seek insight into other 
places and times through accounts of 
individual lives, the field of modern Ko- 


appointing one. The works of Younghill 
Kang, Induk Pahk, Louise Yim, Kim 
| Hyung Cha, Princess Masako (a Japan- 
ese deeply bound to Korea by her mar- 
riage to the Yi royal heir) and Richard 
Kim are just about it, and of these the 
efforts by Kang and Yim are little more 
than opaque curiosities. 

That is why the re-publishing of the 
long out-of-print The Yalu Flows is such 
a welcome event. The book was origi- 
nally written in German and published 
in Germany in 1946, with an English 
translation appearing in 1954. Its simple 


Korean caricature 


The Yalu Flows by Mirok Li. Hollym International. No price given. 


rean autobiography is by and large a dis- 





and highly polished style was: widely 
commented upon at the time, and in the 
wake of the Korean War and the ex- 
panded consciousness of Korea that this 
brought, it became the vehicle through 
which many British and American read- 
ers first encountered Korean life and 
thought. Now, it has been picked up 
again by — appropriately — a Korean 
publishing house, and one can only 
hope. that it makes a solid impact on a 
new generation of leaders. 

Mirok Li was born in Haeju City, 
Hwanghae province, of well-to-do par- 


ents in 1899. He lived in Korea only for ° 


his first 20 years, leaving for good. in 
1919 in the wake of the 1 March upris- 
ing. The title evokes the last sight he had 
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(US$50.50). 


pe 1946, when he gave up his post 
of ‘supremo’ (the soldiers’ word) of 
the (Allied) South East Asia Command 
(SEAC), Adm. Lord Louis Mountbat- 
ten used the words of this title in a 
farewell message to'his air commander. 
Indeéd; these were troubled times for 
the distrust, suspicion and at times out- 
right hostility that marked relations be- 
tween Britain and its allies did not di- 
minish once the war was Over. says 
Peter Dennis in his most’ valuable, 
| meticulous book. 

When the Japanese emperor surren- 
dered in August 1945, the SEAC was re- 
sponsible for 128 million people spread 
over 1.5 million sq. miles in which there 
were 738,000 Japanese soldiers who had 
to obey his surrender order and be dis- 
armed.as well as hundreds of thousands 
of internees and PoWs (including some 
98.000 British; French or Dutch nation- 
als) to be located and retrieved from 


region where the economic structure of 
what had become Japan's Greater 
Southeast Asia Co-prosperity Sphere 
had been destroyed by its makers and 
over which: hung the threat.of wide- 
spread famine. 
Organised nationalist opposition on 
an unexpected scale — often fuelled by 
‘men and arms from the defeated Japan- 
ese in-what had been French Indochina 
‘and the Dutch East Indies — pushed 
British military commanders into the 








whereabouts then: unknown. This was.a_ 





The war after the war 


Troubled Days of Peace by Peter Dennis. Manchester University Press. £27.50 


turmoil. of local revolutions, with no 


— 





| 





idea of how the Foreign Office in Lon- | 


don wanted the situations handled. 

British squaddies, who had fought in 
the worst sort of jungle circumstances in 
Burma, were happy enough looking for 
and rescuing stranded ex-PoWs and de- 
tainees who feared for their lives, But 
they. were uninterested in reassembling 
the fragments of colonial empires and 
shedding blood (including their own) in 
doing so. They. wanted out, aboard a 
fast. troopship homeward bound. 

But there were-not enough ships in 


the Allied shipping pool for them; nor. 


were there enough Allied troops to 
maintain law and order, let alone accept 
the surrender of the masses of Japanese 
soldiery, The most distasteful if not dis- 
graceful act of all was the use of 
these Japanese surrenderees-in-waiting 
against nationalist organisations in 
former. colonial territories —- the Viet 
Minh, forerunners of the Viet Cong, in 
Indochina for example — who took up 
arms in attempts to pre-empt the re-es- 
tablishment of colonial governments. 
The number of available. British 
troops was also insufficient, and-more 
and more Indian army. units were de- 
spatched to fill the gaps, a point not lost 
on India’s. own nationalists at home who 
objected. to their countrymen appa- 
rently fighting other Asians bent.on in- 
dependence: Troubles in. British-di- 
rected areas of Indochina and the Dutch 
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foe fo eaS tease 
He seems to have earned his from 


literary-related activities, though he 
also gained a doctorate in zoology from 
Munich University in 1928. 

Liis on record as having told his Ger- 
man publisher that “. . . my stories sim- 
ply portray things I experienced in my 
= te pannes more. Lavoe 

explanation escription ma 
hamper the portrayal of these poised 
meen.” Sound sien indeed for the 
production of lasting, truly personal lit- 
erature, and a refreshing change from 


the siicctive-tares, c tone 
that much of writing by Koreans 


classics. And though it is not mentioned 
in the book, he was contracted to a trad- 
itional marriage when he was 11. 

Only reluctantly did Li seek out a 


East Indies gave India’s own 
activists more ammunition in 
their fight against British rule. 

The British had returned to 
Singapore and Malaya with 
massive shows of strength and 
no opposition, which did 
much to erase local memories 
of the army’s disgraceful de- 
feat in 1942. But for the 
French and Dutch, whose 
countries had been occupied 
by the German invader, their 
return to their Oriental stamp- 
ing grounds — and the man- 
ner in which this was con- 
ducted — were of vital impor- 
tance. This had to be accom- 
panied with as much military 
clatter and administrative 
muscle as possible to wipe out 
all bad memories, Western 
and Asian. 

Britain had an easier time 
helping the French back into 
PEHA and, despite a revulsion 
against Dutch colonial policies which 
was felt both in London and on the 
prono in SEAC, did what they could 
or the Dutch, who seemed to be think- 
ing like men of an earlier century. How- 
ever, both French and Dutch re-entries 
were limping rather than stylish. 


Mo: hostile to the operations were 
the Americans, especially Gen. 
Douglas MacArthur, who detested the 
British and would have no SEAC officer 
on his staff, and also the moronic 
soothe: Gen. “Vinegar Joe’ Stil- 


well, who sat at the right hand of 
China’s Chiang Kai-shek. He swore by 
the Chinese divisions he had under com- 
mand, which would only fight in-coun- 
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appropriate that he should have sub- 
sequently proved his academic mettle 
but made a living primarily from literary 
pursuits. 

It also seems appropriate that the re- 
collections of his childhood should be 
bittersweet rather than rosy, for he saw 
the life of provincial gentility that he 
had been born to lead vanish utterly in 
his first dozen years. This tone gives 
pa and verisimilitude to the episodes 

e recalls, and the book is thus strewn 
with little gems that help to illuminate 
the nature of the accommodation Ko- 
reans had to make when the modern 


grettably, the demands of modern Ko- 
rean nationalism have turned much of 
the social landscape of early 20th-cen- 
tury Korea into caricature, peopled by 
peerless patriots ardently to 
realise the lofty tasks of ind nce 
and modernisation. Of these there were 


try communists and whose only public- 


appearance (never on the battlefield) in 
SEAC was when they swept down In- 
dochina to loot, pillage and rape on a 
enerous scale. Stilwell was replaced 
y Gen. Wedemeyer, who had been 
Mountbatten’s No. 2 in SEAC where he 
was always described as being “pro- 
foundly mistrustful of and openly con- 
temptuous of the British.” It was no sur- 
prise that SEAC was known to Ameri- 
cans as Save England’s Asian Colonies. 
Having directed what was arguably 
the greatest feat of arms the world had 
yet seen, MacArthur let go of his share 
in SEAC in October 1945 and Dennis 
writes: “In the immediate- post-sur- 
render period political influence was 
closely tied to military involvement and, 


Japanese colonial regime and those 
who could not an 
than a restoration of the 
o 


On the latter group, modern Korea 


is silent, but Li had the frankness, when 
recording the Ja takeover in 
1910, to write: “All the men and women 
of the believed that the good old 
days w return quite soon — as soon 
as a new royal family appeared to rule 
over our country.” 
This is a valuable pepati, for it 
E crema a key source of con- 
in Korea’s modernisation 
process. So drawn was the web of 
traditional Korean life, and so sudden 
and forced was the advent of moderni- 
sation, that it was enormously difficult 


for the Koreans to approach other sys- 


tems calmly, deliberately or selectively. 
Perhaps this is why so many aspects of 
South Korea still seem transitory, half- 
digested, or else just plain frenetic. 

— Adrian Buzo 


these whe had to come to bers withthe J3 
other | 








by withdrawing from active i 
perticipation in the affairs of | 
EAC the US imposed severe 


restrictions on its ability to 
shape the course of events in 
Southeast Asia. 

“At first critical, then av- 
owedly neutral, it finally came 
to support the British position 
that only bilateral negotia- 
tions between the Indonesians 
and the Dutch could avert a 
major military confrontation, 
The pity was that the combin- 
ation of America’s political 
stance on post-war develo 
ments and its undoubted abil- 
ity to pressure its Western al- 
lies was, by its own designs, 


withdrawn from Southeast | — 


Asia as soon as Japan surren- 
dered. Had it not done so, its 


own future involvement there |- 


might well have been less 
blighted.” 

Mountbatten, while keeping a 
watchful eye on US officers of the Of- 
fice of Strategic Services — who 
parachuted into the Saigon area and 
cosyed up to Ho Chi Minh to the point 
where they seemed to be allying the US 
with Viet Minh nationalists against the 
French — was doing his best to keep the 
Dutch from landing their newly trained 
marine brigade in Java to deal with the 
“natives” in their usual heavy-handed 
way. It will give readers some idea of 
how out of touch was US thinking on 
what had gone on at ground level for the 
past 100 years to read that Washingtone 


thought the Dutch were the most benign | _ 


of the colonial powers: far less brutal 
than the French or the British. 
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‘CERAMICS 


Poetry in stoneware 


The Stonewares of Yixing from the Ming Period to the Present Day by K. S. Lo. 
Sotheby's Publications and Hong Kong University Press, Hongkong. HK$720 


(US$92). 


P Moog book represents a milestone in 
Hongkong’s development as a pub- 
lishing centre. Hongkong University 
Press has teamed up with Sotheby’s of 
London to produce a major work in the 
field of ceramic studies. The result is a 
book that compares, so far as produc- 
tion is concerned, with the best in “cof- 
fee table” presentations while the con- 
tents would do credit a master’s disser- 
tation. 

K. S. Lo, by his own admission, 
came upon the mysteries of ook 
stoneware quite by chance some 
“ie ago. Window shopping in Hong- 

ong’s Queen’s Road he spotted a 
show case of old Chinese teapots. Lo 
had never heard of Yixing stoneware 
but, as he says, “felt sufficiently at- 
tracted to buy a dozen of them to take 
home.” 

He became as avid a collector as 
King Rama V (Chulalongkorn) of Thai- 
land half century earlier. Lo and the 
pe both come from that intellectual 
background which has always typified 
Yixing aficionados. 

Unlike, say, its blue-and-white por- 
celain cousin produced in the Impe- 


rial potteries at Jingdezhen in China’s 
southern Jiangxi province, Yixing 
stoneware was produced in privately 


owned factories. Consequently, while 
rcelain, even that sold to foreign bar- 
arians, usually bore a toya) reign 
mark, Yixing wares displayed the chop 
of the potter or decorator and, during 
the Qing period, even the seals of pur- 
chasers. This is not to say that Yixin 
did not have royal support. The 18 
century Qing Emperor Qian Long was a 
keen patron. 

But this was rare, and penny it 
was the mandarinate, scholars and 
wealthy businessmen who joproriea 
Yixing. And it was the peace and pros- 
perity of the Ming dynasty which “fos- 
tered the rise of a new social elite — 
merchant princes, officials and men 
of letters” who were the patrons of 
Yixing wares. 

Yixing County in Jiangxi province 
lies about equidistant .« 
from Nanjing, Hang- 
zhou and Shanghai. It is at 
the heart of the most fertile 
land in China, and agrarian 
wealth coupled with an abun- 
dant supply of raw materials 


made the area’s stoneware industry pos- 


sible. 
As Lo points out, the region “con- 
tains some of China’s loveliest and most 
edamous scenery, which has for centuries 


attracted many poets and painters to 
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come and live there.” 
And they influenced 
the beauty of the earlier 
Yixing designs which 
might well be described 
as poetry in stoneware. 

The book goes to 
great pi a describing 
the development of tea 
drinking in China and 
to show how, in turn, it 
influenced the potter's 
art. Stoneware, fired 
at about 150 degrees 
lower than porcelain, 
was found to keep tea 
warmer. As raw tea 
changed from a brick or 
slab form to the small 
rolled leaves we know 
today, so the ewers of 
earlier times were 
adapted. By the Ming 
period the lid had 
widened and the spout 
straightened and the 
teapot had assumed the 
shape that the rest of 
the world would eventually copy during 
the Qing period. 


j is book also explains at some 
length how the new elite class of the 
Ming era insisted that their tea should 
be the finest. They were influenced by 
Lu Yu's book The Classic of Tea, writ- 
ten during the Tang dynasty, which laid 
down strict guidelines on all aspects of 
tea preparation. Wishing to set them- 
selves apart from the vulgar rich, who 


Teapot with overhead handle from 18th century. 
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d or sil er teapots, and the © 

Imperial Court, which favoured de- 

licate lain, the discerning elite 

opted for the Yixing earthenware tea- 

eo In Taiwan today traditionalists still 
o. 

The Manchu invasion of the early 
17 century saw the ecli of the 
Ming mandarinate and 
others of the scholar 
and merchant classes 
who had ensured the 
viability of the Yixing 
pans They fell on 

ard times during the 
“Transitional Period.” 

It was not until the 
appointment of Chen 
Mancheng as Magistrate 
of Yixing in 1816 that 
Yixing stoneware came 
back into its own. Chen 
himself was not a potter 
but he devised new de- | 
signs and engaged the 
best potters to execute 
them. To this he added 
a commercial flair which 
soon rebuilt Yixing’s 
local and export mar- 
kets. 

The trade estab- 
lished during Chen’s 
brief three years as 
magistrate has con- 
tinued to the present 
day. However, he was 
so successful that, in Lo’s view, the 
heavy demand resulted in some lower- 
ing of production standards and a need 
to use poorer quality raw materials. 

As the first major work in English on 
the subject, this book will undoubtedly 
remain the definitive study for some 
years to come. It should also establish 
the author as a leading authority on Yi- 
xing stoneware on a par with, say, 
Jenyns, in the field of porcelain. Re- 
peany the price tag will put the book 

eyond the reach of many readers but, 
in Hongkong at least, those interested 
in stoneware can see most of Lo’s collec- 
tion in the Flagstaff House Museum 
where admission is free. 

Unfortunately, unlike this book, the 
exhibition, under the auspices of Hong- 
kong’s Urban Council and Museum of 
Art, lacks both taste and imagination. 
Given the superb quality of the exhibits 
and the high standard of mid-19 century 
colonial architecture of Flagstaff House 
itself, it is hard to understand how those 
responsible could show them both to 
such poor advantage with peeling paint 
and uninterested attendants. Lo’s gen- 
erosity in making this gift and the 
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' importance of his collection to the 


ceramic world demands remedial ac- 
tion. 

Meanwhile, for those who can afford 
it, The Stonewares of Yixing is a fas- 
cinating introduction to oné of the many 
delights of Chinese culture. 

Leonard Rayner 
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By Charles Smith in Tokyo .. 


fter suffering their worst-ever losses | 


n 1986 as a result of falling domes- 

emand and the destructive impact 
a high yen on. export: earnings, 
Japan’s big-five steel makers — Nippon 
steel, Nippon “Kokan, Sumitomo, 
Kawasaki and Kobe — now face the 
_ prospect of a dramatic business upturn. - 

t the industry is doing its best not to 
‘sound too pleased about the reversal in 
ts fortunes. REE ones 
Higher sales across the board and 
acute shortages of some-of the products 
‘needed to support’ Japan’s booming 
‘construction industry, have come at 
precisely the moment when the big five 
e embarking on. the first stages: of 
ainful retrenchment programmes 
eeded to ensure long-term survival in 
‘the face of competition from the Asian 
“newly industrialised countries (NICs). 
Several companies admit to “inter- 
ial differences of opinion” about the 
bility of closing down production 
es at a time when demand esti- 
mates are being rapidly revised up- 
wards. But most appear to have gritted 
their teeth and proceeded on schedule 
“with plans drafted during the grim 
pe in late 1986 when production was 
: headed steadily downwards. Inat least 
one case the closure of production 
























REVIEWTABLES by Ricky Hui 


facilities at one site has coincided with 


increased overtime at another of the 


same company’s plants, leading to what 
a spokesman described as a “delicate ad- 
justment” of relations with the company 
union. 
~o Japan's five integrated steel makers 
appeared to be faced with the worst 
crisis in the industry's history during the 
winter of 1986-87 when a sharp fall in 
domestic demand, combined with a 
much faster than anticipated rise in the 
value of the yen, knocked the bottom 














out of profit-and-loss calculations. 
Losses by the five in the fiscal year end- 


ing March 1987 totalled nearly °¥400 bil- 


lion (US$3 billion), by far the largest 


figure on record and enough to raise 


questions about the long-term viability 


_of the industry in its present form. In the 
past six months, however, a sharp turn- 


around in Japan’s domestic economy, 
combined with the hardening of prices 
in overseas markets has transformed the 
short-term outlook for the industry. 
Unofficial forecasts now put operat- 
ing profits by the big five in the second 
half of the current fiscal year (ending in. 
March 1988) at around ¥70 bilion,- 
enough to wipe out losses of ¥69.2 bil- 
lion in the first half. Profits would be 
higher, one source points out, if some 
companies were not already spending 
large amounts of money on the nuts and 
bolts of relocating production from 
plants that are due for closure to the | 
newer and more efficient production 
facilities that have been reprieved by 
long-term retrenchment programmes, 
Of the various factors that helped to 
launch the industry into orbit from June 
onwards, the sharp growth in-construc- 
tion-industry orders has been by far the 
most dramatic. Sales of construction 
steel were up a- healthy 5.8% (on year- 




















Ahidden asset 


- By Nigel Holloway in Tokyo 
he Japanese authorities appear to 
have scored a remarkable victory in 
international negotiations to introduce 
an acceptable standard for commercial 
banks’ capital adequacy. On 8 Decem- 
ber, central bankers of the Group of 10 
countries, which includes Japan, the US 
- and Britain, accepted at a meeting in Bas- 
_ le a report from a committee of the Bank 
or International. Settlements (BIS 
_ which proposes. that- members shoul 
harmonise- their capital standards on 
cross-border banking by the end of 1992. _ 
-- In large’ part, the impetus to intro- 
duce international uniformity to capital- 
“adequacy ratios was to ensure that Ja- 
--panese banks operating overseas faced 
roughly the same. capital constraints as 
heir more closely regulated US and 
European rivals... 0 o 














: Japanese banks win victory over capital-adequacy proposals 


In the event, Japanese banks will 
find it much easier to comply with 
the. BIS. recommendations than with 
those suggested in proposals.on capital. 
ratios made to the BIS in January 1987 
by the US and British authorities. These 
bilateral recommendations excluded 
unrealised hidden reserves from what 


could be counted as part ofa bank’s | 


capital. But under the December 
guidelines, they can be included in the 
broad definition of capital. The Japan- 
ese were insisting that hidden reserves 
be included in such a global ratio 


(REVIEW, 6 Aug.). What is more, the 7 


minimum amount of narrowly defined 
capital that must be included in the ratio 


is considerably less than many Japanese . 


feared. 
The report just published is a consul- 
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tative paper, but if BIS members 
agree to put it into effect, it will work in 
the following way. By the end of 1992, 
all international commercial banks will 
have to have a minimum capital ratio of 
8%. of their assets. Of this, at least 4% 
must be narrowly defined capital. (is- 
sued and fully paid ordinary shares: — 
not preferred stock — plus published re- 
serves from post-tax retained earnings). 
In the middle of. this year, observers 
were Suggesting that the BIS would re- 
commend a level nearer 6% for core 
capital. — 

‘The remainder of the 8% can come 
from a number of different sources, The 
most important of these from Japan’s 
point of view is hidden reserves in the 


“form of securities, which are sold from 


time to.time to offset losses. The BIS 
committee agreed that 45% of the | 


-market value of these reserves could be 


included within broadly defined capital. 
Japan wanted 70% of the market value 
to be counted, but it has won the essen- 


: tial point. As an interim measure, 
banks must have widely defined capital 
‘ratios of not less than 7.25% by end-- 


1990, of which at least half must be 














_| for monitoring the prices of industrial 











3 levels) in the 
„but jumped by in 
| tember as construction companies 
started building up stocks in prepara- 
tion for the rush of building orders ex- 
pected to be generated by the public-: 
works programme that formed a part of 
- a ¥6 trillion economic reflation pac! 

announced by the government 
late June as part of its efforts to deflect 
overseas criticism of Japan 
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ly-Sep- 




















formance. deg eS 
By early autumn, satisfaction 
a recovery in orde T cons 


steel had turned to som 
proaching panic as pri 
steel shapes and bars beg. 
controllably. ; 








: Aney of International Trade and 
| PA Industry (Miti) official responsible 


_ |. raw materials estimates that price rises 
|, for construction steel during August 
and September roughly equalled the fall 
“> registered over a 20-month pois start- 

ing in the autumn of 1985 (wher the 
Plaza agreement on yen. revaluation 
dealt the first blow to domestic business 
| confidence in Japan). By October Miti 
had begun work on a scheme to guaran- 
tee supplies of steel to smaller com- 
panies, which it said was needed to avert 
| “potential disruption” and prevent the 
frustration of the government’s efforts 
to reflate the economy through public- 
‘|. works programmes, 

The runaway increase in demand for 
construction steel may have had little di- 
rect impact on the profits of the big-five 
steel makers, since most construction 
steel is produced from scrap by electric- 







furnace operators — not by the “inte- | 


grated. steel plants working with i 
ore and coking coal which make up the 
heavyweight. sector of the industry. 
However, booming construction orders 
‘led to an upsurge in orders for trucks 
and building machinery, which even- 
tually touched off a revival in the mar- 
kets for rolled steel and plates. 

. By the third quarter of 1987 integrat- 
ed steel makers were rolling out 4.7% 
more steel for the motor industry, and 


nearly 17% more for machinery-man-_ 


ufacturing industries than in the same 
period of 1986. 
A third major element in the Japan- 


ese_ steel industry's 1987 success story | 


would seem to have been exports, but 
not in the time-honoured sense whereby 
the industry has sought to maximise vol- 
ume at the cost of marginal or non-exis- 
tent. profits. Exports by the big five 
shrank by 15.4% from year-ago levels 
to a relatively modest 21.35 million tons 
during the first 10 months of 1987, but 
price rises of up to 15% in the US mar- 


ket and in China went far towards wip-. 


ing out losses incurred in 1986, when 
yen revaluation made the export sector 
one of the biggest contributors to thein- 
dustry’s disastrous earnings perform- 
ance. 

Executives at Nippon Steel Corp. 
claim that Japan was able to “trade on 
its reputation” for quality in the US 
market, charging US car manufacturers 
and other major industrial customers up 
to 10%. more in dollars than the NICs’: 
manufacturers, who.are emerging as 
Japan’s major. competitors. In China, 
where bargaining over prices is notori- 
ously tough, Japan deliberately opted to 
cut shipment volumes in return for 
higher. prices during negotiations on 


ron 


















ing up well at least until the middle of 
1988, given the underlying strength of 
consumer demand in Japan and the con- 
tinuing impact on the construction in 
dustry. of the government’s. pub 
works programmes. Beyond that poin 
however, steel makers claim the situa 
tion is as murky as-ever. A major wor 
for the big five is the future level of im- 
ports into the domestic market from 
low-cost NIC producers, some of whom 
benefit from wage costs which are al- 
legedly less than one-fifth of those in 
Japan. Even more serious is the con 
tinuing toll on export profitability likely 
to be exacted by revaluation of the yen. 

An exchange-rate: appreciation: of 
one yen per US dollar costs Nippon 
Steel an estimated ¥1.3 billion in the: 
form of lower yen income from the com- 
pany’s dollar-denominated exports, 
which is only partially offset by savings - 
on the yen cost of imported raw materi 
als, the company estimates. In t 
longer term, a still more worrying as- 
pect of yen revaluation is its tendency to. 
cause the relocation out of Japan of the: : 
manufacturing industries, ranging from 
motor vehicles to electronics, that are the 
steel industry's biggest customers. W 



























































JAPANESE BANKS’ 
CAPITAL RATIOS 





issued shares plus published reserves. 

Using figures computed by Salo- 
mon Brothers as a guide, these ratios 
will present difficulties for only a few | 
city banks. Dai-Ichi Kangyo, the 
world’s largest bank, would have to in- 
crease its narrowly defined capital by 


| 
39% (assuming no change in assets) but | 


it has five years within which to achieve 
it. Dai-Ichi has already made a public 
offering of 40 million shares, since the 
end of March, thereby increasing its 
core capital ratio by roughly a quarter of 
1%, More than ¥1 trillion (US$7,5 bil- 
lion) was raised in fresh capital by the 
banks as a whole in 1987. 


M ember countries have until the end 
of June 1988 to discuss the report's | 
proposals with the banks before a final 
decision will be taken by the BIS gover- 
nors. Kenichi Kamiya, the president of 
the Federation of Bankers’ Associations 
of Japan, is reported to have said that 
the recommendations were extremely 
tough on Japanese banks. But it does 
not look as if there will be any effort to 





banks want the government to make it 
easier for them to raise capital from new 
sources. 

At the moment, only the regional 
banks can issue convertible bonds ‘in 


| Japan, a significant concession made to 


them in July under the administrative 

uidance of the Finance Ministry. Other 
Faik: want to emulate them. Subordi- 
nated debt is another area which can be 
counted as part of the BIS capital ratios 
under certain conditions, but are out of 
bounds to Japanese banks. 

Brian. Waterhouse, deputy head of 
research at James Capel in Tokyo, be- 
lieves that Japanese banks will in future 
place more emphasis on the quality, 
rather than the growth, of assets. Other 
analysts say that bankers will redouble 
their pressure on the Finance Ministry 
to let them = securitise their loans, 
another forbidden area for most types 
of bank. 

Observers have said that the de- 
cision by a group of Japanese banks 
to subscribe. to. US$250 million of 
Bank of America’s subordinated debt 
helped to soften the opposition of the 
US to the idea of allowing hidden 





| get the Finance Ministry to plead in the 
BIS for lower capital ratios. Instead; the 
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Anthony Rowley. writes por ‘London: 
Central bank sources told the REVIEW 
that Japan put up-a strong fight on be- 
half of its banks when the new rules 
were formulated. The sources said that 
though the holding of equity portfolios 
by banks is a “peculiarly Japanese 
phenomenon,” other member coun- 
tries of the regulatory committee now 
cepted this as a “point of princi- 

























This consensus was arrived at only 
after hard bargaining. Japan argued at 
the outset that its banks had always 
counted equity holdings as part of their 
capital ‘nd always would do so. Other 
central bank regulators were implaca- 
bly opposed to the idea and said 
at it would happen “only over their 
dead bodies,” as one bank source put 
it. = 








system 


banks being locked into their holdings | 
“when they needed them to support 








losses. One banker likened the situation 
to that where central banks hold large 
gold reserves, but could not hope to 
liquidate © those holdings ` simul- 
taneously without causing a major mar- 
ket fall. 

An interesting item in the BIS report 
is that which relates to undisclosed re- 
serves. This will presumably be of im- 
portance to Hongkong where banks are 
permitted to keep hidden reserves. The 
proposals say that “only reserves which, 
though unpublished, have been passed 
through the profit and loss account and 
which are accepted by the bank’s super- 
visory authorities” will qualify. Even 
then, their “lack of transparency” 
means they should’ be excluded from 





pple capital. 
> Christopher Marchand writes from 
Hongkong: The revised ratios are not: 





‘likely to place a unduly heavy strain on — 


the resources of the territory’s banks. 
Hongkong’s capital-adequacy rules 
specify a minimum asset backing of 5% 
by September next year, and some 
banks’ capital already surpasses the 8% 
target. The Pran five-year transi- 
tional period would also provide time 
for the gradual building up of reserves. 
Hongkong Banking Commissioner 
Tony Nicolle said the BIS proposed 
capital definitions were more liberally 
drawn than capital eligibility rules now 
in force in Hongkong, though he was re- 
luctant to amplify on this point. However, 
the proposal to allow banks to count up 
to 45% of the unrealised capital gain on 
their equity holdings as supplementary 
capital was one example. ' H- 
























By Jose Galang in Manila 

he sale ofa controlling stake in a big 
CE commercial. bank by the state- 
owned Development Bank of the 
Philippines (DBP) has given a much- 
needed boost to Manila’s privatisation 
efforts, which have been criticised for 
eir slow pace: 

DBP’s 52.7% ° stake in Philippine 
Commercial International Bank 
(PCIB), now the fourth-largest private 
‘bank, was bought for P1.35 billion 
(US$64.9 million) by a group led by 
prominent businessmen Eugenio Lopez 
Jr and John Gokongwei. The group in- 
tends to finance its acquisition with peso 
proceeds from planned sales of Philip- 
pine foreign debt under the govern- 
ment’s. debt-to-equity conversion. pro- 
gramme. 

The sale, by public bidding, was the 
biggest Philippine bank takeover yet. 
Losing bidders were a consortium led by 
ongkong-based’ First Pacific Hold- 
ings, which has close. ties with In- 
-donesia’s Lim Sioe Leong group, and 
another focal consortium led by banker 



























billion while the Araneta group offered 
_P1.11 billion. ` 

-= DBP made a profit of some P845- 
995 million on the sale of the 20.3 million 
-PCIB shares, including 15 million pre- 
ference shares. The profit represents 


sion. of the preference shares into com- 
mon stock. DBP acquired its stake in 
1981 at the height of a financial crisis 
that forced. the PCIB’s controlling 
®@foup, which was identified with Benja- 


Privatisation boost 


Manila sheds its stake in a big commercial bank 


Benito Araneta. First Pacific bid P1.17 | 


‘the premium earned after the conver- | 





min Romualdez (brother of former pre- 
sident Ferdinand Marcos’ wife Imelda), 
to seek financial help; 

The injection of fresh equity — some 
P300 million of the proceeds of the con- 
version of preference shares will go to 
PCIB — will enhance the bank’s capital 
ratios. Before the sale, the bank’s debt- 
i rguny ratio was close to 5:1, accord- 
ing to a bank official, largely because of 
its acquisition in the early 1980s of a 
small bank, Insular Bank of Asia and 
America, without the aid of additional 
capitalisation. PCIB has since been 
“hitting the ceiling with respect to capi- 
tal-adequacy ratios,” the official said. 

The Lopez-Gokongwei group that 
will move into PCIB includes Antonio 
Chan, who has invested in sugar-related 
businesses, and Daniel Go, a business- 
man based in Cebu. City. Gokongwei 
has interests in food processing, tex- 
tiles, shipping and retail trade. In the 
1970s he gained prominence after 
launching two unsuccessful bids to land 
a seat on the board of industrial giant 
San Miguel Corp. 

Over the past five years, he bought 
stakes in two banks: Far East Bank and 
Trust Co., the third-largest private com- 
mercial bank, and Asian Savings Bank, 
which is majority owned by San 
Miguel’s Soriano family. Gokongwei 
has sold his holding in Asian Savings to 
help fund his bid for PCIB. He is expect- 
ed to resign from the Far East Bank 
board soon but is thought likely to re- 
tainhisstake. ~~ 











For Lopez, the purchase of the PCIB 






stake was a personal victory. His fami- 
ly’s business empire, which included an 
electric-power utility and various light 
and heavy manufacturing enterprises, 
was lost to Marcos associates and rela- 
tives when he was forced into exile dur- 
ing the former president's martial law ad- 
ministration. Lopez returned to Manila 
after Marcos was ousted in February 1986. 

PCIB was set up in 1960 by a group of 
businessmen involved in sugar farming 
and construction. In 1976 it Tecante the 
largest private bank in the ala tea 
after a merger with two others and in the 
late 1970s embarked on an aggressive 
overseas expansion programme, open- 
ing offices and affiliates in the US, 
Western Europe and Hongkong. 

In the Philippines, the bank set up an 
investment house, finance company, 
property-financing firm, and a finan- 
cial-management consultancy. Today 
PCIB is known to have interests in 60 
firms in various industries. Its network 
of 223 branches nationwide is the 
biggest among the 24 domestic private 
commercial banks. oe . 

At the end of September, PCIB had 
total assets of P13.99 billion, down 
from the end-1986 level of P14.27 bil- 
lion. Total. loans at end-September 
amounted to P7.14 billion while depo- 


| sits came to £10.35 billion. 


First Pacific has remained silent on 
the outcome of the bidding but it is 
known to be disappointed over the 
Lopez-Gokongwei group’s success. The 
PCIB bid was First Pacific’s second at- 
tempt to acquire a local bank. It had 
earlier made an offer for a small com- 
mercial bank, Associated ~ Bank 
(REVIEW, 12 Mar.), but withdrew fol- 
lowing a suit filed by the bank’s former 
owners. First Pacific plans to continue 
scouting for a bank that will fit its grow- 
ing requirements in the Philippines. 
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at your corporate video requirements 
are, you'll want to avoid things like... 


















and of course, this... 


















That's why you should call Visnews 














Visnews will make sure your corporate video is outstanding and effective. 

Aside from being the world’s largest television news agency, we are the leader in 
producing successful corporate communications programs. 

The United Nations 40th anniversary and the spectacular six-continent “Coca-Cola 
Centennial” and “Live Aid” events are but a few of the programs to our ieedit, 

Qur resources include advanced production and broadcast a 4 
facilities, worldwide camera crews, writers, producers, and - 
directors, and: global satellite capabilities. 
Tet us help you use the power of television to achieve 


your corporate communication goals. N i SN EWS , 


















We'll make sure you look good. l 
k The complete picture. 
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ee For enquiries from the Asia-Pacific region, call Visnews Hog Kong 5-279021. | 
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Travels 
With The 
Review 


When it comes to reaching 
Asia’s frequent business 
travellers, the Far Eastern 
Economic Review offers you 
the most mileage. 


At present most of the 
world’s leading airlines with 
routes in Asia use the Far East- . 
em Economic Review regu- 
larly as a primary advertising 
medium. Why? The answer is 
simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 


If you'd like to know. more 
about our frequent business 
travellers, write on company 
letterhead and we'll be glad to 
send you a copy of the latest 
1986/87 6 City Media 
Phase from the INTRAMAR 
STUDY independently con- 
ducted by International Travel 
Research Institute. The facts 
speak for themselves. You'll 
see how well-travelled we are. 


Address your inquiries to: — 
Elaine Goodwin, 
General Sales Manager 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hong Kong. 


FarEasternEconorme 


Unparalleled influence in Asia. 


























COMMODITIES 


Stockpile of illwill 


Many brokers want to resume tin trading in London 


By James Bartholomew in London 


AS ruling by the Law Lords, 


Britain’s highest court of appeal, 
represents a major victory for metal 
brokers and bankers in their long 
drawn-out battle with the International 
Tin Council (ITC) over its failure to 
meet delivery obligations to members of 
the London Metal Exchange (LME) in 
October 1985. 

The five Law Lords ruled unani- 
mously that certain documents originat- 
ing from the ITC, some of which were 
sent to ITC member states (includin 
tin producers Malaysia, Indonesia an 
Thailand), could be produced in court 
as evidence. 

Brokers and bankers believe the rul- 
ing is significant because it means these 
documents can now be used to show 
that members of the ITC were well in- 
formed about the troubled financial po- 
sition of the council and therefore can- 
not deny responsibility for the ITC’s un- 
paid debts. 

The legal proceedings against the 
ITC and its members are part of the 
nightmare labyrinth of legal conflict 
arising out of the collapse of the ITC 
buffer-stock operation. Tin brokers are 
petitioning for the winding up of the 
ITC in a bid to recover their debts. 

In fact, the Law Lords’ ruling was 
not even in a case directly concerning 
the ITC. It arose in a case between 
brokers Shearson Lehman on the one 
hand and J. H. Rayner and Maclaine 
Watson on the other. There are also 
other cases involving the LME and 
sovereign governments, including the 
Netherlands and Canada. 

There have been calls for a 
negotiated settlement but brokers and 
bankers have already spent so long try- 
ing to reach such a settlement that they 
have now settled down for the long legal 


siege. 

espite the legal conflict, some 
members of the LME want to recom- 
mence dealing in tin on the exchange. 
They are already dealing in tin as mer- 
chants, buying and selling individually 
negotiated contracts. But they would 
like to deal on the exchange so that a 
central market price can be fixed. 

The issue might well have caused 
considerable anger in view of the way 
many brokers have lost money on tin. 
But when it was raised by the board of 
the LME, the discussion among mem- 
bers was described as “surprisingly 
tame.” Some of the major brokers feel it 
would be inappropriate to deal in tin on 
the exchange while so many members of 
the LME are involved in litigation 
against the major tin-producers. 
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Others say that the new company 
that operates the LME is not in litiga- 
tion over tin and those brokers who do 
not want to deal in tin would not have 
to. Certainly relations between the 
LME, the ITC and the government of 
Malaysia, the world’s major tin export- 
er, have been fraught at times but pro- 
ponents of resumed tin trading point out 
that the previously dominant position of 
Malaysia in tin production has been 
eroded. 

The issue has been sent to a subcom- 
mittee which is likely to report back in 
two or three months. Then the question 
will be considered again. The chances of 


reinstatement of a tin contract are consi- 
dered better than 50:50. 

Meanwhile, stocks of tin at the LME 
have fallen dramatically this year. 
Stocks amounted to 30,385 tonnes at 
the end of 1986. But by the end of 
November they had been halved to 
19,630 tonnes. The tangible legacy of 
the ITC's efforts to prop up the tin price 
is gradually disappearing. The legal le- 
gacy will live on for a good while yet. 


>» Nick Seaward writes from Kuala 
Lumpur: Although the Kuala Lumpur 
Commodity Exchange (KLCE) is cur- 
rently the only market in the world of- 
fering a futures contract in tin, it does 
not see a resumption of LME trading as 
a threat. 

In addition to the possibilities for ar- 
bitrage, the KLCE hopes that a resump- 
tion of trading in London would widen 
interest in its contract as futures mar- 


kets for tin would effectively be avail- 


able for an 11-hour period every day. 

The actions of the KLCE seem to 
bear out its professed enthusiasm. 
When the exchange started offering the 
tin contract for the first time on 27 Oc- 
tober, it deliberately timed its afternoon 
session to coincide with the start of busi- 
ness hours in Europe. Furthermore, the 
contract is denominated in US dollars 
— the only contract on the exchange to 
use a foreign currency. 

Sources in the exchange confirm that 
the LME has been in touch with the 
KLCE board regarding a forthcomin 
London tin contract but it is underst 
that no serious attempt has been made 
to standardise the two. It is thought pos- 
sible, however, that the London con- 
tract may be denominated in US dollars 
instead of sterling as in the days before 
the collapse of the ITC. 

One of the difficulties nting 
standardisation lies in the KLCE’s use 
of a clearing house as an ge 
between principals. On the LME, trad- 

ers deal with each other direct. In 
this sense, the LME is mainly 
a cash and forward market 
whereas traders on the KLCE do 
not were take delivery. 

Another difference is the 
LME’s use of a five-tonne con- 
tract while the KLCE uses one 
tonne. However, KLCE chief 
executive Syed Abdul Jabbar 
Shahabudin has stated that the 
contract could be increased to 
five tonnes in 1988. 

The KLCE has only two de- 
signated delivery points at the 
moment: Penang and Singapore. 
The sources said that additional 
delivery points could soon be de- 
signated in London — and in 

ailand and Indonesia, which 
are both major producers and are 
major marketing targets for the 
KLCE. 5 

Interest in the KLCE contract 
from Malaysia’s two Asean 

neighbours has been picking up but not 
sufficiently to push daily turnover up to 
the 300-contracts-a-day level forecast 
by the exchange. As of 12 December, 
open interest was 1,304 contracts, hav- 
ing breached the 1,000 mark on 26 
November, and daily volume has aver- 
aged about 150 lots a day. The KLCE’s 
only other actively traded contract, 
crude palm oil, has seen a sudden surge 
in activity, trading over 700 lots a day 
with an open position of 4,106. 

Price expectations for tin are fairly 
modest, with only a slight firming ex- 
pected to take place in 1988. The deci- 
sion by the Association of Tin Produc- 
ing Countries to continue with its supply 
rationalisation scheme has enabled 
the price to rise slowly to M$17.05 
(US$6.86) a kg from an average pf 
M$14.20 a kg in 1986 but the over- 
shadowing presence of the stockpile is 
expected to prevent the price from 
breaching M$18 a kg next year. 
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In search of balance 


Pakistan barter trade threatens Malaysian palm oil sales 


By Husain Haqqani in Islamabad 


Mnim exports of palm oil to 


Pakistan are in jeopardy because 
of a decision by Islamabad to import 
edible oil under. barter from Eastern 
Europe as part of its policy to encourage 
imports from countries. buying Pakis- 
tani goods. The state-owned Ghee Corp. 
of Pakistan (GCP) has: signed its first 
barter contract.to import 6,000 tonnes 
of palm oil from Bulgaria and further 


being negotiated with Yugoslavia. Ma- 





laysia, which has sold an average of 
400,000 tonnes of palm oil to Pakistan 
annually a year could be hard hit by di- 
version of edible-oil orders to Eastern 
Europe. Last year Pakistan imported 
edible oil worth US$294 million, of which 
more than half came from Malaysia. 
The government’s decision to divert 
imports from traditional suppliers like 


Malaysia is part of a general policy an- 
deals for soyabean and sunflower oil are | 


nounced in July designed to redress 
Pakistan’s trade imbalance (REVIEW, 










| faltering giant 





















y Lincoln Kaye in Bombay 
ndia's largest engineering concern, 
public-sector Bharat Heavy Elec- 
ricals (BHEL), has been running with- 
ut a chairman since the retirement on 
November of B.S. Samat. Not that 
body at BHEL seems worried: fi- 
ince director K. N. Khanna has taken 
emporary charge and. company rumour 
has it that M. K: Sridhar, a BHEL vete- 
n for 23 years, will soon be confirmed 
the new chairman. “But that could 
ean tomorrow or next year,” says a. 
EL insider. “Or never: surprises 
ppen at Udyog Bhavan” (headquar- 
rs of the Industry Ministry). 
A month-long interregnum is no- 
thing spe the Indian public sector, 
here. chairmanships commonly stay 
acant for years. But there is no reason 
why Sai scheduled retirement 




















Foreign competition hits order books of BHEL 


turing installations and 58 product lines 
give it a scope unmatched by the larger 
and richer —- but relatively mono- 


lithic — government-run behemoths, 


such as the Steel Authority of India‘ 
or the Oil and Natural Gas Commis- 
sion, The company’s, wide array of 
products include turbines, switchgears, 
oil rigs, locomotives, boilers, windmills, 
power stations and solar coffee pots. 

With the multi-disciplinary experi- 
ence it offers, BHEL has traditionally 
seryed as the Jaunch pad for top-flight 
executive careers in India’s state-owned 
industries. What better place for an en- 
gineer to earn his managerial stripes 
than in a hi-tech company producing es- 
sential capital goods and with a work- 
force of more than 70,000? BHEL’s rec- 
ord of rapid expansion has lent lustre to 
many 4 resumé. f 

But critics charge thatthe company’s 
growth has less to do with its business 
acumen than with its one-time mono- 
poly on- India's. market for power- 
generating equipment, BHEL’s main 
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product line. Market potential is still 
growing: the Central Planning Commis- 
sion has highlighted a 10,000 mW power 
shortfall during the current’ five-year | 
plan (1985-90) and a 21,000 mW short- 
fall in the next plan period — gaps 
which will have to.be filled by the con- 
struction of new power plants by state 
and central government utilities. ` 

These’. have traditionally been 
BHEL’s “captive” customers, but the 
company’s hold -on the market is 
weakening. State electricity boards, 
especially, have grumbled over the 
years. about allegedly sub-standard 
equipment, time and cost overruns and 
laggard service from BHEL. Successive 
industry ministers have had. to defend 
the company in parliament. © 


Tis reply of general manager M. M. 
Ghosh at BHEL’s generator works 
in Haridwar to such coniplaints is that 
the company cannot be blamed for the | 
state utilities’ abuse of equipment. “It is 
a matter of managing your suppliers,” 
explains one satisfied BHEL customer, 
founding chairman D. V. Kapoor of the 
National Thermal Power Corp. “You 
have to spell out explicitly what you ex- 
pect and keep working with them until 
you get it. Then, too — most crucially — 
you have to create the right environ- 
ment in your own plant to support state- 
of-the-art equipment.” 

: As proof that his 
product is sound, 
Ghosh cites the 
BHEL’s generators’ 
= aggregate  plant-load 

“factor (PLF, which 
~ measures how much 
generating capacity is 
~ in use how much of 
the time): 58% in 
1986-87, five percen- 
“tage points over the 
national average. 


mane wus These statistics are 
REVIEWTABLE by Andy Tang 
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-P mported US$164.5 
million worth of Malaysi 
1986-87 but 
ducts by alaysia a 
US$7.5 million. 
eet Haq 
aysia that unless it bough i 
and rice from Pakistan worth at least 
30% of the value of palm-oil imports, 



















to other su 
Pakistan h 
major su of tea, into buying more 
Pakistani goods under the threat of di- 
version of imports to countries like Sri 
Lanka and Bangladesh which have 


liers. 














edible-oil contracts would be switched. 
already forced Kenya, a. 












-edible-oll consumption a 
ports. Prices of edible oil from Eastern 
Europe are - higher than from Malaysia: 
the. price in the. deal with Bulgaria 
worked out at US$436 a tonne against the 
US$390-400 international price of Ma- 
laysian palm oil. 

Hydrogenated palm oil blended with 
Milai daka or sunflower oil — known lo- 
cally as vanaspati ghee — is the main 
cooking medium in Pakistan and its sell- 

price to consumers is subsidised. If 
GCP imports more higher priced oil 












The difference between chee priest 
in India and Pakistan has. 





from Eastern Europe, the cost to the | sm 
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The demand for edible oil in Pakis- 
tan is rising at an annual rate of 13%. 
The volume of imports rose from 46,000 
tonnes in 1971 to 864,000 tonnes last year 




























greatly helped by the new 500 mW 
generators produced at Haridwar under 
licence from Siemens of West Ger- 
many. This line is gradually supplanting 
the old Soviet-designed 10 mW. 
sets that have. long been BHEL’s 
standby. 
K Three of the Siemens sets have been 
installed since 1985, another one comes 
on stream soon and as many more are 
planned for the coming year. BHEL 
generators at India’s first wholly indi- 
“genous ‘atomic power plant have run 
+ with PLF of over 80%, while the first of 
“} the 500 mW units topped 100% PLF in 
August. The PLF figures, Ghosh main- 
‘tains, clearly demonstrate that on aver- 
age BHEL generators outperform im- 
ported equipment. 
But that does not stop state power 
boards from increasingly turning to im- 
ports, a worrisome softening of BHEL’s 





and the previous five-year plans (1985- 
90 and 1980-85, respectively) each saw a 
total of nearly 5,000 mW in imported 
power plants. Imports would escalate 
sharply in the 1990s under a plan drawn 
up by the Energy Ministry that calls for 
the import of nearly 17,000 mW, or Rs 
160 billion (US$12.4 billion) worth of 
power equipment from abroad between 
1988-89. and 1992-93. 

This. import mania, according to 
BHEL’s deputy. general manager for 
corporate planning, Virendra Singh, 
has less to do with the intrinsic merits of 
the equipment than with finance. 
Foreign-supplied power plants come in 
under tied-aid deals. Even the Soviets, 
BHEL’s erstwhile mentors, have been 
undercutting the company’s order 
books lately with power-plant sales de- 
signed to trim the Soviet Union’s swell- 
| ing counter-trade “deficit” with India 
| (REVIEW, 5 Feb.). 

For BHEL, this loss of business 
means idling key facilities. As early as 
fiscal 1985-86, the company was produc- 
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erstwhile captive market. The current | 





ing less than 35% of its installed capa- 
city in such key-product lines as thermal 
and hydro generators, motors and com- 
peron, according to figures compiled 

y the Federation of BHEL Executives 
Associations (FBEA). Although com- 
pany-wide BHEL’s utilisation of its 
manufacturing-plant capacity ran to an 
impressive 89% in 1986-87; Samat pro- 
jected that it could sink to as low as 40% 
in 1988 and a mere 18% from 1989 on- 
wards, unless something is done to fend 
off foreign competition. 


T: lean order books may yet prove 
to be only a cyclical effect of lengthy 
project gestation (18 months average 
for power plants in India) and five- 
year plan budgeting, BHEL’s in-house 
strategists hope. With the recent alloca- 
tion of an additional Rs 110 billion for 
power projects in the eighth plan (1990- 
95), BHEL looks forward to a spurt of 
pre-placed orders. during the coming 
year. In open tender, which accounts 
for over two-thirds of BHEL’s business, 
the company manages to bag domestic 








markdown of its offer price absorbed 
the government to offset the highe: 
in India of such price-administered 
puts as power and steel. 

But BHEL is helpless agains 
| deals, where the project never comes 
for bidding. The liberalised import re- 
gime of Prime Minister Rajiv Gandhi’ 


cede. To break out of its o 
bind, BHEL plans to: ; 
>» Beat foreign-aid donors at the 
game by offering finance packages to 
select customers. 
> Mount a concerted drive to boost e 
ports beyond their current 2%. share of 
turnover. 
» Diversify away from the power : 
tor, which now accounts for. 72% 
BHEL’s turnover (compared to 5 
from heavy: industrial machine 
from power transmission and 59 l'ao fro 
transportation equipment). 
Each of these strategies, thougif, 
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scale needed to finance power projects 
would strain not only BHEL’s own bal- 
ance-sheet, but also India’s tolerance 
of foreign debt (if Euro-markets are 
tapped) or local bourses’ appetite for 
public-sector paper (if the debt is issued 
domestically). 

The same funding constraints could 
also crimp prospects in export markets, 
where BHEL has learned to its sorrow 
that customer finance can make all the 
difference. The company has succeeded 
in exporting to some 43 countries, 
mostly in the Gulf or the Eastern bloc 
(where rupee-denominated counter- 
trade gives it an advantage). BHEL has 
even scored some export coups, such as 
the Rs 1 billion Tripoli West power ie 
ject in Libya (spearheaded by Sridhar 
himself in 1979) and the Rs 200 million 
contract for Malaysia’s Sungai Piah pro- 
ject this year. But Samat’s 1988 export 
target of Rs 1 billion could prove hard to 
reach in the face of limited finance, 
bearish world markets for power equip- 
ment and increasingly desperate foreign 
competitors. 

As for BHEL’s diversification drive, 
its success depends upon marketing acu- 
men — never a public-sector strong 
point, least of all in today’s more mul- 
tifarious and competitive Indian econ- 
omy. The capital-goods industry is al- 
ready reeling under the onslaught of 
liberalised imports. The best hope for a 
new entrant to distinguish itself in any 
capital-goods line must lie in technol- 
ogy. And that means not just foreign 
tie-ups, but home-grown research and 
development to create products for 
rough-and-tumble Indian conditions. 


HEL sets aside 2% of gross sales 

for research and maintains more 
than 350 engineers at its laboratories in 
Hyderabad, one of the largest technical 
talent pools in Indian industry. Even so, 
the company is under no illusions about 
its ability to compete globally in tech- 
nology development: “Our collaborator 
Siemens’ research and development 
budget is equivalent to our entire an- 
nual turnover,” Singh notes. 

Perhaps daunted by such disparities, 
BHEL has tried to upgrade its technol- 
ogy over the years by teaming up with 
collaborators, rather than trying to go it 
alone. The company is now well along in 
its second generation of collaboration 
agreements, having supplanted its origi- 
nal Soviet and Czech patrons with the 
likes of Combustion Engineering of the 
US (for boilers) or Siemens and 
Kraftwerk Union of West Germany (for 
turbines, generators, motors and con- 
densors). Many of the agreements, 
averaging about 15 years, expire in the 
early 1 . But BHEL engineers be- 
lieve, further collaboration agreements 
will still be needed. 

The collaboration issue periodically 
flaigs into controversy. The staunchest 
proponent of foreign cooperation has 
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"fraught with risk. Borrowings on the | been V. Krishnamurthy, a former 


BHEL chairman and industry secretary 
who now heads India’s steel authority 
and advises Gandhi on industrial policy. 
In the mid-1970s, he advocated that 
BHEL should enter into an “umbrella” 
technology agreement with Siemens. 

His successor at BHEL, S. V. S. 
Raghavan, preferred to shop for tech- 
nology on a deal-by-deal basis to keep 
open all his options — including the op- 
tion of self-reliance. Finding himself at 
loggerheads with his former boss (who 
by then had assumed charge of the cen- 
tral government's industrial bureau- 
cracy), Raghavan was forced to resign 
after less than a year at the helm of 
BHEL. But he succeeded in squelching 
the umbrella agreement. 

The issue did not die there, however. 
BHEL engineers have continued to agi- 
tate for more say in choosing — or bar- 
ring — collaborators. They claim that 
over-rapid changes in product lines 
have kept the company from stabilising 


. th 


Segments of a hydro-generator at BHEL 's Haridwar plant. 


and standardising its output to reap 
economies of scale. Dazzled by foreign 
technology, BHEL has suicidally ren- 
dered much of its own installed capacity 
obsolete before its time, according to a 
broadside by dissident executives. In- 
house engineers have been reduced to 
mere adaptors of foreign designs, they 
complain, given “know-how” training 
by the outside collaborators, but seldom 
the sort of background needed to estab- 
lish eventual self-reliance. 

The FBEA went so far as to petition 
the prime minister on the issue, but 
without any clear-cut response. Morale 
at the Hyderabad laboratories sank 
further with the sacking of general man- 
ager A. Gopalkrishanan and two of his 
lieutenants who had been vocal on the 
subject. “We were starting to feel in 
surplus around there,” says a former 
BHEL engineer, who now works with 
another public-sector concern. 

Engineers are not the only personnel 
that BHEL has in oversupply. Although 
productivity indicators are improving, 
the size of the factory workforce is still 
out of all proportion to output, at least 
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by international standards. BHEL has 
peers that the decline in its order 

ks justifies a halt in the expansion of 
its payroll. But management will be 
hard pressed to persuade the company’s 
five unions, which have affiliations with 
political parties, to allow the work- 
force to actually shrink, even by attri- 
tion. 


o vexed are BHEL’s labour rela- 

tions that they form the basis for a 
thinly veiled case study taught in senior 
bureaucrats’ training courses at the Ad- 
ministrative Staff College of India. The 
case of “Turbines and Compressors” 
makes hair-raising reading: 3-4% of 
plant employees are exempted from all 
work as union officers, a proportion 
that is able as fast as the unions can 
hive off new ideological factions. Mid- 
dle managers, fearful of physical assault 
by union goons, have had to band to- 
gether for self-protection into an execu- 
tives’ association, which Turbine and 





Compressors’ top brass refuses to rec- 
ognise lest workers be antagonised. 
Production languishes for half the 
year, leaving targets to be met during 
the latter six months at the cost of over- 
time charges amounting to a 30% mark- 
up on the payroll. Buck-passing is ram- 
pant in the top-heavy management 
structure. “But,” the case study con- 
cludes, “Turbines and Compressors con- 
tinues with impressive balance-sheets 
and annual awards for performance.” 
_ The training school case may be 
imaginary but, at first glance, BHEL’s 
Haridwar shopfloor bears an cerie re- 
semblance to the scene described. Mas- 
sive machines stand idle, covered with 
chalk-scrawled union slogans or orna- 
ments left over from the latest religious 
festival. Men stand or squat in groups, 
chatting or drinking tea. A lone worker 
desultorily scrapes away at a massive 
turbine with a hand file. A banner on 
the wall proclaims “Ease is Sin.” 
Another quotes — of all people — Wen- 
dell Wilkie: “None but the productive 
can be strong, and none but the strong 
can be free.” Oo 
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A HIGHER STANDARD: Here is a blend of elegance and performance usually found only 
ee ALL NEW COROLLAS NOW COME WITH big, luxury. cars. That's because Toyota believes everyone sho 


es enjoy the newest automotive advancements. And the latest exam 
TOYOTA MULTI-VALVE ENGINES. of this thinking is the all-new Corolla. It has an elegantly roun 








iape to be proud of. And the high output and efficient multi-valve 
gine in all Corollas puts their performance in far better shape. 
<pand your driving experience to new horizons with the all-new 
solla: >; Toyota — Worlds No. 1 producer of tnulti-valve engines. 




















BAUME & MERCIER 
GENEVE 


Showroom & Service Centres: Hong Kong: Shop 15A&B Edinburgh 
“Tower, The Landmark, Queen's Road, Central -tel.5-222339.. Singapore: 581 Orchard 
Road, HEX 02-26/27, Hilton International Singapore - tel. 7328055 - 333, Orchard 
Road, HEX 01-01, Mandarin. Hotel Shopping Arcade, Singapore. 0923, 
tel. 2350521. Thailand: BANGKOK 10500. The Time Midas CO LTD, 89/7 Bangkok 
Bazaar Rd, Rajdamri - tel. 251-2783: Philippines: METRO MANILA. La Elegancia 


Jewelry, Makati Commercial Center, Shoemart Bidg - tel. 882962. Malaysia: KUALA - 


LUMPUR, G4-5. Ground Floor, Plaza YowChuan, Jalan Pekeliling - tel. 2438350. 
Indonesia: JAKARTA, Liberty Watches & Jewellery, G42-43, Ratu Plaza, Jalan Raya, 


Jenderal Sudirmani ~ tel: 711998. Japan: TOKYO, Heiwado Trading CO LTD, No 8,5 


_1-Chome, Higashi-Azabu, Minato-Ku - tel. (01) 5861818. Hawaï: HONOLULU 96814, 
Jewel Gallery, 1450 Ala Moana Bivd, 2201. Taiwan: TAIPEL Hoover Watch Co. Ltd., 
= Wan-Nien Business Centre, 

“> Mie-3000, Swiss Anglo Agenc es. 766 Elisabeth Streét-tel.03-475888. For informa- 
- tion.in South Korea: YONGSANKU-SEOUL, Euro Fashion CO LTD, 4A Nodel Mansion, 
302-45 Dn tel 798-9521-5. —- 





. Fl 1-1No.70. Si Ning South Road. Australia: MELBOURNE, 
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Gather 
It Yourself 


The Recognized Authority 
Now in its 24th year the CHINA TRADE 
REPORT which is published monthly by 
the Far Eastern Economic Review has 
long been recognized by leading busi- 
ness executives throughout the world as 
the most authoritative newsletter of its 
kind. 


CHINA TRADE REPORT 
Provides A Broad Range 

Of Information 

Covering subjects which range from 
foreign investment to fashion, electronics, 
telecommunication, engineering, contract 
negotiations and to ‘literally dozens of 
others the CHINA TRADE REPORT is 
essential reading for anyone doing, or 
wishing to-do, business with China. 


You Could Gather It Yourself 

You probably could get the same informa- 
tion on. your own. but in order to locate 
what is contained in each and every 16 
foolscap page issue of CHINA TRADE 
REPORT you'd have to read hundreds of 
publications, not to mention have your 
own network of people reporting from all 
the important zones in China. 


Why. not subscribe now and discover 
for yourself how the CHINA TRADE 
REPORT can help eliminate the mystery 
and much of the risk in doing business 
with China. 


Small investment... 

Handsome Dividends 

Start. benefiting immediately from the 
information-packed CHINA TRADE 
REPORT by. subscribing now. A small 
investment today may pay handsome 
dividends later in saved time, energy and 





| Post this coupon today! 


Circulation Manager, 
Review Publishing Company Limitag,:. 
G. P.O. Box 160, 
| Hong Kong 
Please enter. my one year tion 
(12 issues) forthe CHINA TRADE EREPORT 
| lenciose a cheque/money order of 
made out to the Review Publishing 
| Company Limited. Or, please charge my 
| credit card (tick one): 


| American Express © Diners Club © 








‘MasterCard 2 Visa © 
| {Please print in biock letters) 
| Card No: 
Exp. Date: 
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On the wrong track 


Thai Government apparently dumps a private highway plan 


By Paul Handley in Bangkok 
Arne it can do the job cheaper it- 
self, the Thai Government has re- 
jected the plans of a French consortium 
to undertake the first private construc- 
tion of tollroads under the “BOT” sys- 
tem — build, operate and turn over. 
An apparent about-face on much- 
acclaimed plans for privatisation of 
major capital projects, the decision 
gives rise to oe about the deter- 
mination of the government to follow 
through on its commitment to such pro- 


sie tet Officials say the 
_ terms offered the consortium 
pate cmap ransroute (BT) were unac- 
ceptable, the fate of the three-year-old 
plan, was mainly determined by domes- 
tic politicking and pork-barrel interests, 
say Western diplomats and BT repre- 
sentatives in Bangkok. They say tning 
the blame for the project’s failure on B 

follows a familiar pattern which has, for 
example, resulted in an inability to kill 
or go ahead with decade-old proposals, 
such as a major fertiliser plant and an 
elevated train network for metropolitan 


Benen. 

e privatisation issue is highlighted 
by several other BOT-style projects 
close to tendering, including the ele- 
vated railway. “A lot of people are 
questioning whether they are serious 
about privatisation,” says BT represen- 
tative Philippe Staib. 

The highway project was initiated by 
former minister of communications 
Samak Sundaravej, in the 1983-86 gov- 
ernment of Prime Minister Prem 
Tinsulanond, and has faltered under 
Prem’s current minister, Banharn 
Silapa-archa. Banharn’s handling of the 
highway project appears to give the lie 
to the cabinet’s stated reasons for rejec- 
tion. The Ministry of Communications 
(MoC) has neither accepted BT’s offer 
to ss eg points nor moved to re- 
tender the job. “They do not say, ‘we 
don’t like you Bouygues; there are 
other people’,” claims Staib. “They do 
not say, ‘it is too expensive.’ We are still 
ready to negotiate. 

Instead, the MoC plans to finance 
the job itself. According to eres 
sourced to the economic cabinet, BT’s 
Baht 7.99 billion (US$314.5 million) 
price tag on building two tollways, de- 
spite being under the government's Baht 
8 billion maximum, was too high, and 
the 49 satang per km tolls the company 
suggested only as toll ceilings were also 

ed excessive. The MoC said it could 
build the roads for Baht 5 billion and 
charge one-fifth the toll suggested by 
BT. 


NB Pacis ananassae ana Tae 


-from Bangpa-in to 


BT still holds out hope for the pro- 
ject. With strict ceilings on government 
debt, the MoC may not be able to come 
up with funds and could have to go back 
to the private investor idea. The MoC 
complained publicly in November that 
it could not raise adequate funds to 
maintain existing roads. Moreover, the 
MoC has not been able to find the 
money to develop one of the tollroads it 
took over from BT early this year. 

Bouygues, one of the world’s largest 
construction firms, and Transroute, the 
French semi-government tollroad oper- 
ator, linked up in 1984 to bid for the 
right to study and formulate a plan to 
build and operate three tollways. With 
the government shouldering a heavy 
debt-service burden, 
Prem had a year earlier 
proposed __ privatising 
tollroads and other cap- 
ital-intensive projects. 

All three four-lane 
divided highways 
would be extensions of 
major roads radiating 
from Bangkok: a 149- 
km stretch between 
Saraburi and Nakhon 
Ratchasima; 188 km 


Nakhon Sawan; and 84 
km between Thonburi 
and Pak Tho. The con- 
cessionaire would re- 
habilitate the existin 
two-lane routes an 
build two more lanes to 
complete the highway. 
nder Samak, the 
MoC awarded BT a let- 
ter of intent to formu- 
bes Saeg ee M Ap pae the 
ginning of May, though, ament 
was dissolved and in the ensuing elec- 
tion Samak was not reappointed to the 
cabinet, © 


D espite some early indication that the 

new minister, Banharn, otd 
several Samak projects, he told Michel 
Quarello of Bouygues in a 28 November 
1986 meeting that he supported the pro- 
ject, Quarello says. Banharn repeated 
the same a few days later to a visiting 
French diplomat. Banharn, though, 
suggested that BT drop the Thonburi- 
Pak Tho link from the project because 
of its high cost. 

After BT submitted a revised propo- 
sal two weeks later, Quarello says, there 
were no communications from Banharn 
for six months. race 5p Oe press re- 
ports, during that period Banharn tried 


: opposed plan. 


final 
engineering and cost details and financ- |- 
ing plans could be determined after the | 
overnment made its final commitment. 
Guatelio says this would take about 
nine months, and that this st -step 





y ) See a 3 Sf R 
there were no legal grounds to doso. | 

Then at the end of June this year, the | 
cabinet ordered a reluctant F 
who had moved to re-tender the job, to | 
negotiate a plan for the two highway | 
with BT within three months. ve 
now a critic of the government and espe- | 
cially of Banharn, says Banharn was > 
against the project from the start. “But — 
he had to negotiate, because it was in- 
ternational bidding.” 

Quarello says the broad terms for the 
highways that were negotiated by the | 
end of September ane to be ac- |- 
ceptable to the MoC and that he had | 
understood they would be backed when | 
presented to the cabinet. l 

However, ee say that © 
Banharn presented the plan in an un- 


i 
A 


favourable light when it was submit- 
ted to the economic ministers in mid- 
November. Before it came up for a rul- | 
ing Banharn was already being quoted |- 
in local gy, as as being opposed to 
ough his ministry had | 


the BT plan, 
negotiated it. í 
Local newspapers 
quoting unnamed 
sources inthe councilof | 
economic ministers on |- 
the 30 November rejec- | 
tion faulted BT’s al- l 
legedly high fixed tolls | 
and rate of return; its 
alleged insistence on a 
nine-month delay to | 
the pert: de- | 
mands for investment | 
concessions. These, 
said one senior govern- 
ment planner, were 
“ridiculous” terms; yet | 
neither the planner nor | 
the MoC was willing to |- 


argues, only broad 
eters were 

sented, from which a 
roject with full 


approach was agreed to by the MoC in’ | 
the: original talks. A 
In addition, he insists, the toll figure | 
given was only a ceiling estimate, aswas | _ 
the price tag put on the project — the 
final figure could not be set before de- | 
tailed studies were completed. Quarello 
said the alleged demands for investment 
concessions were only assumptions 
BT would receive Board of Investment- 
granted incentives. 
Bouygues and Transroute are not 
convinced the privatisation policy is 
dead, Quarello says — both are bidding | 
on some coming projects, and the M ` 
is tavin tenders for a privately operai 
ed satellite plan as well. n 
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On the Ka Wah trail 


Hongkong bank seeks receivership for a Malaysian debtor 


= 
‘ 


By Nick Seaward in Kuala Lumpur 


E yeiga poe has been 
lodged in the Kuala Lumpur High 
Court, seeking the removal of the direc- 
tors of publicly listed company Insas 
Bhd — former g known as Paper Pro- 
ducts (Malaya) Bhd — and the appoint- 
ment of receivers and managers to as- 
sume the powers of the board. 

The petition, brought by Corpus 
Folding, a nominee company of Hong- 
kong’s Ka Wah Bank, alleges that the 


directors of Insas have conspired with a 
Malaysian businessman to defraud the 
company of M$1 million (US$402,100) 
and/or its entitlement to subscribe to 
17.3 million shares in a Singapore-listed 
pn United Pulp and Paper 
(UPP). 


The petition is not due to be heard in 
the High Court until 22 August next 
year but it will undoubtedly cast a 
shadow over attempts by Insas to re- 
habilitate itself after a disastrous aed 
Early in 1987, the company was placed 
briefly under receivership by Kwon 
Yik Bank, seeking the return of M$6. 
million (REVIEW, 26 Feb.), and in July 
it announced losses of M$19.8 million 
for 1986. It is still locked in a legal dis- 
pute with Ka Wah Bank over an out- 
standing loan of M$3.4 million. 

The dispute with Ka Wah is at the 
root of the present action against Insas. 
Ka Wah had to be bailed out in 1985 by 





the Hongkong Govern- 
ment, which assumed 
ultimate responsibility 
for some HRS3 billion 
(US$384.6 million) in 
bad loans under an ar- 
rangement with the pre- 
sent controlling share- 
holders, China Interna- 
tional Trust and Invest- 
ment Corp. They are 
now trying to recover 
some of the outstanding 
money — and also be- 
lieve the path to other 
outstanding loans may 
pass through Insas. 

In 1981, Ka Wah 
partially financed the 

rchase of the then 

aper Products by Malaysian business- 
men Mohamad Tajuddin and Nik Oth- 
man. Tajuddin and Othman were close 
associates of the Low brothers — Chun 
Song (C. S.), Chang Hian (C. H.), an 
Chun Seng — who, with Victor Tan, 
were directors of the bank at that time. 
Indeed, Tajuddin and Othman are sus- 
poaa of having acted on the Lows’ be- 

alf in penes the company. 

C. S$. and C. H. Low are awaiting 
trial in Hongkong on fraud and conspi- 
racy charges relating to these and other 
loans, while Tan and Chun Seng, who 


The downward track 


Stockmarket slump delays launch of India funds 


By Lincoln Kaye in Bombay 
ith stockmarkets on the rocks 
worldwide and Indian bourses in a 
rolongued slump, even a spate of up- 
t corporate results seemed unable to 
cheer equity players here in the closing 
soks at 198), The trading price of the 
London-quoted India Fund of the gov- 
Fiert backed Unit Trust of India 
(UTI) plunged to barel 
asset value a week after Black Monday 
in reaction to a rupee depreciation. The 
collapse forced an indefinite pan ne- 
ment of UTI’s planned dollar-based 
India Fund Mark Two, as well as the pri- 
vate-sector Birla-Mercury Fund, origi- 
nally scheduled to come out in January 

next year. 

° e London reaction struck UTI 
chairman M. J. Pherwani as “a bit hy- 
sterical,” considering that India’s bourse 
dhas shown itself far less susceptible to 
Wall Street tremors than the stockmar- 


half its net 


kets of Taiwan, South Korea or other 
countries whose offshore mutual funds 
have seen setbacks in recent weeks. 
Still, December seemed hardly the ideal 
time to launch a new India-based 
mutual fund, whether offshore or 
domestically. 

Yet, customers of the State Bank of 
India GER appeared undaunted by the 
prevailing gloom. They queued up from 
30 November at the bank’s 437 branches 
nationwide to buy Rs 500 (US$38.80) 
“magnum certificates,” the first of a 
series of fund products cobbled together 
in response to Prime Minister Rajiv 
Gandhi's call for the nationalised com- 
mercial banks to mobilise rural savings 
in support of the capital markets. 

By 9 December, the entire Rs 1 bil- 
lion magnum issue was fully subscribed 
and the fund seems headed for a 150% 
over-subscription by the 29 December 


are being by the Hongkong Gov- 
ernment, are believed to be in Taiwan. 
Tajuddin and Othman have since re- 
si from the board of Insas but Ka 

ah investigators believe Insas is still 
controlled by the Lows. 

Othman’s replacement as executive 
director, Singapore lawyer Kay Swee 

wananecueoen Tuan, is cited as sec- 

ond respondent to the 
shareholder's petition. 
Kay was present at the 
_| July court hearings in 
Kuala Lumpur, “n 
which C. H. attempte 
to challenge an extradi- 
tion order sought by the 
Hongkong Government 
before agreeing to re- 
turn voluntarily to the 
territory. She is also 
representing most of the 
individuals being sued 
by Ka Wah for the re- | 
turn of loans extended 
while the Low brothers 
were in control. 
The petition alleges 
that Kay was a key fig- 
ure in a plot to defraud Insas. How- 
ever, an accompanying affidavit alleges 
that the attempted fraud was initiated 
with a letter dated 2 April 1987, written 
by Othman — who signed as a director 
of the company even though the 1986 
annual report states that he had re- 
signed two weeks earlier. 

The letter signed by Othman was ad- 
dressed to Malaysian businessman 
Francis C. H. Huang and referred to an 
earlier verbal agreement between 
Huang and Insas by which Huang had 
undertaken not to sue Insas for the re- 


closing date. The bank will allot the full 
amount applied for to small subscribers 
buying Rs 500,000 worth or less, accord- 
ing to SBI executive director S. M. 
Parande, and distribute the rest propor- 
tionately among larger institutions. 

The secret of SBI’s success, Parande 
says, is to have designed a mutual fund 
that does not look like a mutual fund. 
“We're aiming at people who customar- 
ily keep their money in fixed deposits,” 
he explains. So the magnum is pitched 
as an instrument for income, rather than 
poro: It incorporates several features 

esigned to comfort first-time equity 
investors: a minimum yield of 12% 
(beyond aae So will depend 
upon performance), guaranteed re- 
deemability at par and assured accept- 
ance as loan collateral. 

The sales pattern so far confirms that 
the product design is right on target. 
The magnum has made its biggest hit in 
southern India, where investors are 
most conservative. The western states, 
where the equity cult has long since 
taken root, remained relatively indiffe- 
rent to the new mutual fund. 

Other commercial banks are ready- 
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was a device used to attempt to defraud 
the company. An affidavit filed by a 
former director, Tian Kim Loong, al- 
leges that the loan never existed and 
that.no board resolution was ever pass- 

ed authorising the loan. The Rie | 











<E quent series of convoluted arrange- 
` ments with regard to the rights entitle- 
ment, and the M$1 million loan were 
merely a move to try to cover up the at- 
tempted fraud once the underwriters of 
the rights. issue, N. M. Rothschild. & 
Sons- (Singapore), and some Insas 

shareholders came to know of it. = 
__ It alleges that-on or about 10 April, 
Huang renounced. the rights. entitle- 
i ment to Kay for the consideration of 
$$100,000 (US$49,504), conditional vipon 
X- 


Kay’s acceptance by the Stock 
change of Singapore (SES) as a renoun- 
cee. However, the petition alleges that 
Kay had already received SES approval 
a month earlier. This approval became 
redundant when Insas and Huan 
negotiated a new agreement by whi 
Insas renounced its rights to a Liberian 


"he petition claims that.a subse- | 








ing income-oriented fund pro- ; 
ducts of their own to tap the f 
same market: in the next two tat 
months Canara Bank wil || ' 
launch a fund with promised re- 
turns of 12.5%, and the Bank of 
Baroda’ will. offer. an’ open- 
ended fund with a 13% guaran- 
teed minimum yield later. in 
1988. And SBI itself is planning | 
two or three more issues in the 
coming year. p 
However successful _ these 
schemes may be in mobilising 
rural savings, stockmarket -ob- 





i According to. 


| po Sarg 


Corpus, the scheme 
took yet another sing turn when 
all previous agreements between Huang 
and Insas were scrapped in favour of a 
new scheme drawn. up one day before 
the 1986 annual general meeting was 
held on 15 October 1987..The revised 
plan called for Insas to keep its UPP 
shares entitlement in return for its un- 
dertaking to refund the M$50,000 to 
Huang; to repay the M$1 million within 
seven days of its subscribing to the UPP 


‘shares, and to pay damages to Huang 


which would be mutually agreed later. 
The UPP rights issue is due to have 


: to recover: some.of the | closed on. 15 December. When ques- 
had been forced to inject | tioned at the AGM, Kay estimated the 
er Products to get it out of | value of the rights at 40 M cents a right 
February. — a total of M$6.9 million, compared 









with a sumeupeon cost {at 25 S cents © 


par value) of M$5.19 million. Since then 


the stockmarket has fallen and the value 


of Insas’ UPP rights is now only M$5.81 
million. 

The new agreement with Huang im- 
plies that Insas will have to raise new fi- 
nance on the strength of the additional 
17.3. million UPP shares to pay him.off 
within the stipulated seven days. Even if 
it was able to offload the shares onto the 
market at today’s price of 28 S cents, it 
would still only realise a profit of 

The petition is seeking an injunction 
preventing Insas from paying the M$1 mil- 
lion to Huang but as it will not be heard 
for another eight months, and as acount- 
er suit by Kay to have the Corpus action 
blocked will not come up much sooner, 
there is not much Corpus can do to pre- 
vent the payment going through: o 
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PRICE MOVEMENT 
OF THE INDIA FUND 


x 


Market price 
t {stenting} 





servers wonder how effectively 
they will inject liquidity into the 
bourse. To support its minimum- 
yield pledge, Parande admits, un 
SBI will have to invest two-thirds of the 
magnum proceeds in fixed-income in- 
struments. The rest will be divided be- 
tween money markets and equities... 
Even if the commercial banks -be-. 
tween them raise as much as Rs 10 bil- 
lion in such funds in 1988, as some pre- _ 
dict, it might not help the bourses much 
if it is over-cautiously deployed. “They 
could have gone in for more of a hybrid 












| fund, offering 
says Pherwani; 


gains prospects 


REVIEWGRAPH | 
growth with “income,” 


Another new entrant in the mutual- 


«| fund sweepstakes will have even less of 
-an equity flavour. Jointly sponsored by 
the government-owned companies for 
life assurance and general insurance, 
the fund will offer fixed returns, insur- 
| ance cover and — perh 
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foreign exchange, is booming, helpe: 
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| 70% of the new hotel rooms will fallin 


— capital- | in the number of budget-conscious vi 
eee | | ors, many of them from So 





at more inns | 
Hongkong’s hotel builders 
move emphasis down market ; 
































ongkong’s. tourist. industry, . th 
-Eterritory’s third-biggest earner o 
by a surge of visitors from neighbouring 
countries. A record 4 million visitors are 
expected this year, against 3.78 millic 
in 1986. And hotel operators are ridin 
the boom. 


about 31,950. : i 
The. tourist. surge, however, has 
meant that hotel -occupancy rates havi 
risen even as supply of rooms. has. in 
creased. In the first half of this year the 
overall occupancy rate was a nearly full 
house 87%, against 83% last year. This _ 
has encouraged hoteliers increasingly t 
discount gloomy predictions of a sharp _ 
fall in occupancy levels and threatened 
price wars.  .. | ee 
Manuel Woo, the executive. director 
of the Hongkong Hotels Association, is. 
optimistic about the future. He believes _ 
that if there is no global recession in the” 
wake of the stockmarket crash, then the | 
industry's Peo prospects remain 
buoyant: “Hongkong is the natural: 
gateway to China and therefore visitors. 
will continue to come,” says Woo... . 
_ However, the current construction 
boom does point to the hotel industry 
“to changing market condi. 
tions. Many of the hotels that are plan- 
ned or under construction are’ in: the 
medium-tariff bracket. Next year, for 
example, of the nine hotels expected tc 
open only. two will be in the high-tarif 
bracket. Similarly, in 1989 only one o 
the seven expected to open will be in the 
luxury class. It.is estimated that about 
the medium-tariff.. category- again 
60% of the total rooms available 
1987.. ; ae 
The shift downmarket appears to be _ 
a deliberate response to the steady rise 
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_ Development cos 

enabling them to offer competitiv 
room rates — HK$350-500 "(USS45- 
64.28) against. HK$700-1,500 for the 
ee hotels in Tsimshatsui or- 











i s Hi i 
; | western edge ; : i 
-Central business district. The hotel cost 














at She gW 
of Hongkong 


HK$150 million to build, representing a 

per-room cost of US$67,500: — 

> The number of tourists from South- 

east Asia reached 735,609 last year, an 

increase of 19.7% over the previous year. 
Taiwanese tourists, alone; now rank 

fourth on the list of visitors. In the first. 


six months of ‘this year arrivals from” 


Taiwan rose 59.3% to 150,000, largely 
because of Taipei's decision earlier this 
year to liftan eight-year ban on direct 
travel to Hongkong and Macau. 
Hoteliers expect the tourist boom to 
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‘steady stream of business guests. 















‘staff, according to the HKTA. How- 



































JOC g 
P an’s balance-of-payments pic- | 
remains uneven because of a 
unting trade deficit. and declining 
mittances. The value of im- 
rts during the first four months of the 
rrent financial year (ending 30 June 
8) rose to US$1.96 billion — a 22% 
crease over the corresponding period 
last year. The rising import bill has 
ten into the gains from the higher 
world prices of cotton and rice, which 
boosted the country’s exports by 15% to 
- US$1.2 billion during July-October. 
! Commerce Ministry. officials fore- 
cast exports worth US$4.2 billion, up 
‘om last year’s earnings of US$3.6 bil- 


n, but Imports are also projected to 
se beyond the previous figure of 


ces from overseas Pakis- 








‘expatriate 


‘opped to 
T ated 


d by deficits 





syndicated loan. The ‘depletion of-re- 
serves was partly caused by massive re- 
tirement® of » foreign-exchange bearer 
certificates issued by the government 
two: years ago. i$ ; 
Apart from worries over the balance 
of payments, Pakistan’s burgeoning 
budget deficit also remains a source of 
concern for economic decision-makers. 
Budget deficits have been a chronic 
problem for several years and last year 
the government borrowed. Rs 11.7 bil- 
lion (US$680 million) despite plans for 
zero deficit financing. This year, the 
budget envisages a revenue shortfall of 
Rs 55 billion and figures for the first 
quarter indicate that the government 
has already resorted to bank borrowing 
to the tune of Rs 5 billion. T 
The problem of resource mobilisa- 
tion. worsened after Prime Minister 


PAKISTAN’S 
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ler 15% during the P 





















try’s foreign- ‘ 
-casionally. plunged to worriso 
rom US$850 million in June; 
“US$353 mill 
eptember, only t Vv 
November aft 


| eral new proposed taxes contained in 





an 


he territory's growing role as 

centre with a large number of 
Pacific Rim company headquarters 
should assure high-tariff hotels of a 





© Indeed, many believe the main chal- 
lenge facing the industry over the next 
few years is the prospect of asevere staff 
shortage. If all the planned hotels open, 
the industry would need 10,000 more 





ever, the industry is already having diffi- 
culty recruiting experienced staff, with 
many having been lured from Hong- 





kong to China to operate the new tourist 


hotels which have sprung up there in 
great number. : 


Mohammed Khan Junejo withdrew sev- 


the federal budget within a week of its 
prevention before parliament on 4 
une. Although the decision not to in- 
crease taxes was taken after public pro- 
tests; economists had warned thatthe 
government could not expect to con- 
tinue. increasing expenditure without 
generating additional income. 
-Forecasts that the budget might have 
to be revised for a second time proved 
correct’and the government introduced 
new. levies, mainly on exports, in Oc- 
tober in an attempt to increase its in- 
come by Rs-10 billion. But projections 
of actual collection on these new levies, 
as well as pre-existing taxes, show that. . 
the gap between income and expendi- 
ture cannot be breached, forcing more 


¿deficit financing. 


Officials have tended to play down 
the significance of the trade and bud- 
get deficits, pointing instead to the 
brighter aspects of the economy. The 
average rate of growth in GDP over the 
past six years has been 6:5% and official 
estimates put GDP growth this year at 
7%. Agriculture continues to the 
major contributor to economic growth 

akistan, though bad weather might 
result in reduced production of cotton 
~~ Pakistan’s major cash crop. Accord- 
ing to unofficial estimates, cotton pro- 
duction this year will be in the range of 





6.5 million bales instead of the origin- 


ally projected 7.5 million bales. But 
higher. world prices of cotton are ex- 
pected to offset any loss in export earn- 
ings. 

Prices of consumer goods. which had 
generally remained stable, started rising 





ain July and the trend has continued 


since, The rate of inflation in the first 
half of fiscal 1987-88 was 8%, com- 


“pared with an inflation rate of less 


than 5% in the previous year. 
— Husain Haqqani 
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henew name 
you Know. 










Konishiroku has always created products that 
meet the needs of the times. And since a new age 
has new needs, Konishiroku is now offering prod- 
ucts for a wide variety of fields. 

Originally, our products were only for the photo 
industry. But today, Konishiroku’s Konica products 
range from film to copiers, from video tapes to 
innovative medical equipment, from biotechnology 
to superior cameras. 

New goals and a new vision mean choosing 
a name that more accurately reflects what we are 
doing now and will be doing tomorrow. That is why 
the Konishiroku Photo Industry Co., Ltd. officially 
became Konica Corporation as of this October. 


onic 


Our basic philosophy of creating outstanding 
value and maintaining our customers’ trust remains 
unchanged. Our dedication to the highest quality 
through advanced technology remains unaltered. 

















Konica. A name with a future. 





‘KONICA CORPORATION 


Shinjuku Nomura Suilding- (26-2, Nishishinjuku t-chome. Shinjuku-ku, Tokyo 163, Japan 








Asa lighthouse guides seafarers by project- 
ing a warmly welcoming beacon, the Paradise 
Beach Hotel commands the seaside at Pusan, 
where it:ushers visitors into a venue replete 
with pleasure. Far more rooms there may have 
been, bur limiting them to 250 made each one 
more spaciously livable, and allowed for a fuller 
complement of amenities. 

Drink or dine at the Paradise Beach Hotel in 
as many as ten different settings without repeat- 
ing any of the superb cuisines from East and 
West: all enjoyed amid ethnic elegance. Fora 
feeling of well-being, there are marine sports, an 
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HABLINOAE P.O, BOX 45 PUSAN, KOREA 
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OVERSEAS OpPICES. Tokyo 103) 585-048! Osaka (06) 309-211! Fukuoka (092) 7117175 Hong Kong 37215325 Taipei (02) 5513871 





open-air hotspring pool, a fully equipped sauna 
and health spa. Then for the challenge of 
chance, the city’s only casino is open yearlong. 

Relaxing pastel decor suffuses the surround- 
ings, and the whole pattern of deluxe delight- 
fulness is accented by service with professional 
skill, considerate care. 

But unlike a faraway lighthouse, the Paradise 
Beach Hotel is easily reachable, underan hour 
from even the furthest point of arrival in Pusan. 
A warmly welcoming beacon by the seaside, it 
will usher you into a venue replete with every- 
thing pleasant. 
























WWE Kojo Tanaka BCL 


_ The 
Giant Panda 
needs your help 
to survive 


ONE every eighty to a hundred years the 
bamboo forests in China’s Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that’s just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its. low reproduction rate, to 
study the problem of internal parasites ~all these 
factors and many more which threaten its 
survival, ; 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People’s Republic of China. 

WWE has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves- Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It. is also the symbol of WWF's worldwide 
conservation efforts to save life on earth, 

But WWF needs money —your money. 

Please send contributions to the WWF 
National Organisation in your country or direct to: 
WWE International, 1196 Gland, 

Switzerland. 


WWF WORLD WILDLIFE FUND 


TWF acknowledges the donation of this space by 
Far Eastern Economic Review 
Adverssement prepared as a public service by Ogiley & Mather 
































_| Now more than ever — When Investing, 
- | having the right information can mean the 


- difference between profit and loss «+. 





We'd like to introduce a weekly newsletter to be launched January 1, 
1988 titled “ASIAN MARKETS MONITOR’, intended for serious investors 
whether an individual or institution. AMM will provide you with timely, re- 
liable news and information you need to invest confidently and with the 
greater chance of success. 


Concise Coverage of Asia’s Markets 

Every week AMM will provide concise, comprehensive coverage and 

analysis of Asia’s fast paced markets. Just the kind of timely information 

you must have regularly to assess your current portfolio and make in- 
formed, accurate decisions on new investments. aa oe 


A Heritage Second to None es 

The AMM is prepared and brought to you by the publishers ofthe 
ae Far Eastern Economic Review, for over forty years the recognised = | 

: authority on Asia’s political, economic and financial affairs. All the insight and experience of our Company Stands = 

behind the AMM, making it, from the start, a highly authoritative and independent source of market informa- 

tion. 

A Compulsory Investment 

At an annual subscription price of only US$599 the AMM is no doubt the least costly investment you will make this 


year. It will also certainly prove to be the most vital and useful. Don’t make any decisions on your investments in 
Asia before you read what this report has to say. 


Unqualified Money Back Guarantee Bao 
If for any reason after you've received AMM you wish to cancel your order you may do so at any time and receive 
a full refund of the unused portion of your payment. a E 
Order Now 


Order now while you’re thinking about it and begin receiving the kind of vital information you want and need about 
the HONG KONG, SINGAPORE, MALAYSIAN, PHILIPPINE, TAIWANESE, THAI, AND KOREAN stockmarkets. 


[ee ee ee ee ee ee ee ee ee ee kaan, 
Each issue of AMM To: Publications Div., Dept. AMM, Review Publishing Company, Ltd., 
will deliver... 

















GPO Box 160, Hong Kong. 
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I g Yes! Please enter my order to Asian Markets Monitor immediately so that { can begin to benefit from 
the investment inteligence will receive each week. | prefer 

| Zelssus — uss corse 550 

i Nisley ciel uence a Nr eT i 

i 0 ‘enclose —————-— in payment thereof (cheque payable to Review Publishing Company Ltd.) 
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66M Qe: WE EXPORT THE 
DYCOS FOLLOWING 
BRAND DYESTUFFS BLANKETS: 


TYPES: 








PURE WOOLLEN BLANKETS (100% WOOL) 
ACRYLIC BLANKETS (100% ACRYLIC) 
COTION BLANKETS. (100% COTTON) AND 
BLENDED BLANKETS (30% WOOL, 

70% ACRYLIC) 











Non-narcotic 
antitussive 



















Shanghai-made DYCOS Brand Dyestuffs 
possess a variety of colours and items for 
export. The quality is strictly inspected not only 
in factories, but also by advanced equipment 
and technology in Shanghai Dyestuff Research 
institute. Thus, they have won a good reputation 
in the international market for their stable 
quality. 

Main items for export include Reactive 
Dyes, Disperse Dyes, Cationic Dyes, Vat Dyes, 
Azoic Dyes, Sulfur Dyes, Pigment Printing Paste 
for Textiles, Acid Dyes, Acid Chrome Dyes, 
Direct Dyes, Basic Dyes, Auxiliaries, Reducing 
Agent, Edibie Dyes, etc. 


“ee 


SPECIFICATION: 
SIZES: 26x40" 28x38" 

30x40”, 35x50", 

45x63", 57x79", 

60x80”, 70x90" and 80x 100" 


WEIGHT: 
2.8, 3, 3.5, 4.9, 5.2, Ibs EACH 


















Cartussin Cough Syrup 
100ml/ bottle.....60 bots/carton 






Cortussin Tablets (sugar-coated) 









‘EXPORTED BY: CONTACT: 


HINA NATIONAL MEDICINES & 
SALTH PRODUCTS |/E CORP., 
SHANGHAI BRANCH 





CHINA NATIONAL CHEMICALS IMPORT & 
EXPORT CORPORATION, 


SHANGHA! BRANCH CHINA NATIONAL TEXTILES 


IMPORT & EXPORT CORPORATION 
SHANGHAI HOME TEXTILES 
BRANCH 
48, CHUNG SHAN ROAD, E.1, 
SHANGHAI CHINA 
TEL: 248500 --- 
CABLE: "HOMETEX” SHANGHAI 
TELEX: 33329 HOMEX CN ` 










27 Zhongshan Road (E.1), 
Shanghai, China 

Cable: SINOCHEMIS Shanghai 
Telex: 33044 CCIEC CN 


27 Zhongshan Road (£.1), Shanghai, China 
Cable: “MEHECOS” Shanghai 
Telex: 33556 MHIEC CN | 
Fare 021-291609 





Measure by conjecture 


@ THESE are dog days on the Tokyo 
Stock Exchange (rs A paes, with- 
stood the crash better than any other big 
stockmarket, shares are meandering in- 
side a narrow trading range with margin 
punters seizing every chance to sell ona 
rise. For nearly five years it mattered lit- 
tle what stock you bought because every 
issue was caught in the updraft. Now the 
ancient art of stock selection is back in 
vogue — for those not fighting shy of 
equities entirely. 

Since 20 October, the Nikkei-225 
Index has moved between 21,000 and 
23,900, with no sign of breaking out of 
this area, either above or below it. 
Turnover has fallen to 450 million 
shares a day in the past six weeks, its 
lowest level for two yous. putting parti- 
cular pressure on the six foreign TSE 
members and the 16 or so new non-Ja- 
panese ones that are expected to follow 
them on to the floor next year. The thin 
trading is mainly the result of the con- 
tinued uncertainty on the part of the big 
local financial institutions as 
to where shares are heading. 
They seem to have decided to 
sit pat for the moment and 
watch the cash pile up. 

Is this the lull before the 
storm? The slump in the US 
dollar against the yen should 
have pushed the barometer 
sharply downward, but the 
stockmarket, yet again, has 
held up remarkably well. It 
would be pleasant to believe 
in a return to the “triple- 
merit” theme that faded six 
months ago. Certainly, the ex- 
change rate and oil prices 
would support that view, but there is no 
sign of interest rates following oil values 
and the US dollar down. Finance Minis- 
ter Kiichi Miyazawa thinks Japan has al- 
ready done enough to boost the econ- 
omy ahead of any possible meeting of 
the Group of 7 countries. Japan may 
even be willing to allow rates to rise a lit- 
tle so that it will be able to offer mag- 
nanimously a cut in the official discount 
rate early next year. 

Nomura Securitjes took the unusual 
step in the first week in December of 
taking full-page advertisements in the 
world’s newspapers to explain in its own 
terms why the TSE was so resilient. It 
evidently felt that the need to counter 
the rash of foreign-press articles 
prophesising a Tokyo share slump, out- 
weighed the risks of alarming investors. 
Nomura’s main thesis was that it was in- 
dividual investors, not institutions, who 
stepped in to support the market at the 
crucial moment (implicitly rejecting the 
view that a few financial institutions had 
worked with the government to prop up 
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shares), because of people’s under- 
lying confidence in the Japanese 
economy. 

The usual weight-of-money (or more 
predely shift-of-money) arguments are 

ing trotted out in Tokyo to help shore 
up confidence and indeed the sums are 
pretty staggering. Businesses may be 
more interested in manufacturing things 
rather than money these days, but 
households will see ¥72 trillion 
(US$541.4 billion) of financial assets 
maturing over the next couple of years. 
With the abolition of most forms of tax- 
exempt savings deposits next April, 
surely some of that dough must be 
baked in the stockmarket. 

Nomura is forecasting that individu- 
als will raise equities from 10% to 15% 
of their total financial assets by the end 
of 1989, a net inflow into the penna- 
bly Japanese) stockmarket of ¥30 tril- 
lion. It also points out that Japan’s three 
largest pension funds — state, public 
employees and post office — have re- 


runes cently been allowed to in- 


crease the proportion of their 
investments in equities from 

almost zero to 20-30% oventhe 

next five years. The broker 
does not mention that bank 
deposits and money-market 
certificates are only offering 
gaa of 0.2-2.6%, perhaps 

use even a derisory return 
is better than a negative one if 
share prices fall, 

s x E ame = bie n 
elegra an ‘elephone 
NTT), which closed a 14 
ecember at ¥2.33 million, 

_ 8.6% lower than the price at 
which the second tranche was issued by 
the government to raise a total ¥4.9 tril- 
lion just over a month earlier. This does 
not ee well for the next big govern- 
ment flotation, that of Japan Air Lines, 
which was open for public subscription 
on 15-17 December. With the experi- 
ence of NTT in mind perhaps, the air- 
line’s shares fell by 2,000 to ¥13,900 
in the week preceding the sale. 

Could it be that investors are baulk- 
ing at the idea of buying a share whose 
prospective p/e ratio is a shade under 
100? But of course, it is very foreigners 
who are meant to be worried about such 
indicators. At the risk of labouring the 
point, p/e ratios are only one way of 
measuring underlying value. 

Andrew Smithers of Warburg Secu- 
rities in Tokyo has pointed out that Ja- 

anese companies should be regarded 
in three different ways — as investment 
trusts by virtue of their cross-holdings, 
as property firms because of their land 
banks and as commercial businesses. 

The p/e ratio is a poor way of measuring 


investment trusts and rty com- 
panies, because a portfolio of low-yield- 
ing shares or properties would produce 
a igh market p/e and vice versa. 

e suggests another method of as- 
sessing the underlying value of equities 
is to compare the share price to the com- 
pany’s cash earnings (net profit, minus 
dividends, plus depreciation — J 
ese coupons have extremely liberal de- 
preciation allowances). By that yard- 

ick, p paps stocks were actually 
cheaper both British and US shares, 
after adjusting for a at the 
end of last June. According to s 
calculations (made before the ), 
the overall ratio of share prices to cash 
earnings was 8.3 in Japan compared 
with 10.3 in Britain and 9.0 in the US. 
© IF nothing else, these calculations 
show the difficulty of making interna- 
tional comparisons of share prices. 
They also imply that any fundamental 
rerating of Japanese equities by forei: 
investors might prompt them to pile 
back into Tokyo as rapidly as they 
bailed out. If they do, then financial 
shares would be one area worth a good, 
hard appraisal because deregulation of 
the industry seems to be gathering pace. 
In short succession there have been 
official reports on si up a unified 
futures exchange in Tokyo; breaking 
down the barriers dividing the different 
segments of the financial industry; and 
the consideration of new ways to re- 
yao the country’s capital (primarily 
bond) market. battle for turf be- 
tween banks and securities firms and 
among the different types of banks will 
be fiercer than ever, but liberalisation at 
all deliberate s looks immutable. 
The vested interests behave as if de- 
regulation was a zero-sum game, but the 
experience of Ja (as elsewhere) 
shows that this is pe erio: ly not the case. 
The 13 city banks made 15% of their 
rofits in year to March 1987 from 
nd trading, which was out of bounds 
until three years ago. For their pon, the 
brokers have benefited hugely the 


liberalisation of financial institutions’ 
investment l weas 
The bond-futures market has been a 


tremendous money spinner for the secu- 
rities firms since it began life in October 
1985. When a proper oe stock-fu- 
tures index opens in Tokyo sometime 
next year, there is no very good reason 
why banks should not partake of the 
bounty — and the same goes for in- 
terest-rate futures and all the other risk 
instruments that are traded in overseas 
financial centres. People have been 
talking about the liberalisation of Ja- 
panese finance for so long that pee 
may not recognise it when the day ac- 
tually arrives. 







dynasty 
sharemarket raiders, But in the process 
he has been forced to shed so many 
prime assets and’ shouldered so much 
| debt that many longtime company re- 
tainers wonder whether he. has: not 
destroyed his empire in order to save it. 
The privatisation of the listed John 
Fairfax. by 27-year-old ‘Warwick Fair- 
fax, ends the: t major battle in the 
“industry war set- off. by. the 
lian Labor Party government 
st. year when it. change ed long- 
standing rules to allow single owner- 
ips to build up near-nationwide TV 
d radio networks but for the first 
ime barred cross-media control. ‘This 
arked the successful bid by. Rupert 
loch’s News Corp. for the big 
nd Weekly Times. group, and 
ve shake-up of TV ownership 









































‘airfax had stood apart from other 
ia groups. Its flagship, The Sydney 
ing Herald (SMH), was founded 
1 and has been controlled by the 
x family since 1841, and it had ex- 
ided its media interests greatly since 
listing in 1956. But unlike its rivals — 
notably the Murdoch and Packer groups 
~~ had not invested in other industries, 





repreneurial oppor- 
by its rivals, and with 


erennial rahe of capital for expan- 

sion. An attempt to peeved this with the 

| issue of a class of no shares i in 
cti 










Classified he agen 
ceeded by those of 
Family. tinity s me 
until the Ld Wt: atter ‘years of the 

i of Sir- Warwick Fairfax, 
e founder. Increas- 
ingly autocratic, 
ack the: clock in 









- | Manager Greg Gardner the group 


| Lady Mary. A sense of the family mis- 
sion — and perhaps a desire to revenge. | robl 
the ousting of his father — was nursed | 


N missed | 


1¢ attempted to turn | 
a secularised society. 


| ap 


brought the Melbourne subsidiary, — 
David Syme, under full ownership to 
open the cash flow of The Age, while 
group profits grew steadily. 
James Fairfax had never been : seen 
as the main hope for the future by his 
father, who doted on “Young War-: 
wick,” the first son of his marriage to 





by young Warwick, who was sent off on 
a long trail of preparation for leadership 
to Oxford University; Harvard Business 
School, and work spells with three Wall 
Street firms. After Sir Warwick died in 
January this year, young Warwick held 
16% of Fairfax. Chairman James held 
17% —- but of this an 11.3% holding was 


— 












Warwick Fairfax: family mission, 


in trust for Warwick. Uncle Sir Vincent 





another 17%. 


relatives on the last weekend of August 
| by revealing that on Monday his private 
‘company would make a full takeove 
bid for the company. Funded by 
A$1-9 billion credit line from the A 


Group, it would secure the hei 
SMH, dna mo Fairfax 





| tion — was paid with the pledged sale of 
-| prime assets: the Canberra Times news- 








crash demanded even further anis, a 












Fairfax and cousin John B. Fairfax held 







Within four months. of -his riirn ; 
- | Trom New York, Warwick stunned his 





| depreciation provision of A$2( 
“giving a cas 


tralia and New Zealand -Bank e ks 
ie : 


| those imposed by the New South Wales 
government and Alan Bond among 


o | suming Warwick holds on — will pon- 
| der whether the right turn wastaken ata. | 






o O 
bought sufficient shares to ‘prevent a 
total takeover — and hence privatisa- 

















paper was sold to Packer for A$250 mil- 
lion, and the Australian Financial | 
Review, the Times on Sunday and the | 
Macquarie radio network were sold to | 
Holmes a à Court for A$475 million. 
~ By that stage the sales were neces-. 
sary in any case to reduce debt and War- 
wick achieved a good price. The market | 






























soppy: a 40% share in the newsagency a 
Australian Associated P AAP) 





ing in. Australian Newsprint Mills 
(ANM), the biggest local paper supplier. 

As Warwick reached the 90% accep- [' 
tance level in late November, the neces- 
sary holding for compulsory acquisition 
of outstanding shares, his takeover was 
causing widespread unease. The latest 
proposed sales would give Murdoch 
82% of AAP and 93% of ANM, causing 
Canberra’s Trade Practices Commis- 
sion to halt the deal while it studied 
monopolistic implications. 

At the Canberra Times, retiring gen- 
eral manager Graham Wilkinson ac- 
cused Warwick of “wrecking” . the 
group; “. . . to gain control of the SMH 
instantly, rather than by waiting for his 
inheritance, young Warwick Fairfax has 
engineered the selling-off of the com- 
pany’s: jewels . . .” After more veiled 
statements of regret, half-brother 
James, cousin John, and uncle Vincent 
along with the two other directors re- 
signed from the board. 

The financial position of the new 
Fairfax company heightens these fears.. | 
Assuming all. the. asset sales totalling 
“A$1.08 billion go through, ins oompany 

would be left with debt of about A$834 
million, on which interest at prevailing 
rates would be about A$115 million a 

ar. In the year to June 1987, Fairfax | 





































had | pre-tax profit of A$81 million plus 


h flow of A$101- ‘million. 

30th he SMH and The Age are doing 

A \nd the asset sales have removed 
TS. 


rest coverage seems thin, 
The company’s a ility to with- 
advertising boycotts, such. as 








others in recent times, is greatly 
weakened. The Fairfax history — as- | 








r- | crucial point. 
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‘Christopher Marchand in Harigrois 
H ongkong companies which took a 

-E bath in. the stockmarket crash have 
begun to own up to their losses. Comic- 


book publisher Jademan Holdings set - 


he ba I rolling, announcing plans on 4 


: to write off HK$170 million | 
US$21.8 million), or some 30% of its | 
-and prompting 


areholders’ fund 
ith th lian press magnate 


h to some form of a | | 


However, most Hongkong :com- 


panies have kep mum, preferring to 


r-end results are 


_ Jademan case, 


neral lack of disclosure, ‘has 


missioner for Securities Terry Rogers. 
He sug ests that com anies which suf- 


that a company must immediately 
i vestors of facts which could 


price, in order toavoida false market in 
the shares. Rogers noted that a duty of 
argine disclosure rested with the di- 
s, and said any further stock loss 
ms. would be scrutinised for 
adequate and timely disclosure. 
< Jademan’s. case: goes further than 
adequate stock-loss disclosure and in- 
-| volves the question of disclosure of the 
intended uses of the proceeds from 
rights issues. At mid-year, the company 
completed a HK$260 million rights 
issue, ostensibly to raise capital for ex- 
pansion of its comics and printing busi- 
| ness, and to buy a headquarters building 
for HK$70 million. 

Jademan gave no intimation to 
shareholders of plans to dabble in the 
stockmarket. But’ it held -a share 
portfolio of some HK$400 million at the 











market’s peak, according to director 
Francis Chan. After the crash, extraor- 
dinary share trading losses amounted to 


| HK$209 million, or HK$170 million. 
when offset against taxed profit. 
That news prompted a review by the 


Office of the Commissioner for Sec- 


urities, which wanted to assure itself the 


company had a clean bill of health. 
Jademan’s share 


HK$57 million. Some 80% of the ries 
money has been dissipated in stock loss- 


es, the property purchase had mostly to 


be financed by borrowing, and plans to 
expand in the US have been stymied. 
Depending on the outcome of the com- 
missioner’s. review, legal- action by 
shareholders could result. 
Chan says there “might be grounds” 
to reports that Murdoch wants to buy a 
51% stake in Jademan, but he has no 
firm: information. Murdoch, who al- 
teady owns Hongkong’s major Engi 
language newspaper, is most probably 
after Jademan’s 70% stake in the Tin 
Tin Daily News, one of the larger-cir- 
culating Chinese newspapers. The Mur- 


doch group’s hard-headed management | 


style would not appear to 
with running a creative a 
comic outfit. 


umare easily 


ut control of Tin Tin would satisfy 

Murdoch’s aspiration to own a Chi- 
nese newspaper in Hongkong. This 
would be the prelude to Murdoch's plans 
to expand into publishing in China, one 
of the world’s largest untapped media 
markets. Before his visit to Hongkong 
in September, his lieutenants sent out 
feelers to Sally Aw, who control's Sin 
Tao Jih Pao to see if she would sell 
Murdoch might also offer support to 
Jademan in its plans to develop comic 


-interests in the US. 


Still, Jademan’s cash flow and únder- 





aoa 


| Pacific had. 
investments at 31 December 1986.. oO 


cial year to 31 March 1988 $ o abo 
HK$80 million. ; 
Another casualty of the market er h 


| has been Joseph Lau’s Evergo gro 


As a well-known speculator, Lau’s los: 
es do not carry the same unsettling el 


‘ment of surprise as do those of Jade 
- | man. Based on disclosed listed invest 

rtfolio after the | 

crash and share sales is worth just 


ments this year, Evergo and associated 
company China Entertainment c 
rently carry a book loss of HK$570. 


dion. More intriguing is the scale of Lau 


undisclosed losses, whether on his per 
sonal account or that of the listed com 
panies... 

CA favoured s son of Citicorp Inte 
tional, Lau was given a very generou 
slice of Cheung Kong group Shares” t 
sub-underwrite in November’s HK$1 
billion rights issue. 
huge loss; and Lav’ S unloadin of thes 
shares has been a major factor i 
weakness in share prices of the Cheung j 
Kong group —ina thin markets —~inth 


“recent wee 


da Costa in the grey market the day 
after Black Monday for HK$9.75 ea 
The share price is now about HK$7 


buildings from Hongkong 
deal was concluded’ on 10 D bese 


Other companies’ results will ako abe 
awaited for signs of stock losses. Cathay 
HKS4 billion of short-term 











COMPANY RESULTS 
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Gi Bo fracas as boen, red upwards 10 
¥27-5b on expected falls in production costs 





epi | NZS44.7m 
{US$28.6m) 





. | NZ$78.5m 
{U5$50:3m) 

















Nel sales wera bid by a 22% dein exc dy 








ps - 
¥ 25 June. 











_Rights and debenture issues proposed for o t early 1 
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= tmontht Fmonthst 
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EFFECT IVE EXCHANGE RATES 



































estimates of GOP (GNP in Japan) (2) Consumer Price index A {3} -M2 ör cus 


c of reserves minus goid except for Singapore 





-49814 100 - 


106.28. 











IMPROVED sı sentiment on Wall Street helped’ some e marke s, though othe 
than-axpected I latest US trade le aes a Hongkong and Malaysia led gainers in ee p 


ding was generally. thin 


Ww th turnover for thi iod at 1.56b 
$ ree worth HK$3b (US$390.3m). 
ively traded Hutchison dosed, at 
4.1 15, apah HK cents. 


itation, buyers Seemed to the mar- 


in: force i in response to the better 
sentiment in New York. Blue. chips 


red impressive gains but fell back on_ 


news that US trade figures 
than expected. Rothm ys 
closed 40 M cents (16 US cents) higher 
at M$5.45. Volume. averaged 9.3m 
hares valued at MSIS, 8m. 


s) .15. 
cents to S$1.82. Average daily volume 
was 14.8m shares valued at S323. 6m. 


“narrow range as nervous investors. 


he effects of the NT dol- 


appreciation. - - Export- 


hean buying 


Average 


: 8m shares a 











to trade E w with 


resource stocks proving the me area 
to benefit as the gold price headed to- 
wards to the US$500 mark. The first 
significant corporate activity since the 
market crash emerged with North 
Broken; Hill Holdings launching a 
A$565m_(US$403.6) bid for Peko 
Wallsend. Volume was 605, Sra shares. 


ed, then fell in sympathy 
Street in light trading. La 


| stockbrokers. now. total an estimated 


200. The Brierley rights issue, due to 
end on 18 Dec. i continued toadd tou 


‘certainty, with broker Jarden & Co. 


active in buying Brierley at just above 
the right issue Bam, of NZ$2 (US$1.3). 
Volume was 42.4m; worth NZ$42.7m. 


OK: The market took another | 
beating in the wake of low investor | 
confidence. Volume slipped. to 9.49m | 
shares, . worth Baht  988.57m.) 


“(US$39.2m) for the period. Saha ar | 


tanapibul was down from Baht : 
week ago to Baht 298 while Union i 
Bank closed at Baht 270. Tongkah | 
Harbour was one of the few counters to | 
gain, up from Baht 83 to Baht 90. 


- BOMBAY: Equities slipped further on [ 


end-account considerations: Institu- 
tional buying, which had-been pro 
ping up the market, slackened at mid- 
period, Even a reduction in carry-over 
charges for the new settlemen 


“failed to bring cheer. Century T 


closed lower at Rs 630 (US$48: 
Hoechst fell to Rs 390. Tisco bucked 
the trend, rising to Rs 522.50. 


SEOUL: Prices fell in he: vy tra in 
individual investors b À 

market in.acontinuin 

tion jitters. Construction and 

fell 8.5% and 6.2%, respectively. Sam- 
sung Construction: was off 12% and 
Pusan. Bank. dropped 9.7%. Food 
stocks gained 3.9% and cement 3.6%. 
Turnover averaged Won 120.7b 
TESEI: Se on ae a of 8.5m. 


ofa plunge in oil prices and wav 
-of futures-related 

-4 analys 

=| of full-scale ins 
over was low, 


at 987m shares. ” 
apital International Index 
398.5 for the period ending 
oe 9 previously. 





Sesal by the worse- : 
eriod to. 14 Dec. 























~ APPOINTMENT 











ESCAP PACIFIC OPERATIONS CENTRE 
(EPOC), Port Vila, Vanuatu 
development planning and administration, Project planning, and all 

related fields, to lead a 








Fluency in English essential. Experience in teaching , in working 
within a bilateral or multilateral environment dealing with external 
assistance and a knowledge of French would be an advantage. 


Initially one-year appointment with possible extension. The position 
carries a net base salary per annum US$39,290 (with dependants) 
or US$36,282 (without dependants). Post adjustment at the rate of 
US$5,467.68 (with dependants) or US$5,049.12 (without depen- 
dants) per annum on initial salary step is payable, and subject to 
change without notice. 

Applications should be sent by 20 January 1988 to Chief, Personnel 
Section, Division of Administration, ESCAP, United Nations 
Building, Rajdamnern Avenue, Bangkok 10200, Thailand. 














PROPERTY 


Hampton & Sons, the leading UK Estate Agents can assist you to buy. sell. let, 
manage and arrange finance for your UK house ar flat 


Call Philip Jackson on 5-8104838 or telex 61851 FPDHK HX 
[BRST INCH: os Hampton & Sons 


kesr | PROPERTIES Laverne 
PAC The} Zire floor Two Bachange Square Hong Kong $ Arkingtom Stret. London SWIA IRB Teles 5341 








PUBLICATION PERSONAL 





CUT TELEX COSTS 
BY UP TO 
50 PER CENT! 


Save Time, Space and Money 
conden Magpa nane = Fax 
eve A u pdated 
“Pacitic index of “Abbreviations” 


THE 
DIPLOMAT HOTEL 


2 CHESHAM STREET 
BELGRAVIA 
LONDON SW1X 8 DT 
TEL: 01-235 1544 
TELEX: 941 3498 EXECUT G 
FAX: 259-6153 


Single: £42.50 + VAT 
Double/Twin: £58.50 + VAT 
All rooms with private facilities, col- 


learly 

Updates include 

WIFT Currency Codes, ICC 
co Custom Terms etc. 

vailable now with simplitied 

t for US$1 Post 

anywhere in the World from:— 
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“Valdez, Alaska really works 
hard for us.” m meetin 


“Cascade General is a young dynamic ship repair company with 
a large array of equipment in the Northwest — and big plans for 
the future. 


We chose Valdez for a lot of reasons. Its strategic location, 
State-of-the-art facilities, international business connections and 
attractive land use options provide the perfect environment tor 
our growing business. We know we made the right decision by 
coming to Valdez.” 


Valder Count De just Me ng piace for pow company to emer Aiasha and 
(he faarty Pacific market For more inkymaton. please arte oy cal Oty of 
Vetter. PO Boe 307, Warner Assa UGA SP60, 007) ANS4919. Tote 
9102500094 Vaides Foreign Trade Zone No. 108 


AMERICA’S DISCOUNT RESEARCH FIRM 


Your Efficient and Centralized Source of Locating and Obtaining Any 
Available Published Information, Tailored to your Business Needs, at a 
Fraction of Traditional Research Costs. Write to: 
2828 COCHRAN ST., SUITE 282 
SIMI VALLEY, CA 93065 U.S.A 
TEL: (805) 583-4026 
TELEX #333930 FAX; (805) 584-0913 








PACIFIC CENTRE — HONG KONG 


The Ist Business Centre on Kowloon side — can offer you a bright, 
new, attractive office in a prestigious location in Tsim Sha Tsui. We also 
supply Rent-a-Desk, Instant Companies, Address Services, Sec facilities, 
Accounting, Filing, Telex, Fax and, in fact, all Business Services, 

9th & 10th/F, Bank of America Bidg., | Kowloon Park Drive, T.S.T., 
Kowloon, Hong Kong. Tet: 3-7210880 ° 
Telex: 56443 WATC HX/33412 PCFCTHX Fax; 3-7239005/3-7395907 
















PERSONAL 


AUTHORS WANTED 
BY N.Y. PUBLISHER 


Leading subsidy book publisher seeks manu» 
scripts of all types. fiction, non-fiction, poetry 
juvenile. scholarly and religious works etc New 
authors welcomed. Send for free booklet F 34 
Vantage Press. 516 W 34th St.. New York N 


MANAGEMENT / FINANCE 
CONSULTING-SERVICES 


Company / Trust / Foundation 
formation and Management 
Trustee and fiduciary services 
Project evaluation and 
implementation 

— Allinternational transactions 






— Contract negotiations 
— Developing contracts with 
authorities. banks, investors, etc. 






Maximise Effectiveness an 
Fax 1/211 7531 Maximise Cost 
Telex 813884 in the Classifieds! 
89 





_ looks the city from 






Ex? morning as the sun rises over 
the mountains surrounding the 
former royal capital of Laos, a long line 
of monks walks silently through the 
streets of Luang Prabang collecting 
food from hundreds of Buddhist believ- 
ers. Most of the city’s 29 brightly col- 
oured pagodas, with peaked, gently 
curved roofs and delicate gold inlaid 
windows and porcelain murals, have 
been rebuilt in recent years with dona- 
tions from the public. 

But apart from the well-maintained 
pagodas, Luang Prabang today is only a 
a a shadow of its former splendour. A 
Eeng of American-made road- 

uilding equipment and tractors on the 
outskirts of town reminds a passerby of 
the massive wartime US aid program- 
me. The city’s streets have deteriorated 
and houses have become rundown. 
Residents say cement and paint from 
neighbouring Thailand only became 
available within the 
past year. 

Luang Prabang, 
which for 600 years 
„was home for the 
kings of northern 
Laos, is situated at 
the junction of the 
Mekong and Khan 
rivers. A stupa over- 


the top of tree-co- 
vered Phousi hill in 
the middle of town. 
The old man who 
used to ring the 
stupa’s gong eve 

es tunics A ae 


| away demons has died and not been re- 


placed. Next to the stupa is a Soviet 
anti-aircraft gun overlooking the air- 


port. 

At the foot of the hill is the former 
royal palace built with French assistance 
and by Vietnamese workers in 1904. 
King Šavang Wattana, who refused to 


_ be coronated as long as his country was 


at war, was forced to abdicate in 1975 


- when the communists seized control of 
| the government. When anti-govern- 


ment rebels staged an attack south of 
; Prabang in 1977, the former 
, his wife and son were moved to the 

tern province of Houa Phan. 
The former king is widely thought to 
have died, but, according to the Lao 
ambassador to Thailand, he was still well 
and, though in his 80s, continued work- 
ing in his garden in the town of_Vieng- 


- sai. However, Vongphet Saykeyachong- 


toua, the Hmong province chief and a 
party central committee member, 
claimed he knew nothing of his fate. 
Gifts to the former king, ranging 
from a piece of moon rock from an 
American lunar mission to a silver tea 
service from China’s Mao Zedong and a 
mother-of-pearl inlaid rifle from , e 


t Pa 


MAERT 


Soviet leader Leonid Brezhnev, are dis- 
played in a glass case in the former 
palace. The prabang, a 50-kg gold 
Buddha after which the city is named 
and believed to have been made in Sri 
Lanka in 143 BC, is kept behind bars in 
the museum, which is open only on fes- 
tive occasions. 

Very few tourists have visited Luang 
Prabang since the new government 
stopped issuing tourist visas more than a 
decade ago. Sixteen members of a tour 
group organised by the Japanese Com- 
munist Party recently visited, but the 
following week the 50-room Meiers 
Hotel had only three guests: a UN offi- 
cial, a Lao Government official and a 
foreign journalist. 

Vongphet says most tourists in the 
pest 10 years have come from neigh 

uring Vietnam and Cambodia. He 
added, however, that the government is 
considering opening up again to inter- 


national tourists and he hoped it would 
be possible to welcome visitors directly 
from Giang an a Yee ae tourist spot 
in northern Thailand. 

Luang Prabang’s markets are filled 
with a wide variety of consumer goods 
since the government gave provincial 
authorities freedom to trade directly 
with foreign countries. Most of the 
goods come from Thailand, but Chinese 
commodities such as toothpaste, herbal 
medicine, batteries and beer have re- 
turned to market stalls after disappear- 
ing when relations between Laos and 
China deteriorated in the late 1970s. , 


Vv ongphet denies charges by interna- 
tional narcotics officials in Bangkok 
that much of the increased flow of Lao 
opium passing through Thailand comes 
from Luang Prabang. “We have tried to 
stop people from planting opium,” he 
said, “and we are trying to stop highland 
people below 40 from using it.” Vong- 
phet claimed that the government was 
encouraging opium growers to switch to 
alternative cop such as coffee and 
traditional medicinal herbs or to raise 
livestock. 

Luang Prabang is also pushing gm 


Py, 
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ers, many of whom are minority hill- 
tribe people, to give up slash-and-burn 
cultivation and move down from the 
hillsides to practise wet rice farming. 
Agricultural officials claim they have 
reduced slash-and-burn. farming from 
60,000 ha in 1984 to 31,000 ha today. 
The drought in Luang Prabang this 
year caused river levels to drop, 
prompting the government to ration 


electricity use in each section of the city 


to every third evening. People in Luang 
Prabang blamed the local communist 
administration for the shortage of elec- 
tricity, claiming that they never hag 
their power supply cut under the previ- 
ous regime, even when the river was low. 





Frequent visitors to Luang Prabang 
report that the lowland Lao inhabitants 
of the city blame many of their econo- 
mic problems on the province's Smog 
party chief. They give Vongphet g 
marks for his on oe ap and honesty, 
but complain that he fails to understand 
the thinking of the lowland Lao and the 
traditions of the old royal capital. The 
central government is reportedly con- 
sidering turning Luang Prabang into a 
municipality separate from the province 
and freeing it to pursue independent 

licies similar to the capital city of 

ientiane. 

Vongphet says Luang Prabang faced 
serious security problems in the first 
years after the communist victory in 
1975. “At that time the movement 
against us was very strong. The reac 
tionaries tried to overthrow us,” hq 
said. “So we had to use our iron fist tq 
hammer their heads.” 

Now Vongphet says the province 
secure, despite occasional reports of i 
cidents on roads in northern Lua 
Prabang. He insisted the anti-aircr 
gun on Phousi hill is only being kg 
there as a “museum for our grandchj 
ren.” 


— eT] 
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very speal. 


At the Kuwait Airways Training C Mre, ‘pilots and flight 
engineers undergo stringent tests to eg Fhe the highest 
degree of proficiency. 

Just one more example of Kuwait Airways commitment to 
“ensure you a carefree and comfortable flight: = - every 
minute of the way. 


"4 BOEING 747 Simulator. 


sg? 


125 OLA bi 
KUWAIT AIRWAY ss 


Where east meets west 
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